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1

BEFORE THE GUJARAT ELECTRICITY REGULATORY COMMISSION AT

AHMEDABAD

Case No. 292 / 2003

Date of Order: 25.06.2004

CORAM:
Shri.G. Subba Rao, Chairman
Shri.K.P. Gupta, Member
Shri.Man Mohan, Member

ORDER

Introduction

1.1 Background

1.1

N

The Gujarat Electricity Board, hereinafter referred to as the GEB
(or the Board or the petitioner), established in 1960, is a body
constituted under Section-5 of the erstwhile Electricity (Supply)
Act, 1948. The Gujarat Electricity Board is a vertically integrated
utility catering to the electricity needs of Gujarat (except area of
Ahmedabad Electricity Company, Ahmedabad and Surat
Electricity Company, Surat) by generating, transmitting and
supplying the electricity. After the constitution of the Gujarat
Electricity Regulatory Commission under the ERC Act 1998, the
Commission, in exercise of the powers vested under chapter V

of its conduct of Business Regulations 1999 read with section
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1.1.2

29 of ERC Act 1998, issued Tariff Order (dated October 10,
2000) out lining the tariff for supply of electricity to various
categories of consumers based on the proposal submitted by
GEB. In addition to the approved Annual Revenue Requirement
(ARR) & Tariff Schedules, the aforesaid tariff order contained
several directions to the GEB regarding improvement in quality
of power supply, capital investments, reduction of losses and
metering among others. (The first Tariff Order was, however,
reviewed by the Commission in December 2000). Since this
order, the tariff rates have not been revised in the state and in
the absence of any petition in this regard, no further Tariff

Orders for GEB have been issued by the Commission.

On September 26, 2003, the GEB filed, with the Commission, the
Petition for Aggregate Revenue Requirement for the Financial
Years 2001-02, 2002-03 & 2003-04 and proposals for
Consumers’ Tariff Rationalisation. The Commission accepted

this petition under Case No. 292/ 2003.

GEB has attributed the reasons for not filing its Annual Revenue
Requirement earlier during the previous years to unforeseen and
unfortunate events like massive earthquake and severe drought
conditions. In view of the circumstances prevailing, the
Commission has decided to take, a considerate view with regard

to GEB’s inability in filing the ARR petition on a yearly basis in
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1.1.4

the past. However, to institutionalise the process of yearly ARR
filing in future, the Commission would like to emphasize that
the GEB and its successor entities should file their ARR for each
ensuing financial year latest by 30" November of the (previous)

financial year so that the tariff year and financial year coincide.

During examination of the aforesaid petition of GEB by the
Commission, it was noted that the data of cost and revenue of
GEB were at places inadequate and needed updating. The
Commission, therefore, called for further particulars and
clarifications to fill the gaps in information. Further substantial
data and information was also submitted by GEB in the context
of replies (rejoinders) to the objections raised through Master
Affidavit (covering common objections) as well as individual

replies to some of the objectors.

1.2 Public Notice and Public Participation Process

1.2.17

1.2.2

The public notice regarding the petition No. 292/2003 was
published by GEB in the news papers inviting public to forward
their objections and suggestions on the petition to the

Commission by November 18, 2003.

The Commission received several requests for extension of the
November 18, 2003 deadline. These requests were generously

accommodated. The Commission extended the time for
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1.2.3

1.2.4

submitting the suggestions/ objections on the petition to

January 12, 2004.

The list of news papers in which Public Notice was issued by GEB

is appended as Annexure - 1

The Commission received 116 objections on the Petition filed by
the GEB. The Commission considered all the objections received.
Letters were sent to all the objectors inviting them to take part
in the public hearing process by presenting their views in person
before the Commission. Each objector was provided with a time
slot during May 12-21, 2004 (except the intervening Sunday)
for hearing at the Court Hall located in Commission’s office in
Ahmedabad. Many objectors asked for rescheduling the time
slot provided to them for hearing and Commission
accommodated all such requests. Names of persons and
organisations that filed these objections are given in
Annexure-2 and of those who appeared for the public hearing

are given in Annexure-3.
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2

Legal objections to the Maintainability of the Petition

Introduction

2.1

2.2

The Gujarat Electricity Board filed three separate petitions in
September, 2003 seeking a revision of its schedule of tariff. One
petition, No. 292/2003, is entitled ‘GEB’s Revenue Requirements
and Tariff Rationalization Proposal’. In a way, this can be
considered as general filing in which the Board gave an analysis of
its operations, financials and compliance to Directives contained in
this Commission’s earlier tariff order of 10/10/2000. In the second
petition No. 252/2003, the Board proposed a formula for Fuel and
Power Purchase Price Adjustment (FPPPA). In the third petition No.
256/2003, the Board proposed a Parallel Operation Charge (POC)
on captive power plants connected to the State Power Grid.

In response to the public notices given about these three petitions,
numerous and varied suggestions and objections were received. It
was seen that the objectors have traversed more or less the same
ground and raised substantially similar issues. The Board, in its
response, grouped the objections into common categories and
gave common replies. The Commission also flagged the points
made in the objections and addressed the issues and concerns
raised by the objectors. The Commission took into account the
objections, replies given by the Board and the submissions made

during the public hearing.
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2.3

2.4

One set of objections questioned the maintainability of the three
petitions filed by the Board. While dealing with the objections and
suggestions, we deemed it appropriate to first consider the
arguments and counter arguments about issues connected with
the maintainability of the petitions. Apart from the general
arguments directed against all the three petitions on this score,
some specific objections have also been raised individually against
petition No. 252/2003 concerning Board’s proposed formula for
Fuel and Power Purchase Price Adjustment (FPPPA) and petition No.
256/2003 (concerning Board’s proposal for imposing Parallel
Operation Charge ( POC) on Captive Power Plants (CPPs) connected
to the Grid).

The Commission considered and decided all the petitions together.
However for sake of convenience the Commission has chosen to
give separate orders on the three above mentioned petitions filed
by the Board. The Commission has in this chapter discussed the
common legal objections raised against the maintainability of the
three petitions. For ease of reference, this common chapter is
included in the Commission’s separate orders on all the three
petitions. The Petition- specific legal objections are dealt with in

the order on that petition.
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Applicable Laws:

Electricity Act, 2003

2.5

2.5.1

Before outlining the issues raised in this regard, it is necessary to
give a brief outline about the Laws applicable to the Electricity
Supply Industry. For this purpose, we quote the following portion
form the Statement of Objects and Reasons of the Electricity Act,

2003 (hereinafter referred to as the Central Act)

“ The Electricity Supply industry in India is presently [prior to
the enactment of the Central Act] governed by three
enactments namely the Indian Electricity Act, 1910, the
Electricity (Supply) Act, 1948, the Electricity Regulatory

Commissions Act, 1998.

N The Indian Electricity Act, 1910 created the basic framework

for electric supply industry in India which was then in its infancy.
The Act envisaged growth of the electricity industry through private
licensees. Accordingly, it provided for licensees who could supply
electricity in a specified area. It created the legal framework for
laying down of wires and other works relating to the supply of

electricity.

2.5.1.2 The Electricity (Supply) Act, 1948 mandated the creation of a

State Electricity Board. The State Electricity Board has the

responsibility of arranging the supply of electricity in the State. It
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was felt that electrification which was limited to cities needed to be
extended rapidly and the State should step in to shoulder this
responsibility through the State Electricity Boards. Accordingly the
State Electricity Boards through the successive Five Year Plans

undertook rapid growth expansion by utilizing Plan funds.

2.5.1.3 Over a period of time, however, the performance of SEBs has

2.5.2

deteriorated substantially on account of various factors. For
instance, though power to fix tariffs vests with the State Electricity
Boards, they have generally been unable to take decisions on tariffs
in a professional and independent manner and tariff determination
in practice has been done by the State Governments. Cross-
subsidies have reached unsustainable levels. To address this issue
and to provide for distancing of government from determination of
tariffs, the Electricity Regulatory Commissions Act, was enacted in
1998. It created the Central Electricity Regulatory Commission and
has an enabling provision through which the State Governments
can create a State Electricity Regulatory Commission. 16 States
have so far notified/created State Electricity Regulatory
Commissions either under the Central Act or under their own
Reform Acts.

Starting with Orissa, some State Governments have been
undertaking reforms through their own Reform Acts. These reforms

have involved unbundling of the State Electricity Boards into
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separate Generation, Transmission and Distribution Companies
through transfer schemes for the transfer of the assets and staff
into successor Companies. Orissa, Haryana, Andhra Pradesh,
Karnataka, Rajasthan and Uttar Pradesh have passed their Reform
Acts and unbundled their State Electricity Boards into separate
companies. Delhi and Madhya Pradesh have also enacted their
Reforms Acts which, interalia, envisage unbundling/
corporatisation of SEBs.

2.5.3 With the policy of encouraging private sector participation in
generation, transmission and distribution and the objective of
distancing the regulatory responsibilities from the Government to
the Regulatory Commissions, the need for harmonizing and
rationalizing the provisions in the Indian Electricity Act, 1910, the
Electricity (Supply) Act, 1948 and the Electricity Regulatory
Commissions Act, 1998 in a new self-contained comprehensive
legislation arose. Accordingly it became necessary to enact a new
legislation for regulating the electricity supply industry in the
country which would replace the existing laws, preserve its core
features other than those relating to the mandatory existence of
the State Electricity Board and the responsibilities of the State
Government and the State Electricity Board with respect to
regulating licensees. There is also need to provide for newer

concepts like power trading and open access. There is also need to
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obviate the requirement of each State Government to pass its own
Reforms Act. The Bill has progressive features and endeavours to
strike the right balance given the current realities of the power
sector in India. It gives the State enough flexibility to develop their
power sector in the manner they consider appropriate. The
Electricity Bill, 2001 has been finalized after extensive discussions
and consultations with the States and all other stake holders and
experts.”

2.6 The main features of the Act, taken from the above referred

Statement of Objectives and Reasons, are given at Annexure - 4.

The Central Act came into force from 10t June, 2003.

The Gujarat Act.

2.7 It may be noted that the Government of Gujarat also enacted a
legislation called the Gujarat Electricity Industry (Reorganization
and Regulation) Act, 2003 (hereinafter referred to as the Gujarat
Act or the State Act). For this Act, Gujarat Government received
assent of the President in the “Gujarat Government Gazette” on the
12th May, 2003. The Gujarat Act came into force from 16th May,
2003. As indicated in the Preamble, the Gujarat Act seeks to
provide for reorganization and rationalization of electricity industry
in the State of Gujarat and for establishing an Electricity Regulatory
Commission in the State for regulating the electricity industry and

for matters connected therewith or incidental thereto.

10
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Interaction between the Two Acts

2.8

2.9

It is to be noted that the Central Act and the Gujarat Act,
notwithstanding differences in respect of certain areas, share a
closely similar approach for reform and regulation of Electricity
Supply Industry. As may be seen from the above citations taken
from the Statement of Objects and Reasons of the Central Act,
some other States have also enacted their own Laws for electricity
reforms. The Central Act has included eight such State Acts in the
Schedule. It may be added that the Gujarat Act has also been
added to the above mentioned Schedule vide GOI notification No
SO 1039(E) dated 5/9/2003. Section 185 (3) of the Central Act

reads as under:-

“(3) The provisions of the enactments specified in the
Schedule, not inconsistent with the provisions of this Act,

shall apply to the States in which such enactments are
applicable”

As we saw earlier, the Gujarat Act came into force on 16/5/2003
and the Central Act on 10/6/2003. It may be noted that if a State
Law relating to concurrent subject is repugnant to a Union Law
relating to that subject, then, whether the Union Law is prior or

later in time, the Union Law will prevail and State Law shall to the

11
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extent of such repugnancy be void. However if the President gives
assent to a State Law which has been reserved for his consideration
by the Governor of the State under Article 200 of the Constitution,
it will prevail notwithstanding its repugnancy to an earlier Law of
the Union, both Laws dealing with a concurrent subject. In view of
this, the Gujarat Act will prevail in the event of repugnancy
between its provisions and those of the Electricity Regulatory
Commissions Act, 1998 (ERC Act). However as between the
Central Act and the Gujarat Act, the former will hold ground in case
of repugnancy between specific provisions.

Six Months Postponement of the Central Act

2.10 Section 172 ( which deals with transitional provisions) of the

Central Act provides in clause (d) that:-

“‘notwithstanding anything to the contrary contained in the

ACt, X XX X XXX XXX XXXXX

(d) the State Government may, by notification, declare that
any or all the provisions contained in this Act, shall not
apply in that State for such period, not exceeding six
months form the appointed date, as may be stipulated in

the notification”.

12
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According to section 2(2) of the Central Act,

“appointed date” means such date as the Central Government

may, by notification, appoint”

Time Period Covered by Two Acts

2.11

The Central Act has been as noted earlier, brought into force from
the appointed date i.e. 10/6/2003. The State Government issued a
notification No. GHU-38-2003-GEI-10-2003-3963-K dated
4/7/2003 under section 172 (d) of the Central Act, postponing its
application to the State of Gujarat till 10th December, 2003. Thus
the Gujarat Act interalia applies to the Electricity Industry in the
State from 16/5/2003 to 10/6/2003. Between 10/6/2003 to
4/7/2003, both the Gujarat Act and the Central Act apply to the
Electricity Industry in the State. With the suspension of the
provisions of the Central Act on 4/7/2003, the Gujarat Act alone
applies in the State upto 10/12/2003. Since then both the Central

Act and the Gujarat Act are applicable in the State.

Provisions for Unbundling the Board

2.12 Chapter V of the Gujarat Act, entitled “Reorganisation of Gujarat

Electricity Industry” contains enabling provisions for unbundling of

the State Electricity Board into separate entities for generation,

13



Gujarat Electricity Regulatory Commission

transmission and distribution. Part- Xl of the Central Act entitled
“ Reorganisation of the Board” contains analogous provisions for
unbundling the State Electricity Board. Both the Central Act and the
Gujarat Act have provisions enabling the State Government to
formulate Transfer Scheme for unbundling the State Electricity
Board. Under the Transfer Scheme, assets, properties, rights and
liabilities of the Board are first vested in the State Government and
then re-vested in the new entities.

2.13 Government of Gujarat through notification NoGHU-2003-58-GEB-
12-2003-5337-K dated 24/10/2003 notified the Gujarat Electricity
Industry Reorganization and Comprehensive Transfer Scheme
2003. Through another notification No GHU-2003-59-GEB-12-
2003-3537-K dated 24/10/2004, the State Government notified
1st November, 2003 as date of transfer for the purpose of
Transfer Scheme. Copies of both the notifications are enclosed as

Annexure-5 for ready reference.

Successor Entities

2.14 Under this scheme, the generation undertakings of the Board have
been transferred to the Gujarat State Electricity Corporation Limited
(GSECL) and the transmission undertakings of the Board have been
transferred to the Gujarat Energy Transmission Corporation Limited

(GETCO). In addition, four DISCOMS (now commonly used acronym

14
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for electricity distribution companies, which sell power to retail
consumers) have also been created. These are:-

Discom 1 or Uttar Gujarat Vij Company Limited covering the
Board’s present north zone ; Discom -2 or Dakshin Gujarat Vij
Company Limited covering the Board’s present south zone ;
Discom -3 or Madhya Gujarat Vij Company Limited covering the
Board’s present central zone; and Discom-4 or Paschim Gujarat
Vij Company Limited covering the Board’s present west zone and
Kutch. Besides the Board will also continue to operate for handling
the bulk purchase and bulk supply of electricity. It will buy power
from GSECL, Central generating stations and IPPs and sell it in bulk
to Discoms and other Licensees. The Transfer Scheme also says in
schedule -G (1): “The Board will not however undertake activity of
supply of electricity to any consumer in the State of Gujarat from
such date as the State Government direct.” Thus as at present the
Board continues to sell power to retail consumers. Further the
Transfer Scheme also has laid down in article IX, entitled
‘provisionality of the transfer’ that the Scheme shall be provisional

for a period of 12 months from the date of transfer.

15
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Argument Based on Cesser of Tariff Regulations - Provision in the Gujarat

Act
2.15 Against the above background of applicable laws, the legal issues
concerning the maintainability and validity of the petitions will be
examined. Petition No. 252/2003 is dated 3rd September 2003;
Petition No. 256/2003 is dated 8/9/2003 and Petition No.
292/2003 is dated 26/9/2003. Some objectors argued that the
Gujarat Act was in force at the time of filing of the petition and
that it would accordingly be governed by the provisions of the
Gujarat Act. It was then argued that the petitions are not in
conformity with the Gujarat Act. One of the arguments was that as
the Commission has not yet made regulations determining the
terms and conditions for the fixation of tariff, as envisaged under
section 32(2), it would not be possible to decide the petition.
Simultaneously it was also similarly argued that the tariff
regulations for specifying the terms and conditions for the
determination of tariff, as envisaged under section 61 of the
Central Act have also not been formulated and that it would
therefore be not possible to decide the petitions. In view of the
importance of the section dealing with tariff in the Gujarat Act, it is
enclosed herewith as Annexure-6. However the portion of section
32 of the Gujarat Act relevant for the present purpose is

reproduced below:

16
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“32. (1) Notwithstanding anything contained in any other
law or in any existing contract (for agreement or
arrangement the tariff for intra-State transmission of
electricity and the tariff for distribution and supply of
electricity (wholesale, bulk or retail, as the case may be,) in
the State (hereinafter called the “tariff’), shall be
determined by the Commission in accordance with the
provisions of this Act

(2) The Commission may determine by regulations, the
terms and conditions for the fixation of tariff, and in doing
so, shall be guided by the following factors, namely :-

(a) that the tariff progressively reflects the cost of supply of
electricity at an adequate and improving level of efficiency;
(b)the factors which would encourage efficiency,
economical use of the resources, good performance,
optimum investments and other matters which the
Commission considers appropriate for the purpose of this
Act;

(c) the electricity generation, transmission, distribution and

supply are conducted on commercial principles;

17
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(d) the interests of the consumers are safeqguarded and at
the same time, the consumers pay for the use of electricity
in a reasonable manner;

(e) the principles and their applications provided in section
46 and 57 of the Electricity (Supply) Act, 1948 and the Sixth
Schedule thereto; and

(f) in the case of the Board, the principles under section 59
of the Electricity (Supply) Act, 1948 are observed.

Provided that where the Commission, departs from factors
specified in clause (e) it shall record reasons therefore in
writing”

Provision in the Central Act

2.16 Before examining the matter further, we also reproduce below

section 61 of the Central Act about Tariff Regulations.

“61. The Appropriate Commission shall, subject to the
provisions of this Act, specify the terms and conditions for

the determination of tariff, and in doing so, shall be guided

by the following, namely:-

(@) the principles and methodologies specified by the
Central Commission for determination of the tariff
applicable to generating companies and transmission

licensees;

18
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(b) the generation, transmission, distribution and supply of
electricity are conducted on commercial principles;

(c) the factors which would encourage competition,
efficiency, economical use of the resources, good
performance and optimum investments;

(d) safeguarding of consumers' interest and at the same
time, recovery of the cost of electricity in a reasonable
manner;

(e) the principles rewarding efficiency in performance;

(f) multi year tariff principles;

(g) that the tariff progressively, reflects the cost of supply
of electricity, and also, reduces and eliminates cross-
subsidies within the period to be specified by the
Appropriate Commission;

(h) the promotion of co-generation and generation of
electricity from renewable sources of energy;

(i) the National Electricity Policy and tariff policy:

Provided that the terms and conditions for determination of
tariff under the Electricity (Supply) Act, 1948, (54 of 1948),
the Electricity Regulatory Commission Act, 1998(14 of
1998) and the enactments specified in the Schedule as they

stood immediately before the appointed date, shall

19
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continue to apply for a period of one year or until the terms
and conditions for tariff are specified under this section,

whichever is earlier.”

Board’s Two Counter Arguments

2.17 On behalf of the Electricity Board, two counter arguments have
been made. One point is that regulations notified by the
Commission in notification No. GERC-99-ADM-01- 197 dated July
6, 1999 will govern the present proceedings. Chapter V of the
said regulations contains tariff requlations. The second point
urged in this regard on behalf of the Board is that specification of
terms and conditions is not a condition precedent for
determination of tariff. = The substantial powers under the Act can
be exercised by the Regulatory Commission even in the absence of
the terms and conditions (which in their very nature are guiding or

directing principles).

Cesser Provision of the State Act

2.18 It may be noted that the preparation of regulations for tariff
determination under the Central Act and the State Act are currently
in process. Some objectors argued that the regulations issued by
the Commission in the above cited notification of July 6, 1999

have ceased to remain in force by virtue of repeal of Section 58 of

20
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the ERC Act, 1998 by the Gujarat Act under section 70(1). The
portions relevant for the present purpose of section 70 (1) of the

Gujarat Act are reproduced below:-

“70. (1) The provisions of Chapters IV and V and sections
29, 30, 33, 34,36, 39, 57, 58 and 59 of the Electricity
Regulatory Commissions Act, 1998 shall cease to apply in
the State (hereinafter referred to as "the ceased provisions")
and on such cesser, the following consequences shall
ensue, namely:-

(i) the Commission established under the ceased
provisions and functioning immediately before the date of
commencement of this Act (hereinafter called "the said
Commission”) shall be deemed to be the Commission
established under sub-section (1) of section 3.

(ii) the Chairperson and members of the said Commission
holding office immediately before the said date shall
respectively be the Chairperson and the members of the
Commission.

(iii) the Chairperson and the members shall hold office as
such Chairperson and members for the period for which

they would have held office under the said Act, subject

21
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2.19

however to the provisions relating to disqualification,
resignation, removal and vacancy provided in this Act,

We may briefly note the contents of the disapplied Sections of the
ERC Act. Chapter IV of the ERC Act is about the State Regulatory
Commission. Chapter V of the ERC Act is about the powers and
functions of the State Commission. Sections 29 and 30 of the ERC
Act deal with determination of tariff by the State Commission;
Section 33 is about the budget of the State Commission; Section
34 is about accounting and audit of State Commission, section 36
is about the annual report of the State Commission; section 39 is
about the directions by State Government (to the State Commission
), section 57 is about powers of State Government to make rules;
section 58 is about powers of State Commission to make
regulations; and section 59 is about placing rules and regulations
before the State Legislature. From the above brief narration of the
disapplied chapters and sections it can be seen that corresponding
provisions covering the same areas have been made in the Gujarat

Act.

Saving under the Two Acts, and The Bombay General Clauses Act

2.20 Now the question is whether the disapplication of Section 58 of

the ERC Act will also lead to the cesser of the above said

Regulations issued by the Commission. On behalf of the Board, it
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2.22

has been argued that because of the following provisions contained
in sub-section (2) of Section 70 of the Gujarat Act, the above
mentioned Regulations notified by the Commission on July 6,
1999 will remain in force :-

“(2) Notwithstanding the cesser of the provisions of the said

Act referred to in sub-section (I) but subject to the
consequences referred to in the said sub-section (1),
anything done or any action taken under the ceased
provisions shall be deemed to have been done or taken
under the corresponding provisions of this Act.”

Attention was drawn in particular to the clause that “ anything done
or any action taken under the ceased provisions shall be deemed to
have been done or taken under the corresponding provisions of
this Act”.  Accordingly it has been argued that the Regulations
issued by the Commission will be covered as anything done or any
action taken under the ceased provisions. It was further argued
that in view of sub-section (2) section 70 of the ERC Act, the
Regulations framed under section 29 of the ERC Act including
terms & conditions (for tariff determination) should be taken as the
Regulations framed under the corresponding provisions of the
Gujarat Act, namely under section 32.

The Commission is of the view that the provision of Section 70(2)

of the Gujarat Act serves to obviate the possibility of emergence of

23



Gujarat Electricity Regulatory Commission

2.23

any regulatory vacuum. The Central Act also contains a similar
provision, as in Section 185 (2) (a) reproduced below:

. “(a) anything done or any action taken or purported to have
been done or taken including any rule, notification, inspection,
order or notice made or issued or any appointment, confirmation
or declaration made or any licence, permission, authorisation or
exemption granted or any document or instrument executed or any
direction given under the repealed laws shall, insofar as it is not
inconsistent with the provisions of this Act, be deemed to have
been done or taken under the corresponding provisions of this

Act;”

It was further argued on behalf of the Board that the above position
will be further supported by section 25 of the Bombay General
Clauses Act, 1904 ( applicable to State of Gujarat). This section
reads as under:-

“Continuation of Orders, etc issued under enactments
repealed and re-enacted- Where any enactment is, after

the commencement of this Acts repealed and re-enacted by

a Bombay Act,(or Gujarat Act) with or without modification

then wunless it is otherwise expressly provided, any
appointment, notification, order, scheme, rule, bye-law or

from made or issued under the repealed enactment shall ,

so far as is not inconsistent with the provisions re-
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enacted, continue in force, and be deemed to have been

made or issued under the provisions so re-enacted, unless

and until it is superseded by any appointment, notification,

order, scheme, rule, bye-laws or form made or issued

under the provisions so re-enacted”

In an argument on behalf of one of the objectors, a distinction was
sought to be made between section 24 of the General Clauses Act
1897 and the above cited section 25 of the Bombay General
Clauses Act. On this basis, an argument was advanced that only the
Bombay General Clauses Act would be applicable and that it would
not save Regulations since the word ‘regulation’ is not used in
Section 25 of the said Act (whereas it is mentioned in Section 24 of
the General Clauses Act) The said section 24 reads as under:-

“24. Continuation of orders, etc; issued under enactments
repealed and re-enacted - Where any ( Central Act) or
Regulation is, after the commencement of this Act, repealed

and re-enacted with or without modification, then, unless it

is otherwise expressly provided , any (appointment,
notification,) order, scheme, rule, form or bye-law, (made

or) issued under the repealed Act or Regulation, shall, so

far as it is not inconsistent with the provisions re-enacted,
continue in force, and be deemed to have been (made or)

issued under the provisions so re-enacted, unless and until
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it is superseded by any(appointment, notification,) order,
scheme, rule, form or bye-law ( made or) issued under the
provisions so re-enacted (and when any (Central Act) or
Regulation, which, by a notification under Section 5 or 5 -A

of the Scheduled Districts Act, 1874, (14 of 1874) or any

like law, has been extended to any local area, has, by a
subsequent notification, been withdrawn from and re-
extended to such area or any part thereof, the provisions

of such Act or Regulation shall be deemed to have been
repealed and re-enacted in such area or part within the
meaning of this section).”

According to this argument, the State Act refers only to enactment
and will not protect Regulations. On behalf of the Board, it was
argued that when the Act is repealed, the Rules & Regulations made
there under would not lapse automatically. It was also pointed out
that the definition of enactment given in definition 2 (17) of the
Bombay General Clauses Act includes Regulations. Section 3 (19)

of (The) General Clauses Act, 1897 is reproduced below:-

“(19) “Enactment” shall include a Regulation
(as hereinafter defined) and any Regulation of the Bengal,

Madras or Bombay Code, and shall also include any
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provision contained in any Act or in such Regulations as

aforesaid:”

Bombay General Clauses Act, 1904.

2.26

Section 3 (17) “Enactment” shall include (xxx) any
Regulation of the Bombay Code, and shall also include any
provision contained in any Act or in any such Regulation as
aforesaid.”

A plain reading of the above cited two sections indicates that their
effect will be the same. Section 25 of the Bombay General Clauses
Act refers to any “enactment” whereas section 24 of the General
Clauses Act refers to any Central Act or Regulation. The General
Clauses Act refers, interalia, to any notification made or issued
under a repealed Act or Regulation. The Bombay General Clauses
Act refers, interalia, to any notification made or issued under an
(repealed) enactment. So far as such a notification is not
inconsistent with the provisions of the re-enacted law, it will
continue in force, and be deemed to have been made or issued
under provisions so re-enacted. As indicated earlier, the GERC’s
Regulations of July 6, 1999 have been made through a notification

under section 58 of the ERC Act. Thus it seems reasonable to
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conclude that the said Regulations are saved even under the

provisions of section 25 of Bombay General Clauses Act.

Regulations & Exercise of Statutory Functions

2.27 A further argument was advanced on behalf of the Board that
according to a well settled practice statutory functions can always
be exercised by a statutory authority even if the Regulations as
envisaged in the Act have not been framed. In S. Bharat Kumar
v/s. Government of A.P 2000 (6) Andhra Law Times (ALT) (page 73
para 123), a Division Bench of Andhra Pradesh High Court dealing
with a similar provision of the Andhra Pradesh Electricity Reform
Act, 1998 dealt with the contention that the Andhra Pradesh
Electricity Regulatory Commission had not framed the regulations
prescribing the terms and conditions and therefore was not
empowered to determine the tariff. The Hon’ble High Court
referred to the decision of the Hon’ble Supreme Court in UPSEB
V/s. City Board Mussoori AIR 1985 SC 883 and held that the
framing of regulations is not a pre-condition for exercise of the
statutory function of determination of tariff. The Hon’ble Supreme
Court dismissed the Appeal filed by the consumers against the
above decision of the Andhra Pradesh High Court in Bharat Kumar
case. The Supreme Court decision is reported in Association of

Industrial User v/s State of A.P (2002) 3 SCC 711.
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2.28 We quote below from the above cited judgment of the Hon’ble
Supreme Court in UPSEB V/s City Board of Mussoori, the relevant

portion bearing on the point now at issue:-

“ The first contention urged before us by the City Board is
that in the absence of any regulations framed by the
Electricity Board under Section 79 of the Act regarding the
principles governing the fixing of the Grid Tariffs, it was not
open to the Electricity Board to issue the impugned
notifications. This contention is based on sub-section (1) of
Section 46 of the Act which provides that a tariff to be known
as the Grid Tariff shall in accordance with any regulations
made in this behalf be fixed from time to time by the
Electricity Board. It is urged that in the absence of any
regulations laying down the principles for fixing the tariff,
the impugned notifications were void as they had been
issued without any guidelines and were, therefore, arbitrary.
It is admitted that no such regulations had been made by
the Electricity Board by the time the impugned notifications
were issued. The Division Bench has negatived the above
plea and according to us, rightly. It is true that Section 79 (h)
of the Act authorises the Electricity Board to make

regulations laying down the principles governing the fixing
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of Grid Tariffs. But Section 46 (1) of the Act does not say
that no Grid Tariff can be fixed until such regulations are
made. It only provides that the Grid Tariff shall be in
accordance with any regulations made in this behalf. That
means that if there were any regulations, the Grid Tariff
should be fixed in accordance with such regulations and
nothing more. We are of the view that the framing of
regulations under Section 79(h) of the Act cannot be a
condition precedent for fixing the Grid Tariff’

2.29 One may note that ample guidance is already available for the tariff
determination process in the Central Act and the Gujarat Act.

2.30 To summarize (a) it can be safely concluded that the Regulations
issued by the Commission on July 6, 1999 continue to remain in
force by virtue of provisions contained in Section 70 (2) of the
Gujarat Act, in Section 185 (a) of the Central Act and Section 25 of
the Bombay General Clauses Act (b) Even assuming for sake of
argument that no Regulations are in force, their absence would

not be an impediment to the determination of the present petition.

Transfer Scheme:_The Board’s locus standi
2.31 Another argument raised against the maintainability of the petition
is based on the fact that Comprehensive Transfer Scheme to

which a reference has been made above, was notified by the State
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Government from 24/10/2003. The Government of Gujarat also
notified 1/11/2003 as the date of transfer for the purpose. It was
argued that although such transfer is presently provisional up to
1/11/2004, as stipulated under clause 9 of the transfer scheme,
such provisionality was only in respect of transfer of assets and
liabilities. It was argued that the petition ought to have been filed
by the successor entities and not by the Board. It was argued that
the later portion of the financial year 2004-05, the successor
companies to the Board would commence independent operations.
Even at present it was urged, that such companies are registered as

separate independent entities under the Companies Act.

Board’s Counter Arguments:_Transferee an Agent.

2.32 On this issue, it was argued on behalf of the Board that the
Transfer Scheme would have to be implemented in phases and
that the finances of the five successor companies have not yet
been worked out. Finance continues to be consolidated in GEB. Our
attention was also drawn to clause 11 (1) of the Transfer Scheme,

which reads as under:-

“The transferee shall, during the provisional period
specified in Clause-9, continue to function independently

and undertake business activities assigned to them on
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behalf of and as agents of the Board till such time the State
Government issues an Order authorizing the transferee, to
undertake such functions and activities on their own and

independent of the Board.”

Affidavit of Successor Entities

2.33 It was argued that in the above circumstances, the five companies
are acting as agents of GEB and that GEB alone is entitled to file the
petition. It was further urged on behalf of the Board that to avoid
any controversy, the five companies have filed Affidavit before the
Commission confirming that they will be bound by the orders of
the Commission in the above Petitions in the same manner, as GEB
would be. It was urged that a similar issue was also raised in S.
Bharatkumar’s case before the Andhra Pradesh High Court and
that (in para 51 to 54 of the above cited judgment) the Hon’ble
High Court considered the issue and held that APTRANSCO (which
was in a position similar to that of GEB in the present petition) had
locus standi to move the application before the Commission even

after the implementation of the Transfer Scheme.

Continuance of Proceedings

2.34 It may be noted that the Transfer Scheme was notified on

24/10/2003 after the Board filed its petitions in September, 2003.
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As such the successor entities were not in existence when the
petitions were filed. Clause 8 of the Comprehensive Transfer

Scheme reads as under :-

“The proceedings of whatever nature by or against the
Board pending on the date of transfer in regard to the
assets, liabilities and proceedings transferred to GSECL,
GETCO and the DISCOMS shall not abate or discontinue or
otherwise in any way prejudicially be affected by reason of
transfer under this scheme but such proceedings may be
continued, instituted, prosecuted and enforced by or

against GSECL, GETCO or, as the case may be, DISCOMS.”

2.35 According to sub-clause 5 of section 5, the successor entities will
be liable, in respect of pending proceedings, in the same manner
as Board would have been liable. Moreover Sub-section 10 of

section 28 of the Gujarat Act reads as under:-

“All suits and other legal proceedings instituted or that may
be instituted or pending involving the Government
Electricity Industry or the First Transferee, as the case may
be, before the relevant transfer scheme becomes effective

shall in the manner specified in the relevant transfer
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scheme be continued or instituted by or against the First or
the Second Transferee.”

2.36 According to explanation given in the section : “For the purpose of
this section and section 29, the expression “Government Electricity
Industry” means the Board and any other electricity industry owned

or controlled by the State Government”

Board’s Status after Central Act

2.37 Another line of argument was raised to support the contention
that the Board is not competent to approach GERC after the Central
Act came into force. The logic appears to be based on the
proposition that the competency of the Board (for filing the
petitions) will be affected by the change which its status may
undergo under the Central Act& the Gujarat Act.

2.38 In this regard the following argument was advanced on behalf of
the Board.

2.39 The Gujarat Electricity Board was formed under the provisions of
Section -5 of the Electricity (Supply) Act, 1948. While the said act
is repealed under the Electricity Act, 2003, GEB continues to be the
entity competent for filing of the present Petition as per Section

14, proviso 1 and other provisions as detailed below:

Section -14 of the Act, interalia reads as under:-
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14. The Appropriate Commission may, on application made
to it under section 15, grant a license to any person -
(a) to transmit electricity as a transmission licensee; or
(b) to distribute electricity as a distribution licensee; or
(c) to undertake trading in electricity as an electricity trader,

in any area as may be specified in the license:

Provided that any person engaged in the business of
transmission or supply of electricity under the provisions of
the repealed laws or any Act specified in the Schedule on or
before the appointed date shall be deemed to be a licensee
under this Act for such period as may be stipulated in the
license, clearance or approval granted to him under the
repealed laws or such Act specified in the Schedule, and the
provisions of the repealed laws or such Act specified in the
Schedule in respect of such license shall apply for a period
of one year from the date of commencement of this Act or
such earlier period as may be specified, at the request of
the licensee, by the Appropriate Commission and thereafter
the provisions of this Act shall apply to such business:”

2.40 GEB continues to be governed by the provisions of Electricity
(Supply) Act 1948 and the Gujarat Electricity ( R&R) Act 2003 for a

period of one year in respect of its deemed Licensee functions.
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The proviso one of Section 14 specifically states that during the
said period of one year the provision of the Electricity Act 2003 do
not apply to such deemed Licensee’s business. Accordingly, all the
aspects of GEB’s activities relating to Transmission, Distribution
and Trading will be governed by the provisions of the Electricity
(Supply) Act, 1948 and the Gujarat Electricity Industries (R&R) Act,
2003 till 9th June 2004 or earlier only if at the request of the GEB,
the GERC applies the Electricity Act 2003. Further, Section 172 of
the Electricity Act specifically provides for the continuation of GEB
as a State Electricity Board for a period of one year and also even

thereafter subject to the concurrence of the Central Government.

Further section 19 (1) of the Gujarat Act reads as under:-

“19. (I) No person shall carry on business of transmitting,
distributing or supplying (whether in bulk or not) electricity
in the State except-

(a) the Board constituted under section 5 of the Electricity
(Supply) Act, 1948,

(b) a Government company or a body corporate owned or
controlled by the State Government to which undertakings
vested in the State along with functions, duties, powers and
obligations, are transferred under sub-section (3) of section

28 by schemes published in the Official Gazette; hereunder,
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(c) under a Ticence granted under section 20 or exemption
granted by the Commission under section 26 or under a
sanction granted by the State Government under section
27,

(d) under a license granted by the State Government under
section 3 of the Indian Electricity Act, 1910 before the
commencement of this Act or under sanction given by the
Government under section 28 of that Act before such
commencement so long as such license or sanction is

subsisting :

Provided that the Board referred to in clause (a) and the
Government company or body corporate owned or
controlled by the State Government referred to in clause
(b) shall carry on business of transmitting or supplying
(whether in bulk or not) electricity subject to such terms
and conditions as the Commission may, by notification in

the Official Gazette, specify:

Provided further that the persons to whom a license or
sanction referred to in clause (d) has been granted or given

shall -
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2.41

(i) be deemed to be licensees or exemption holders under

this Act on the terms and conditions on which the license

or sanction had been granted;

(ii) the provisions of this Act applicable to a licensee shall
mutatis mutandis apply to such deemed licensees or
exemption holders; and

(iii) the license, or sanction granted to the deemed
licensees or exemption holders shall be subject to such
modification as the Commission may make consistent with

the objective and purpose of the Act .

Further as we have seen, under clause (1) of Schedule -G of the
Comprehensive Transfer Scheme, the Board can continue to
undertake the activity of sale of electricity to any consumer in

Gujarat till such date as the State Government may direct.!

2.42 As is evident from the above cited provisions, the Board can

continue to supply electricity in virtue of the exemption contained
in Section 19 (1) (a) of the Gujarat Act. The first proviso to Section
19 (1) also envisages that the Board can continue in the business of
distribution of electricity. Further the first proviso to Section 14 of

the Central Act confers a deemed license status on the Board. The

! The Government of Gujarat vide its notification no. GU-2004-39-GEB-1104-2961-K dated
10" June 2004 has, under section 172 of the Electricity Act, 2003, authorised GEB to continue

function as a licensee for a further period of six months beyond 10™ June 2004 i.e. upto a 9"
December, 2004 (Annexure- 7)
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Central Act, as we saw contains enabling provisions for unbundling
of the Board. The Central Act provides for creation of the State
Transmission Utility and a State Load Dispatch Centre. While these
two entities are barred from trading in electricity, the Board
(notwithstanding any change that may occur in its corporate
structure) is not barred from distribution of electricity.

In view of the above position, there seems to be no provision

preventing the Board from filling the petitions.

Provisions about Cross Subsidy

2.44 Another argument against the maintainability of the petitions was

advanced based on the sections of the Central Act and the Gujarat
Act which mandate a progressive reduction of cross subsidization
among different categories of consumers. Section 32 (5) (a) of
the Gujarat Act lays down in following terms one of the guiding
principles which the Commission has to keep in view, while

specifying the terms and conditions for tariff determination.

“(a) [Tariff determination] shall, be in a manner that the
existing subsidy given to any class or classes of consumer
by charging higher tariff from other classes of consumer is
progressively reduced to the extent that within a period of

five years from the commencement of this Act, the tariff to
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every class of consumer shall reflect a minimum of sixty-
seven per cent of that licensee's average cost of supply of

electricity to that class:”

2.45 The corresponding provision in section 61 (g) of the Central Act

2.46

lays down that one of the guiding principles while specifying
Regulation terms and conditions for tariff determination should be
that the tariffs should progressively reflect the cost of supply of
electricity and also reduce and eliminate cross subsidies within the
period to be specified by the appropriate Commission.

On this argument the following submission was made on behalf of

the GEB:

“The Contention raised that there can not be any cross
subsidization after the ERC Act came into force in view of
the decision of the Hon’ble Supreme Court in West Bengal
Electricity Regulatory Commission case (2002) 8 SCC 715-
Para -91 is not correct. The Hon’ble Supreme Court
considering the matter in the context of the West Bengal
Electricity Regulatory Commission having reduced the cross
subsidization and the High Court had interfered with such
reduction in the cross subsidy. In the above context, the
Hon’ble Supreme Court after holding that the High Court

should not ordinarily interfere with the decision of the
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Expert Tribunal stated that the Commission’s order on
reduction of cross subsidy should not have been interfered
by the High Court. The observation contained in Para-91 of
the Judgment of the Hon’ble Supreme Court can not be
read out of context to say that cross subsidy is not

admissible at all after the ERC Act.

“In any event the above contention, in the context of the
present case is not relevant. The Gujarat Act specifically
provide in Section -32 (5) (a) for the progressive reduction of
cross subsidy up to 67% over five vyears from the
commencement of the Act. The subsequent Electricity Act,
2003, in section 61 leaves it to the Hon’ble Commission to
decide phasing out of the cross subsidy and its eventually
elimination. Under the Electricity Act, the cross subsidization
phasing out is expected to be beyond five years. Reference in
this connection may be made to Section -42 which provides for
phasing out of the open access up to 1 MW connected load by
five years but with the payment of cross subsidy surcharge.
Accordingly, the cross subsidization of a class of consumers by
another class can continue”

2.47 It may be noted that the (average) cost of supply (of electricity) is

generally derived by dividing the total expenditure of the Board by
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the Millions of units of energy sold. The cost to supply will be
relatively lower at high voltages than at low voltages. The cost to
supply will also be higher in rural areas. The existing power tariff
structures have a built in cross subsidy pattern, in which the
subsidizing consumers belong largely to industrial and commercial
categories, while the subsidized categories consist of agricultural,
rural and residential consumers. It may be noted that this cross
subsidy is built into the tariff structure. Further the State
Government may also decide to give further subsidy (as for
example to agricultural consumers) over and above the cross
subsidy. The Central Act and the Gujarat Act provide that if the
State Government decides to give any such subsidy (apart from
and over and above the cross subsidy), corresponding subsidy
amount should be paid to the licensee in the manner that may be
specified by the Commission. It is necessary to distinguish these
two kinds of subsidies.

According to the Central Act, the Regulatory Commissions have to
formulate a programme for progressive reduction of cross subsidy.
Any such programme will have to be evolved based on the ground
realities of the power sector in a State. Besides data gathering and
expert studies such a programme will involve wide public
consultation process and state policy interventions. The

Commission is separately undertaking this exercise.
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2.49 As may be seen from the wording of the relevant sections of the
Central Act and the Gujarat Act, the element of cross subsidy will
have to be progressively reduced over a period of time. It cannot
be done abruptly or at one go since it will lead to unbearably large
burden on certain categories of consumers. The fact that the
proposal made by the Board will continue with existing
components of cross subsidy will not in any way invalidate the

petition.

National Electricity Policy and Tariff Policy: Section 3, the Electricity Act.

2.50 We now proceed to consider another argument raised by one of
the objectors to the maintainability of the petitions which is based
on Section 3 of the Central Act . This Section lays down that the
Central Government shall from time to time prepare National
Electricity Policy and Tariff Policy in consultation with the State
Governments and the Central Electricity Authority for the
development of the power system based on optimum utilization of
resources such as natural gas, coal, oil etc. The said section also
lays down that the Central Electricity Authority shall prepare a
national electricity plan in accordance with the National Electricity
Policy and notify such plan once in five years. Further section 61,
cited above, lays down that the appropriate Commission shall,

while specifying the terms and conditions for determination of
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2.51

2.52

tariff, be guided interalia by the National Electricity Policy and Tariff
Policy.  National Electricity Policy and Tariff Policy have not yet
been finalized by the Central Government. It has therefore been
contended that it would not be possible to decide the petition in
the absence of the National Electricity Policy and Tariff Policy.

On behalf of GEB, the following submission was made:-

“It need be mentioned that even though the provision under
Section -3 of the Electricity Act 2003 are equally applicable

to the Central Electricity Regulatory Commission, that
Authority has gone ahead and discharged its functions as

laid down under Section -79 of the Electricity Act 2003 for
formulating the Regulations governing the tariffs for supply

of power by the Central Sector Undertakings”

It is once again to be noted that the absence of a National
Electricity Policy and Tariff Policy would not come in the way of
tariff determination. Such a policy statement will consist of broad
general principles for tariff determination in accordance with
parameters set in the Central Act. The Gujarat Act and the Central
Act in any case contain guiding principles for the determination of
tariffs. In our view, the current petitions will have to be dealt
with in accordance with the guiding principles already contained in

the Gujarat Act and the Central Act.
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Objections Relying on Other Statutory Provisions
2.53 Now we turn to further arguments that question the validity of
the Board’s petitions in terms of other statutory provisions. We
enumerate this set of arguments advanced by the objectors and
address them one by one. (a) One such argument was that the
Commission has no power and jurisdiction to approve Aggregate
Revenue Requirements (ARR) for a period of four financial years
2000-01, 2001-02, 2002-03 and 2003-04. (b) In a related
argument, it was urged that the Commission has no power and
jurisdiction to allow the recovery of accumulated shortfall of the
long past period of 4 years in 5 equal instalments in the next five
years. (c) The revenue projections of GEB cover the financial year
2003-04 whereas under section 36 (6) of the Gujarat Act , the
licensee has to provide for the ensuing financial year full details of
its calculations of the expected aggregate revenue from charges it
believes to have been permitted to recover under the tariff, and
such further information, as the Commission may require, to asses
such calculations. In elaboration, it was stated that under the
statute the tariff revision is contemplated to be an annual exercise
keeping in view the projections for the coming year. If GEB is
seeking any tariff revision for the year 2004-05 or thereafter, it

has to prefer petition on the basis of projections for FY 2004-05
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and subsequent years. Petitions cannot be based on the financial
results of past 4 years as tariffs are to be based on the principles
of cost of supply and the cost of supply has to be relevant to the
year for which tariff is to be determined. (d) Another objection
raised was that the proposed tariffs as contemplated under
explanation (b) of section 36 of the Gujarat Act have not been
furnished in the petition (292/2003). (e) It was further urged that
the Commission’s power is restricted to determination of tariff and

not to rationalization of tariff.

Tariff Filing, Tariff Rationalization

2.54 We shall now examine the arguments listed above from (a) to (e).
Incidentally petition 292/2003 is entitled , ‘* GEB’s Revenue
Requirements and Tariff Rationalization Proposal’. Further

paragraph 1.3.9 of the petition reads as under:-

“GEB, now proposes to submit the details of its Aggregate
Revenue Requirement (hereinafter referred to as ARR) for
the Financial Years 2000-01, 2001-02, 2002-03 and
2003-04 through this Petition. GEB is also filing herewith
the proposal for creation of Regulatory Assets and details

of Tariff rationalization in order to recover the said ARR.”
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2.55 The Commission finds it difficult to accept the argument that its
powers are limited only to fixation of tariff and not to
rationalization of tariff. This sort of distinction sought to be
made between tariff fixation and tariff rationalization is artificial
and unsustainable. It is very well recognized in regulatory practice
that tariff fixation and tariff rationalization will have to go
together. In fact tariff rationalization is an integral part of any
exercise for tariff fixation. The absence of the usage of the term
‘rationalization’ in the statute does not imply that the Commission
cannot, wherever necessary, undertake tariff rationalization . Tariff
rationalization, as we noted above is an inseparable part of any
exercise for tariff fixation. This discussion disposes of the

argument mentioned at (e) above.

Tariff Schedule

2.56 At this point, one may also note that the objection mentioned at (d)
above is not borne out in that the Chapter- 12 of the Board’s
petition No. 292/2003 gives various tables which contain details of
the existing tariff structure and proposed tariff structure for

various categories.

Regulatory Assets
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2.57

2.58

2.59

In chapter-11.3.1.2 of the petition entitled ‘Treatment of shortfall
of Revenue Requirements’, GEB estimated the short fall in revenue
requirement for the four years 2000-01, 2001-02, 2002-03 and
2003-04 at Rs. 8849 crores. The Board also made the following

proposals in this chapter:-

“It is proposed to meet the shortfall in revenue requirement
through a combination of options such as realization of
additional revenue through tariff rationalization and
postponing rest of the shortfall in revenue requirement by
forming a Regulatory Asset. The Regulatory Asset is to be
amortized in the subsequent years and the associated
financing cost is to be allowed to be included in the
revenue requirements during this period as legitimate
business expenditure”.

This proposal for ‘regulatory asset’ was vehemently opposed by
many objectors on the ground that such recoveries for past arrears
would not be only unjustified but are not contemplated in the law
governing Electricity supply industry.

As will be evident from the later portion of the order, the Board in
its general affidavit -in-reply to the objections to Petition 292/
2003, indicated that it would come up later with a separate

proposal about ‘regulatory assets’ after finalization of a financial
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restructuring plan for the unbundled entities in consultation with
the State government. The Commission has therefore decided not
to consider the issue of ‘regulatory assets’ at this stage. This

disposes of the argument mentioned at (b) above.

Annual Revenue Requirement

2.60 Although the issue, in so far as it relates to ‘regulatory assets’
does not need consideration, the idea of ‘Annual Revenue
Requirement’ (ARR) may have to be clarified. The term ARR is used
in regulatory parlance to refer to the licensee’s forecast of income
needed for carrying on its operations in an efficient and
economical manner. It is not necessary at this stage to go into
minute details of items of a licensee’s income from electricity
business. In broad terms, such income should be adequate to
cover legitimate business expenses prudently incurred and
reasonable return on the capital employed. The sources of the
income, of the Electricity Boards broadly consist of sales
revenue, grants and subsidies from Government and other income
received either from consumers or from other sources. There will
naturally be detailed listing of individual items under each of
these three broad heads along with sub-group-wise classifications
as in any accounting system. It is necessary in any tariff exercise

to consider the two aspects of the licensee’s business - the
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2.61

expenditure side and the income side - to determine the
appropriate level of tariff. To cite an example, the Sixth Schedule
to the Electricity ( Supply) Act lays down a detailed procedure for
calculating the reasonable return and clear profit for a licensee
based on eligible items of revenue and expenditure. The object of
such an exercise is to ensure that the expenditures incurred are
necessary, legitimate and prudent so as to conform to good
industry practice or to acceptable norms. The income and
expenditure segments of the licensee’s business have to be seen
so that the consumers pay reasonable rates and the licensee earns
only reasonable return as may be laid down in law. A guiding
factor mentioned in the Central Act refers to ‘safeguarding of
consumers’ interest and at the same time, recovery of the cost of
electricity in a reasonable manner.

In order to examine these aspects, it is essential to obtain and
scrutinize the annual revenue requirement of the licensee even for
earlier years, if he has not filed them for scrutinising his tariff
proposals. This issue goes to the heart of the tariff setting
exercise and cannot be separated from it. In this view of matter,
the Commission will have to look at the expected revenue from
charges allowed to a licensee and also the reasonableness and

need of the proposed expenditure.
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Annual Tariff Filings

2.62

2.63

One of the objections raised above was that the tariff filing and
determination has to be an annual exercise and that if the tariff is
not filed in respect of any years, details of financial and technical
operations of such bygone years should not be utilized later.

The Board filed the tariff petitions nearly after three years. It has
included the income and expenditure details for 2001-02, 2002-
03 and projections for 2003-04. It has to be noted that the Central
Act and the Gujarat Act contain provisions enabling the licensee to
make an application for tariff. Both the Acts also lay down that
tariff should not be revised more than once in any financial year
except based on any fuel surcharge formula. The Gujarat Act
further lays down that the tariff can be fixed for a period up to 5
years. The Central Act provides for multiyear tariff principles. As

such Tariff determination need not be a yearly exercise.

Delay in Filing Tariff Petition - Reasons

2.64

The Board gave the following reasons for the delay in filing the

tariff petitions:

“As mentioned above, there has been number of factors
beyond the reasonable control of GEB which have affected

the working of the GEB and its ability to supply electricity
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without significant increase in the tariffs. Since the last
Tariff Rates revision in October 2000, the circumstances
and conditions so prevailed that the GEB had to continue
with the said Tariff Rates till now. The first and foremost
was the unprecedented earthquake of 26th January 2001.
The new financial year 2001-02 witnessed a continued
third dry spell in the State. Both these eventualities actually
called for relief rather than any new price hike. Apart from
continuing the pre-revised tariff rates for agricultural
sector, the State Government announced a number of
packages of concessions and relief to other categories of
consumers affected by the earthquake. GEB had to manage
its financial requirements by extra borrowing of Working
Capital through Bonds and other Debt instruments. Even a
tariff rate revision proposal after a lapse of three years has
invited objections from the consumers that the proposals
are coming in so short a period. Any proposal in the
intervening period would have been inhumane and caused
great hardship to the consumers.”

2.65 The question is as to what has to be done about the ARRs for the
past years shown by the Board. One issue is whether the law
permits consideration of the ARRs of past years for determining

regulatory assets and their proposed mode of recovery. As
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mentioned earlier, we need not express any opinion on this issue

in view of the Board’s revised stand on the ‘regulatory assets’.

Financial Data of Earlier years, Expenditure forecast in the petition.

2.66 The second question is whether tariff filing, which can be for an
ensuing year or ensuing part of a current financial year, should
restrict itself only to the licensee’s income and expenditure of the
current financial year (in which the petition is filed) and the next
financial year. In other words, should the income and expenditure
figures based on the accounts of the immediately preceding years
be just ignored? A further point for consideration is whether a tariff
petition filed without forecast for an ensuing year will, on that
account, become legally invalid (argument mentioned at (c) above).

2.67 When expenditure projections are made for the ensuing year, they
will normally be at a higher level for variable costs based on an
inflation factor. As a result, the licensee will be able to reflect a
higher level of expenditure compared to a base year or an earlier
year in which tariff may have been fixed. If on the other hand, the
licensee makes a projection, based on the cost levels of the year in
which the petition is filed, the expenditure estimates will be lower
since they lag one year behind the inflationary cost trend. In this
view of the matter, the use of cost data of the year in which the

petition is filed, will work to the advantage of the consumers. The
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2.68

2.69

provision in the Gujarat Act, which provides for tariff filing based
on cost data of the ensuing financial year, is to the advantage of
the licensee. But if the licensee chooses to adopt the costs of the
year in which the petition is filed, it would not render the petition
invalid. Therefore, the Board’s petition which was filed in
September,2003 and which is based on forecast of income and
expenditure of 2003-04, can be considered.

The other question is about consideration of expenditure figures
of past years. Leaving aside the issue of ‘regulatory assets’?, one
may note that a tariff filing may include forecasts for income and
expenditure for ensuing year (if licensee submits those estimates)
and provisional figures and estimates for the ongoing year. It will
be necessary as part of the scrutiny process to evaluate the
reasonableness of the forecasts. One commonly applied test is to
look at growth rates of expenditure and income items. Another test
is to consider the behaviour of various parameters of operational
efficiency over a period of time. The main point to be noted is that
without an  assessment of various details over immediately
preceding 2-3 years, it will be difficult to make a realistic analysis
of any tariff proposal.

It will be therefore difficult to accept the argument that Board’s

income and expenditure figures of preceding years should be

? GEB’s submission on regulatory assets may be seen in Chapter 9 of this Order.
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2.70

2.71

ignored. At this stage, the income and expenditure for past years
have to be noted and taken on record. If any claims are made
based on these figures in future, an appropriate view will have to
be taken on merits.

In a tariff filing the licensee files his forecast of expected income
and expenditure. Even after regulatory scrutiny the actual figures
of income and expenditure will turn out to be different because of
the dynamic nature of the operations. To ensure that no unduly
excessive projections are made, one has to look carefully at the
trends of expenditure in the immediate past years on the basis of
certified audited accounts. It may be noted that accounts of the
Board are audited by the Comptroller and Auditor General of India.
In the instant case, the Commission has relied on the certified
audited figures of expenditure and revenue of the Board fro the
years 2000-01, 2001-02, 2002-03. For 2003-04, the Board has
furnished (since filing was made in September 2003) forecast of
revenue and expenditure. It may be stated even at this stage that
the Commission has examined the forecast from the angles of
internal consistency and conformity to trends of immediate past
years.

Thus, the Commission is only going by the trends of income and
expenditure revealed in accounts certified in audit and on

projections based on the past trends irrespective of the estimates
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given by the Board. As can be seen from the later part of the order,
the Commission has also given directions linking the Board’s
expenditure, especially in generation, to efficiency norms. The
Commission’s directions also provide for power purchase ( the
other major component of the Board’s expenditure) based on a
merit order. The Commission has neither provided for depreciation
and rate of return nor tried to cover the large revenue deficit
revealed in the Board’s CAG audit certified accounts through

corresponding tariff increases.

Data Inaccuracies and Inconsistencies

2.72

2.73

Many objectors pointed out inconsistencies and inaccuracies in
the figures furnished by the Board. The Board filed a separate
affidavit carrying out rectifications of the errors and inaccuracies
which came to light during the consultation process. Some
objectors tried to argue that the errors and inconsistencies have
undermined the credibility of the petitions.

The Commission has noticed various discrepancies and
inaccuracies in the petition during its process of scrutiny. The
Board has, as mentioned earlier, rectified the errors which have
been noticed. The Board should take special care in future fillings
to avoid such errors and ensure data consistency. The

Commission has separately directed the Board that in its future
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filings, figures for the previous 2-3 years should be based on
audited figures where available or otherwise should be got
checked by a Chartered Accountant. However in our view it would
be going too far to say that the data discrepancies have in any way
undermined the credibility of GEB’s petition. These are essentially
issues of data validation . As mentioned, the Commission has gone
by the audited revenue and expenditure figures certified by the
C.A.G for FYs 2000-01, 2001-02 and 2002-03. As for 2003-04,
their consistency with trends of the immediate past years has

been checked.

Nature of Public Hearing

2.74 It was argued by some objectors that the Board did not furnish all
the clarifications/information sought by them. It has been urged
that in consequence the requirements of section 32 (7) of the
Gujarat Act have not been met. The maintainability of the petition
has been challenged on this ground also . It was argued that
Section 86 (3) of the Central Act enjoins upon the Commission to
ensure transparency while exercising its powers and discharging
its functions. It was further argued that transparency means full
disclosure of the particulars demanded by the objectors and any
affected interested persons as well as supplying of all materials and

data to the objectors which have been supplied by the petitioner to
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the Commission. A grievance was made that such disclosure was
not made. In this connection a reference was made to the
judgment of the Hon’ble Supreme Court in WBERC Vs CESC Ltd,
2002 SCW 4212 according to which, so it was mentioned, that the
hearing has to be meaningful and not illusory. A grievance was
made that GEB has not furnished the relevant materials and data
required by the objectors. It was argued that the proceedings
should therefore be stayed at the on going stage, till such
particulars are furnished by GEB to the objectors. It was further
argued that the objectors are required to be granted time for
making submissions after such particulars are provided.

2.75 The Commission is of the view that these arguments are based on
a complete misreading of the law and the judgment of the Hon’ble
Supreme Court in WBERC Vs CESC Ltd, 2002 SCW 4212. But before
examining the legal aspects, it needs to be emphasized that the
procedure for effective consultation has been fully met in the

proceedings.

Consultation Process Followed

2.76 The consultation process undertaken for the petitions has been

brought out in a separate section. To recapitulate briefly, public
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notices about the petitions have been given in the newspapers. The
three petitions have been kept on the Board’s website and made
available form the field offices of the Board. The time limit for
receiving suggestions and objections has been extended. The
Board also placed its accounts on its website. The Commission
received 116 suggestions and objections from various
organizations and individuals running into almost 2000 pages. It is
noteworthy that many individuals and organizations have made
detailed comments based on painstaking study. The GEB was asked
to send its responses individually to the objectors. The Board
accordingly filed one Master Affidavit and several other affidavits
in response to the suggestions and objections. The Commission
invited all the objectors to a public hearing (copy of letter enclosed
). The sittings were held continuously ( except for a break on
Sunday) between May 12 - 21, 2004. Individual convenience of the
objectors was accommodated to the maximum possible extent.
The hearings were marked by extensive discussions. Thus the
requirements of both the Central Act and the Gujarat Act with
regard to eliciting suggestions and objections from public were
complied. The Commission believes that the Board has provided
adequate information for effective and meaningful participation by

the general public.
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2.77 During the entire hearing no grievance of this type was made by
any objector barring in a couple of representations for industrial
houses. But for accommodating such objectors, it is not possible
to change the nature of proceedings laid down in the law and in

the pronouncement of the Hon’ble Supreme Court.

Reliance only on Materials on Record

2.78 It may be clarified that the Commission while deciding the
petitions only relied on the materials contained in the petitions,
the information filed by the objectors the affidavit filed by the
Board in response to the objections and the further filings and
information provided by the objectors during the hearing. In fact
the objectors to the petition on Parallel operation charges, almost
all of whom, were large industrial houses, submitted voluminous
written materials even at the time of hearing. The Commission took
these on record for consideration besides affording time
generously to such objectors for presenting oral arguments. Some
of these objectors, wanted to give supplementary information and
further written submissions based on their arguments at the time
of hearing. The Commission permitted them to do so. Incidentally
none of the objectors representing the general public raised this
issue. The transparency requirements are thus fully met. The

materials which the Commission used were only from the records

60



Gujarat Electricity Regulatory Commission

2.79

of the proceedings as mentioned above. These are sufficient for
deciding the matters arising in these petitions.

Evidently the Commission has to make its own analysis and
interpretation as part of the tariff setting exercise. Besides it has to
address issues of data consistency and data validation. As
mentioned earlier some inaccuracies and inconsistencies were
pointed out by the objectors. The Commission, therefore, also in
response to this concern scrutinized the data based on CAG’s
audited figures. In doing so, the Commission was addressing the
concerns expressed by the various objectors. In this process, the
internal consistency of figures in various tables of the filings and

their conformity to year-to year trends were examined.

Formal Judicial Proceedings, Public Hearing

2.80

Before quoting the relevant extracts of the above cited judgment of
the Hon’ble Supreme Court it is necessary to observe that the
public hearing envisaged under the Gujarat Act for tariff
determination is not comparable to an adversial formal judicial
proceeding between litigants who appear as petitioners and
respondents. Both the Central Act and the Gujarat Act envisage a
procedure for getting suggestions and objections from the public.
Accordingly information sufficient for effective participation has to

be provided and in this respect public hearing cannot be on the
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same footing as a formal judicial proceeding. This interpretation is
totally consistent with the pronouncement of the Hon’ble Supreme

Court.

Observations of Hon’ble High Court of Andhra Pradesh

2.81

Before discussing the relevant portion of the judgment of the
Hon’ble Supreme Court bearing on this point, it will be instructive
to consider the following observations from the judgment
delivered by the Hon’ble High Court of Andhra Pradesh in S.Bharat
Kumar Vs Government of Andhra Pradesh (already cited). In para-

81, the Hon’ble High Court of A.P. has observed that

“the extent and content of right to be heard depends on
fact-situation and the nature and complexities of the
proceedings. In testing an administrative or quasi-judicial
act from the point of view of its conformity with the
principles of natural justice, a pragmatic and realistic view
is required to be taken. In our considered view, informality
and flexibility of procedure in tune with the situational
exigencies and practical needs could very well satisfy the
requirements of fair play in action. Let us take a case of
tariff fixation on the proposals submitted by a monopolist

licensee like APTRANSCO. Thousands of consumers may
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come forward to file objections and to air their views. The
Commission is expected to give its decision within ninety
days of receipt of the information which it requires. In
this situation, it may be impracticable, if not impossible, to
give hearing to each and every objector by proceeding in a
methodical manner as a regular Court of law. In the course
of hearing and in the light of the data furnished by the
licensee and the objectors, some clarifications may be
required. Nothing prevents the Commission to seek
clarification from the licencee or to have it verified by the
Commission’s staff. It would not be practicable to give
hearings again after such verification and clarification
process apart from the fact that the allegation of private
consultations’ is denied in the counter. It is not possible to
grant time requested for by each and every objector and to
interact at every stage from beginning to the end with the
innumerable objectors who may have filed objections or
participated in the public hearings before the Commission.
As already observed, we have to take a pragmatic and

reasonable view.”

2.82 The purpose of citing the above passage is not to whittle down the

need or importance of consultation with consumers envisaged in
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the law. The purpose rather is to emphasise the nature of
proceedings visualized in statutes for facilitating such consultation.
The Commission has embarked on an analysis of this aspect of
public hearing with considerable reluctance only for addressing
the sharply worded (but factually and legally unfounded)

articulations on behalf of a couple of objectors.

Hon’ble Supreme Court’s Judgment

2.83 Now we may turn to the relevant portion of the judgment delivered
by the Hon’ble Supreme Court in West Bengal Electricity Regulatory
Commission v/s CESC Ltd and others bearing on the matter now
at issue. To put the matter in the proper perspective, it should be
noted that in this judgment the Hon’ble Supreme Court balanced
the view taken by the Hon’ble High Court of West Bengal, which
totally negatived the right of representation of consumers in
public hearings. The Hon’ble Supreme Court partly restored this
right. The Hon’ble Supreme Court however made it abundantly
clear (in the context of relevant regulations of WBERC) that
consumers do not have an indiscriminate or unfettered or
unregulated right of participation. ( We may add that were that to
be so, the public hearings would get transformed into formal

judicial proceedings between litigants.
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2.84 In what follows we give extracts from the above cited judgment of

the Hon’ble Supreme Court, which clearly brings out the position:-

“The [West Bengal Electricity Regulatory Commission]
Commission in the proceedings before it, issued
newspaper publication calling upon the persons to appear
and file objections in case they were interested in the
proceedings. .......... the respondent company being
aggrieved by the final order of fixation of tariff by the
Commission preferred the statutory appeal before the High
Court ........... However when the matter came up for final
hearing the applications of these consumers organizations
[who participated in the proceedings before the
Commission and who wanted to make representations
before the Hon’ble High Court of West Bengal] were
rejected by the High Court holding that the Commission
does not have the power to issue indiscriminate notice to
the consumers or for hearing them. ........... The High Court
in the course of its judgment has negatived this right to the
consumers, primarily on the ground that permitting a large
number of consumers who in the instant case are to the
extent of 17 lacs would amount to an indiscriminate

representation. It observed that permitting such large
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2.85

2.86

scale interference in the proceedings would lead to
absurdity..................

It is in the above context that the Hon’ble Supreme Court, while
upholding the right of representation by consumers also upheld
the procedure of the West Bengal Electricity Regulatory Commission
“ by which it could restrict the number of representations as also
the method to be followed in the proceedings before it which
include the restriction on hearing.” The Hon’ble Supreme Court also
upheld the right of the Commission “ to regulate the nature and
extent of participation by such groups”.

It may be mentioned that the GERC also laid down its Regulations
for receiving and dealing with the objections/ comments in regard
to matters pending before the Commission pursuant to the
advertisement and publication issued for the purpose. The
Regulations read as under:-

“52. (1) Every person who intends to file objection or
comments in regard to a matter pending before the
Commission, pursuant to the advertisement and publication

issued for the purpose (other than the persons to whom
notices processes etc. have been issued calling for reply)

shall deliver to an Officer designated by the Commission for

the purpose the statement of the objection or comments
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with copies of the documents and evidence in support
thereof within the time fixed for the purpose.

(2) The Commission may permit or invite such person or
persons including the associations, forums and bodies
corporate holding the certificate of registration as it may
consider appropriate to participate in the proceedings
before the Commission if, on the report received from the
Officer, the Commission considers that the participation of
such person or persons will facilitate the proceedings and
the decision in the matter.

(3) Unless permitted and/or invited by the Commission, the
person filing objection or comments shall not be entitled to
participate in the proceedings to make oral submissions.
However, the Commission shall be entitled to take into
account the objections and comments filed after giving
such opportunity to the parties to the proceedings as the
Commission considers appropriate to deal with the
objections or comments”.

2.87 The above Regulations are similar to those of the West Bengal
Regulatory Commission. It has to be noted that these Regulations
have been formulated interalia to regulate the public hearings on
tariff petitions. Under Regulation 52(3), there is no automatic right

of participation in the proceedings to make oral submission. Yet
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the Commission invited all the 116 objectors to ensure
participation and transparency. It is not necessary to labour this

point further.

Time Limit for Disposal of Petition

2.88 Now we proceed to another objection about the maintainability of
the petition based on the provisions contained in section 32 (9) of
the Gujarat Act and section 64 (3) of the Central Act. Section 64 (3)

reads as under:-

“The Appropriate Commission shall, within one hundred
and twenty days from receipt of an application under sub-
section (1) and after considering all suggestions and
objections received from the public ... ............................

(a) issue a tariff order accepting the application with such
modifications or such conditions as may be specified in that
order; XXXXXXXXXXXXXXXXX XXXX XXXXX

XXXXXXXXXXX

Section 32 (9) of the Gujarat Act reads as under :
“No tariff or part of any tariff which is determined by the
Commission and implemented may be revised at the instance

of the licensee more than once in any financial year, except
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in respect of any changes expressly permitted to be revised
including under any fuel surcharge formula as may be
specified by the Commission in the order determining the
tariff. The licensee shall provide details of the proposed
revision in tariff to the Commission, together with such
further information as the Commission may require. The
Commission shall notify its decision on the proposed revision
in tariff within ninety days of receipt of all information and
after hearing the interested persons”.

2.89 It was therefore argued that under section 64 (3) of the Central
Act, proceedings would not be maintainable after the expiry of the
period of 120 days from a tariff application3. The petitions, so it
was urged, have lapsed and that the Commission has become
functus officio and has no jurisdiction to decide them. It was
added that in view of this clear provision in the Central Act, the
corresponding provision in the Gujarat Act would be of no avail. It
was further argued that with reference to Order V R.1 Summons of
the Civil Procedure Code that time period cannot be extended by
a Court unless there is a specific provision for it in the Statute.

2.90 On behalf of the Board, it was argued that the above provision

contained in section 64 (3) of the Central Act is directory and not

1. *® The GEB furnished all information in respect of the petition on 7.4.2004. The Commission’s
hearing concluded on 21.05.2004. This order delivered on 25.06. 2004 has thus taken 79 days
from filing of all information by GEB and 35 days from the last day of public hearing.
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2.91

mandatory in nature. It was also argued that such provisions are
included so that the Hon’ble High Court can issue directions to the
Commission to decide a matter in case of inordinate delay. But
even when such provisions are included in a Statute, the petitions
or proceedings will not cease to exist after the time limit fixed for
disposal. The tariff determination, it was further argued, is a
complex process involving procedures such as public notice,
invitation of suggestions and objections, receipt of information and
documents, scrutiny of such materials and furnishing responses to
the objectors. Further the processes of public hearings are also
involved. In such proceedings it will often be difficult to adhere to
predetermined time schedule.

The Commission is of the view that the proceedings will not
terminate abruptly even if some time limits are breached. Such
clauses are inserted to ensure that proceedings are disposed of as
expeditiously as may be possible, in due compliance with the other
applicable provisions of the law. As may be seen, Section 64(3) also
stipulates that before making a tariff order, the Commission would
have to consider all suggestions and objections received from the
public. In the matter of the three petitions filed by the Board, the
public hearing was held from May 12 to May 21, 2004. A
reasonable time period thereafter for considering the petitions

would be essential.
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2.92 Incidentally the above referred “R.1.Summons”, from Order -V,

imposed a time limit actually on the defendant and not on the
Court. The relevant portion is quoted below,
“R.1.Summons. - [(1) when a suit has been duly instituted, a
summons may be issued to the defendant to appear and answer
the claim and to file the written statement of his defence, if any,
within thirty days from the date of service of summons on that
defendant .

Provided that no such summons shall be issued when a
defendant has appeared at the presentation of plaint and admitted
the plaintiff’s claim:

Provide further that where the defendant fails to file the
written statement within the said period of thirty days, he shall be
allowed to file the same on such other days as may be specified by
the Court, for reasons to be recorded in writing, but which shall not

be later than ninty days from tha date of service of summons]. “

Incidentally O.XXX IX R. 3 A of the Civil Procedure Code reads as under:

“ Court to dispose of application for injunction within
30days - Where an injunction has been granted without
giving notice to the opposite party , the Court shall make

an endeavor to finally dispose of the application within

thirty days from the date on which the injunction was
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2.93

granted; and where it is unable to do so, it shall record its
reasons for such inability”

In this instance, the law clearly lays down that the Court shall
make an endeavour to finally dispose of the matter within thirty
days from the date of injunction. Incidentally the Central Act
nowhere lays down that the petition will lapse at the end of 120

days from the date of filing.

2.94 There is one more aspect that needs consideration. A little

reflection shows that the time limit has been specified so that the
licensee is not subjected to financial difficulty by delay in deciding
his application. The provision, as was pointed for the Board, would
actually help the aggrieved licensee in appealing to the Hon’ble
High Court in the event of delay. Arguing that his application
would lapse at the end of 120 days would virtually amount to
making the legislative intent stand on its head. Incidentally the
above cited section 32 (9) of the Gujarat Act provides that the
Commission shall notify its decision on the proposed revision in
tariff within ninety days of receipt of all information and after
hearing the interested persons. Based on the above reasoning, we
conclude that the proceedings do not cease even if the time limit of

120 days is exceeded.

Legal Maintainability Upheld
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2.95

2.96

2.97

Uptill now, we have examined the common legal objections
raised against the maintainability of the three petitions filed by
GEB. We have discussed all the arguments with reference to the
applicable legal provisions. We have concluded that the common
arguments against the maintainability of the Board’s three
petitions are unfounded and can not survive.

As mentioned earlier, some legal objections have been raised
individually against the maintainability of the petitions
concerning the FPPPA and POC. These Petition- specific objections
have been addressed in the orders on those two petitions. In those
petitions also the Commission came to the conclusion that the
individual petition- specific arguments against the maintainability
of the petitions are not sustainable.

The Commission accordingly holds that the three petitions filed by
GEB viz. 252/2003, 256/2003 and 292/2003 are legally

maintainable.
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3 Summary of GEB’s Petition

In this chapter, salient features of GEB’s filing are outlined. In GEB’s ARR
and tariff petition filed on September 26, 2003, the data pertaining to
years FY 2000-01 and FY 2001-02 was the data audited by the
Comptroller & Auditor General (CAG) whereas the data for 2002-03 was
provisional data and data for FY 2003-04 was the projected/ estimated

data. Subsequently, GEB provided the audited accounts for FY 2002-03.

The following sections present main features of the GEB’s submissions.

3.1 Salient features of GEB’s Petition

3.1.1 GEB has projected a cumulative total deficit of Rs 8,849 Crores as

at the end of FY 2003-04, as summarised in the table below:.

Table-1 Shortfall in revenue requirement (Rs.Cr @ existing tariff)

Sr. | Particulars ARR ARR ARR ARR
No. 00-01 01-02 02-03 03-04
(Actual) (Actual) (Prov.) (Proj.)
1 Gross ARR 10891 10827 11686 12184
2 Less: Revenue 8134 8822 9345 10167
3 Net ARR 2757 2005 2341 2017
4 Re_alizati_or_1 through ) ) ) 13
tariff revision
Estimated revenue
5 through FPPA and PoC 0 0 0 258
as per Petitions filled.
5 Balance (loss) 2757 2005 2341 1746
g | Accumulated Loss /] g, 4762 |  7103| 8849
Regulatory Assets
3.1.2  GEB has cited various reasons beyond its control like earthquake

and drought that lead to deterioration of its financial health.
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3.1.3

Further GEB has attributed the accumulated loss to the

following reasons:

o Deferment of recoveries relating to the depreciation

allowance and reasonable return in tariff filing under Case

No. 19/1999.

Additional revenue realization due to tariff revision of
October 2000 was restricted to a period of three to five

months only during the FY 2000-01.

Increase in costs by nearly 8% per annum, due to disaster
management & rising fuel costs, as against increase in

revenues of nearly 2%.
Recessionary trend affecting the sale of remunerative energy.

Additional power purchase to meet with the increased
demand of the Agricultural Sector due to continued dry

spells.

Borrowing of larger funds to meet with the Working Capital

requirement resulting into increased interest cost.

GEB has stated that the subsidy support (including subvention)
from the Government of Gujarat on account of agriculture tariff
etc. has reduced from Rs. 2,579 Crore in FY 2001-02 to Rs.
1,800 Crore in FY 2002-03. As per the tripartite agreement with

ADB and Government of Gujarat, the subsidy is capped at Rs.
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1,100 Crore annually. In FY 2001-02, the subsidy receivable was
adjusted against repayment of Government loans of Rs. 1,976
Crore. Details of “Circumstances Affecting GEB’s Performance”
are shown at Page no. 217 to 225 (Chapter 8) and “Performance

Improvement Measures of GEB” (as submitted by GEB) are shown

in Annexure - 8

3.1.4  GEB has proposed to recover this amount by -

o Creation of Regulatory Assets
o Rationalisation of tariff rates
o Reduction of T&D losses and efficient and economical
working.
3.1.5 In its general affidavit in reply to the objections received in this
petition, (Case No 292/2003) GEB has submitted the following

on the issue of treatment of the regulatory asset.

“GEB has already started a series of steps aimed at
enhancement of revenues, reduction of costs and
increase in efficiency. These are expected in the long
run to off set the losses. As at present, GEB is in the
process of being re-organised as envisaged under the
Gujarat Act, Gujarat Electricity Industry Re-organisation
and Comprehensive Transfer Scheme, 2003 and the

Electricity Act, 2003. GEB has been in discussion with
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the State Government in regard to the Financial Re-
structuring Plan for the successor entities and the issue
of allocation of assets and liabilities of GEB to the
successor entities. These will be addressed in the
financial re-structuring plan. After the financial re-
structuring plan is finalised and approved by the State
Government, GEB will be in a position to give a
comprehensive scheme for dealing with treatment of the
Regulatory Assets arising out of the accumulated losses.
As at present, GEB estimates the Regulatory Assets to be
Rs 8849 crores but the same will be dependent on the
finalisation of the financial restructuring plan. GEB has
therefore requested for postponement of the treatment
of the Regulatory Assets and the same being not
included in the tariff rationalisation as at present.
Further GEB is not asking for the entire accumulated
losses to be passed in the tariff immediately. The
phasing out of payment of the Regulatory Assets need
to be addressed after the financial restructuring plan are

approved.”
3.1.6  The Tariff Proposal
GEB has proposed the following tariff rate rationalisation to

recover additional revenue of the order of Rs.155 Crores for a

full Financial Year. Anticipating the applicability of the proposed
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3.1.7

Tariff Rate effective from January 1, 2004 in respect of all
categories except the Licensees and April 1, 2004 in respect of
the Licensees, the estimated additional revenue for the Year

2003-04 would be Rs. 13 Crores.

A summary of the existing and the proposed Tariff Rates, the
estimated additional revenue yield and the maximum financial
implication to each category of consumers is given in Table

below.

Table 2: Financial implication of proposed tariff

Sr. Category Per unit Per unit | % Effective | Additional
No. cost at cost at increase annual
present proposed proposed revenue
tariff tariff Rs Crore.
Rs/kWh Rs/kWh
1 | Domestic 3.723 3.729 0.178% 2.153
2 | Commercial 4.676 4.678 0.048% 0.230
3 | Industrial Low 4.388 4.438 1.131% 15.438
& Medium
Voltage
4 | Industrial High 4.247 4.270 0.546% 15.192
Voltage
5 | Public Lighting 3.300 3.300 0.000% 0.000
6 | Railways 5.084 5.084 0.000% 0.000
Traction
7 | Agricultural 0.744 0.744 0.000% 0.000
8 | Water Works 2.728 2.822 3.439% 5.827
9 | Licensees 2.875 3.173 10.37% 115.783
AEC 3.310 3.450 4.380% 16.632
SEC 2.700 3.058 13.25% 99.014
KPT 3.537 4.375 23.70% 0.137
10 | Total 2.596 2.644 1.847% 154.623
11 | Estimated additional Revenue for period 1.1.04 to 31.3.04 12.946
Rs. Crores
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3.1.8

The changes to the tariff schedule proposed by GEB for the

various consumer categories are summarised as follows:

Table 3: Summary of changes in tariff schedule proposed by GEB

Sr.No.| Category GEB’s Proposal
1 LFD-I Tariff Category renamed, Applicability description modified
and Fixed charges to be raised by 5%.
2 Tariff Category renamed, Applicability description modified,
LFD-1I fixed charges to be raised by 5% and Cap on motive power
removed
3 Tariff Category renamed, Applicability description modified
LFD-1II and Fixed charges to be raised by 5%.
4 AG No Change Proposed
Tariff Category renamed, Applicability description modified
LTP-I and Fixed charges to be raised by 5%.
6 LTP-II No Change Proposed
7 LTP-11 Tariff Category renamed, Applicability description modified,
fixed charges to be raised by 5% and the upper limit of
Billing Demand raised from 80 kW to 100 kW
8 Tariff Category renamed, Applicability description modified
LTP-IV and Fixed charges to be raised by 5%.
9 Tariff Category renamed, Applicability description modified,
fixed charges to be raised by 5% and Tariff Rate LTP-IV(A)
LTP-IV(A) and LTP-1V are merged for simplification
11 Tariff Category renamed, Applicability description modified
WW and Fixed charges to be raised by 5%.
12 No Tariff Rate Change proposed. Provision related to rebate
SL and renewal/replacement of lamps modified
13 TMP No Change Proposed
14 Tariff Category renamed, Applicability description modified
HTP-I and Fixed charges to be raised by 5%.
15 HTP-11 (A) Tariff Category renamed, Applicability description modified
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and Fixed charges to be raised by 5%.

16 HTP-11 (B) Tariff Category renamed, Applicability description modified
and Fixed charges to be raised by 5%.
17 HTP-I111 Tariff Category renamed, Applicability description modified
and Fixed charges to be raised by 5%.
18 HTP-1V Tariff Category renamed, Applicability description modified
and Fixed charges to be raised by 5%.
19 Railway No Change Proposed
Traction
20 For AEC the applicability description with regard to threshold
energy consumption modified and time of use charges to be
ELI(A) raised. (details in Annexure —9)
For KPT and other licensees the fixed charges to be raised by
10%. (details in Annexure — 10)
21 Re-impose the levy of Demand Charges & ToU Charges and
increase in energy charges under this Tariff Rate. (details in
EL 1 (B) Annexure — 11)
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4 Public Response to the Petition
4.1 Public Response

4.1.3 GEB filed separate responses to the individual objections of the
objectors and a master affidavit. The master affidavit broadly
covers the responses to issues of general nature raised in

various individual objections.

4.1.4 In the master affidavit filed in the present Case (No. 292), apart
from the main portion that contains GEB’s preliminary
submissions & responses to public objections, there are four

annexures which include:

—

. List of objectors to Case No. 292/ 2003.

2. The copy of the Notification of comprehensive Transfer
Scheme notified by the State Government on October 24,

2003.
3. The details of Compliance to GERC Directions.

4. Statement incorporating discrepancies and correction

thereof on the original of Case No. 292/2003.

4.2 Objections from Consumers & GEB’s Response

4.2.1 The Commission observed that many of these objections are
similar and can be grouped together. The objections from the

public to GEB’s petition and GEB’s reply as contained in master
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4.2.3

4.2.4

4.2.5

4.2.6

4.2.7

affidavit have been categorised and summarised in the following
sections along with the Commission’s observations in brief. The
legal objections pertaining to maintainability of the GEB’s

petition are dealt with in detail in Chapter 2.

Objection-1: The Petition is nothing but shifting of the burden
of subsidy granted to agricultural consumer to other classes of
consumers which is prohibited under Section 65 of the

Electricity Act, 2003 and, therefore, not valid.

GEB’s Response to Objection-1: “The Electricity Act, 2003
provides for gradual reduction of subsidy and/or cross subsidy
under Section-61 (g). The issue is not granting of subsidy by the
State Government under Section-65. The cross subsidy has to

be reduced in a progressive manner and not in one go.”
This issue is discussed in para 6.5 of this order.

Objection-2:The statements filed by GEB in regard to sale
projection, revenue projection, details of source of borrowing,
estimated revenue through FPPPA and POC, subsidy figures are
inaccurate and they do not tally, there are discrepancies in the

statements.

GEB’s Response to Objection-2: “There are certain discrepancies
in the statements filed which had occurred because of

inadvertence or complex nature of the activities being carried on
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4.2.8

4.2.9

4.2.70

4.2.71

by GEB and the fact that the information and details have to be
collected from various sources and assimilated at the corporate
office. GEB has filed a statement incorporating corrections to all

the discrepancies in the annexure of its master affidavit.”
This issue is discussed in para 2.72 & 2.73 of this order

Objection-3: 7he inability of GEB to reduce cross-subsidisation
in the tariff is because of the inefficiency on the part of GEB. GEB
has not followed the Tariff Order dated October 10, 2000 with
regard to the directions for progressive reduction of cross-
subsidy to a level where a category of consumers pays tariff in

line with the cost to supply.

GEB’s Response to Objection-3: “In terms of Section 32 (5) of
the Gujarat Act and Sections 61, 62 and 86 of the Electricity Act,
2003, the Commission will have to frame a scheme for
reduction of the cross-subsidy prevalent in the system taking

into account various relevant factors.

The reduction in cross-subsidy is a complex issue which the
Commission has to address separately as per the provisions
contained in the Electricity Act, 2003. GEB has filed the status
on the compliance of the directions issued by the Commission
in the tariff order dated October 10, 2000 in the annexure of its

master affidavit.”
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4.2.12

4.2.13

4.2.74

4.2.15

As mentioned above, this commission examined the cross-

subsidy issue in para 2.44 to 2.49 of this order

Objection-4: The existence of transmission and distribution
losses (technical and non-technical) at a very high level is
because of the inefficiency on the part of GEB. GEB has not
followed the direction of the Commission to reduce losses by 3%

per year.

GEB’s Response to Objection-4: “GEB has made various efforts
to reduce the losses. GEB has highlighted its loss reduction
efforts in the annexure of the master affidavit dealing with the

status of the compliance on various directions.

The losses on the feeders of the category of 30%+ losses have
been reduced from 45.11% (FY 2002-03) to 38.08% (Sept.
2003). The aggregate number of 30%+ loss Feeders has reduced
to 293 nos. (Sept. 2003). The failure rate of Distribution
Transformers has reduced from 20.38% (FY 2001-02) to 19.70%
(FY 2002-03). The physical and financial achievements are as

under.”
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Table 4: Physical achievement of reduction in T & D loss

Physical Achievement

S. No. Category Total Nos. | T&D Losses | T&D Losses
of Feeders | March ‘02 March ‘03
1. HT (Industrial) 256 1.13% 0.68%
2. LT (Industrial) 565 15.72% 12.10%
3. GIDC 187 6.19% 5.34%
4. Urban 927 31.21% 30.83%

Table 5: Financial achievement of reduction in T & D loss

Financial Achievement
(Rs Crores) 2001-02 2002-03 2003-04
(Dec.’03)
Average Monthly Revenue 635 699 760
Maximum Monthly Revenue 655 777 854

4.2.716

4.2.17

4.2.18

The Commission examined issues relating to T & D losses in paras
7.1.3.1 of the order and has given necessary directions to the Board

on the Subject

Objection-5: Some objectors have alleged that non-

completion of metering within the time given by the
Commission is a violation on the part of GEB, which has led to
the transmission and distribution losses, and having failed to
comply with the Commission’s Order, GEB should not be

allowed a tariff increase.

GEB’s Response to Objection-5: “GEB craves leave to refer to the
status on the compliance of the directions of the Commission

contained in annexure of the master affidavit and the
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4.2.19

4.2.20

4.2.21

preliminary submissions. GEB has undertaken Replacement of
Non-Working / Faulty meters. Single phase and three-phase
connections have been made pilfer proof through providing &
sealing of Metal Meter Boxes, sealing of terminal covers
replacing faulty meters. Also, from FY 2001-02 upto Dec 2003,
691539 number of new meters have been installed, 1163425
number of slow & faulty meters have been replaced, 1853636
number of new meter seals have been installed and 1252396

number of new metal meter boxes have been installed.”

While noting the progress in the areas of metering, the
Commission is of the view that the Board should substantially

scale up the effort and the pace of implementation.

Objection-6: GEB is paying exorbitant rate for purchase of
energy from Independent Power Producers and at the same time
GEB is supplying such incremental power procured from IPPs to

non-revenue generating customers.

GEB’s Response to Objection-6: “The price for the payment of
power purchase from the Independent Power Producers has
been in accordance with the contractual terms existing between
the GEB and Independent Power Producers. At the same time as
mentioned in the preliminary submissions, GEB had made
efforts to reduce power purchase cost. The supply of electricity

to the non-revenue generating customers is an issue of the
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4.2.22

4.2.23

4.2.24

cross subsidisation. The reduction and phasing out of cross-
subsidy has to be addressed separately. GEB faces locational
disadvantage for fuel sourcing as compared to other States in
Western grid. Hence, the cost of generating electricity is higher

in Gujarat.”

The Commission has elsewhere in the order noted the outcomes
of negotiations on PPA undertaken by the Board. The
Commission considers that reduction of generation and
purchase cost of power need to be kept under constant review.

The Board should aim continuously at minimising these costs.

Objection-7: As per the earlier tariff order of the Commission,
GEB was required to submit a transparent fuel adjustment
formula within six months but GEB has filed the same only in

the financial year 2003-04.

GEB’s Response to Objection-7: “With reference to the above,
GEB craves leave to refer to the status on the compliance of the
directions issued by the Commission contained in annexure of
the master affidavit. As pointed out in the earlier paragraph, in
the year 2001 there was a devastating earthquake, which
affected economic activities. GEB was engaged in the restoration
activities, which continued for months. This was followed by a
delayed and uncertain monsoon in 2002. This contributed to the

slight delay in filing of a New FCA Formula and thereafter

87



Gujarat Electricity Regulatory Commission

4.2.25

4.2.26

4.2.27

improving upon the same under the present filing in Case

No.252/2003.”

The Commission has issued a separate order on the Board’s

petition for fuel price and power purchase adjustment formula.

Objection-8: GEB wishes to recover the Regulatory Asset of the
Order of Rs 8849 crores in addition to Rs 154.62 crores by way
of tariff rationalisation. This will place a huge financial burden

on the consumers at large.

GEB’s Response to Objection-8: “As at present, GEB is in the
process of being re-organised as envisaged under the Gujarat
Act, Gujarat Electricity Industry Re-organisation and
Comprehensive Transfer Scheme, 2003 and the Electricity Act,
2003. GEB has been in discussion with the State Government on
a Financial Re-structuring Plan for the successor entities and on
the issue of allocation of assets and liabilities of GEB to the
successor entities. These will be addressed in the financial re-
structuring plan. After the financial re-structuring plan is
finalised and approved by the State Government, GEB will be in a
position to give a comprehensive scheme for dealing with
treatment of the Regulatory Assets arising out of the
accumulated losses. As at present, GEB estimates the Regulatory
Assets to be Rs 8849 Crores but the same will be dependent on

the finalisation of the financial restructuring plan. GEB has

88



Gujarat Electricity Regulatory Commission

4.2.28

4.2.29

4.2.30

therefore requested for postponement of the treatment of the
Regulatory Assets and the same being not included in the tariff
rationalisation as at present. Further GEB has not requested the
Commission for the entire accumulated losses to be passed in
the tariff immediately. The phasing out of payment of the
Regulatory Assets needs to be addressed after the financial

restructuring plan is approved.”

In view of the Board’s response, the Commission does not
consider it necessary to examine the question of ‘regulatory

asset’ at this stage.

Objection-9: The tariff rate applicable to industrial consumers
is very high and the consumers will not be able to withstand the
competition in the global market. If the industrial tariff were not
rationalised, the industries would opt for captive generation,
which is allowed under the Electricity Act, 2003. The industrial

tariff should not therefore cost more than Rs 3.50 per unit.

GEB’s Response to Objection-9: “The rationalisation of industry
tariff, keeping in view the growth of captive generation and
possible further repatriation to it, needs to be addressed in the
tariff regulations to be framed by the Commission. The
reduction in cross subsidisation cannot be achieved in one go
and this has been recognised by Section 61 of the Electricity Act,

2003 which provides for progressive reduction and not
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4.2.31

4.2.32

4.2.33

4.2.34

immediate tariff rationalisation. GEB and the State Government
are aware of this and will to address the concerns of the

consumers.

GEB had introduced GERC approved Special Incentive Scheme for
HT Industrial Consumers billed under HTP-I and HTP-I1I (A) Tariff
Rates. The Scheme envisaged special discounts in annual energy
charges for boosting up consumption. The Scheme concluded in
July 2003. GEB has separately approached the Commission for
extension of the Scheme. GEB also introduced another Scheme
as approved by GERC under Case No. 83, known as “Bulk

Discount to Consumers in Industrial Estates”

GEB has provided for a very modest hike in industrial and
commercial tariffs. Over a period of time, GEB shall achieve its

goal of reducing cross subsidy.”

The Commission has not increased the industrial tariff
component of energy consumption. The Commission has

reduced the exclusive night tariff for HT industry.

Objection-10: T7he generating stations of GEB should explore
utilisation of alternative fuel for improving the PLF. When
cheaper power is available from other sources, there is no

Justification for the proposed increase in the tariff.
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4.2.35

4.2.36

4.2.37

4.2.38

GEB’s Response to Objection-10: “GEB has been attempting to
improve the Plant Load Factor and is exploring the possibilities
of using alternative fuels. However, since no new plant has been
put up by GEB after 1990, the ageing plants need large scale
revamping and R&M activities. This is being attended to. GEB
cannot however get out of a contractual commitment with the
generating companies merely because power is available at a

cheaper rate from other sources”.

In this order, the Commission has fixed higher generation

targets for the Board’s stations.

Objection-11: GEB has not been investing in the generating
stations in the past few years. The quantum of generation by
GEB has become stagnant. GEB has been purchasing power from
costlier sources such as from IPPs. This has resulted in heavy
financial burden being passed on to the industries. When power
from sources such as NTPC, NHPC is available at a cheaper rate,
GEB should purchase power from such sources and not the

higher cost power.

GEB’s Response to Objection-12: “Because of the various
reasons detailed in preliminary submissions, the financial
position of the GEB has been affected considerably. This in turn
has affected the ability of GEB to invest in the generating

stations. GEB had entered into PPAs with IPPs pursuant to
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4.2.39

4.2.40

4.2.41

government policy to involve private sector in generation and in
view of scarce resources for investments available with GEB and
the State Government. The power purchase price paid to the IPPs
has been in accordance with the agreements entered into with
the IPPs. GEB has made successful efforts to reduce power

purchase costs.

The purchase of power from the Central Sector is monitored and
controlled by the Regional Load Dispatch Centres in accordance
with the basic share allocation, actual availability and indenting
by beneficiary utilities. The drawls are also controlled
corresponding to frequency of the grid. Any unscheduled
Interchange attracts high penalties. The Central Sector is moving
for increasing Ul Charges, which GEB proposes to oppose along

with other beneficiaries.”

The Board’s above response is in the nature of a clarification.
The Commission would reiterate that the Board should in any

given period, aim at procuring power at the cheapest cost.

Objection-12: The Government of Gujarat has not been giving
subsidy to GEB to the required extent. This has resulted in GEB
borrowing money from Financial Institutions at a very high rate
of interest. The interest is now being passed on to the

consumers.
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4.2.42

4.2.43

4.2.44

4.2.45

GEB’s Response to Objection-12: “The non-availability of cash
towards subsidy from the Government has been on account of
resource difficulties faced by the State Government. However,
the State Government is gearing itself to pay the subsidy in time
as per terms of Section 65 of the Electricity Act. GEB had
however borrowed money from the financial institutions at
prevailing market rate of interest to meet its financial
commitments. It is not possible to identify each loan to a
specific purpose. The said borrowing is for the purpose of GEB’s
business and therefore has to be serviced from the revenues

from the tariff to be charged to the consumers.”

The Commission’s order contains a directive that the State
Government should make subsidy payments in accordance with
the provisions of the Electricity Act, 2003 and the Gujarat

Electricity Industry (Reorganisation & Regulation) Act, 2003.

Objection-13: The absence of metering has resulted in wrong
projection of the consumption of agricultural sector with the
result that the required subsidy from the Government has not

materialised, creating financial problems to GEB.

GEB’s Response to Objection-13: “GEB craves leave to refer to
the preliminary submissions. Non-metering of supply to

agricultural sector has been because of the policy decision taken
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4.2.46

4.2.47

4.2.48

by the State Government in the past. GEB is taking steps to

meter the agricultural supply.”

With reference to the Board’s above response, the Commission
would like to draw its attention to the relevant statutory

provisions on the subject.

Objection-14: The performance of GEB generating stations,
particularly, the PLF at stations such as TPS, Sikka, and KLTPS
Panandro needs improvement. The estimated generation at the
power stations of GEB during the ensuing year has been reduced
compared to the previous years, which would result in GEB
purchasing costlier power from outside. GEB has not been

following the merit order for purchase of power.

GEB’s Response to Objection-14: “The older stations have
completed, on an average, the life of 25/35 years and therefore
need large-scale R&M activities. Due to power shortages, these
units continued to operate in the past without the needed
intensive R&M works. This has been now undertaken in the last
two years. GEB has also attempted to raise PLF of various
Thermal Stations by using washed Coal and by blending
imported coal with the domestic coal. In fact, the GEB managed
Units at Gandhinagar and Wanakbori have been operating at
very high PLF ever since commissioning. GEB has projected

possible availability of power from various generating stations
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4.2.49

4.2.50

4.2.51

4.2.52

based on the previous years’ operations. Increased generation,

if any, will be given top priority.”

The Commission covers this aspect while determining the
Board’s generation targets. The Board should speed up and

intensify its R & M programmes.

Objection-15: 7he T & D losses in the year 2000 were projected
by GEB at 21% whereas such losses have been assessed at 32%
for 2000-01by the Commission and 30% for the year 2001-02.
The GEB has not complied with the direction for reduction of T &

D losses given by the Commission.

GEB’s Response to Objection-15: “The status on the compliance
of directions issued by the Commission is contained in annexure
- C of the master affidavit. The T & D losses were assessed at
32% by the Commission with reference to the database
contained in the relevant Tariff Petition filing. GEB respectfully
submits that until all the supplies are metered, including supply
to agricultural sector, the assessment of the T & D losses, vis-a-
vis agricultural supply has to be only on an estimated basis. The
steps taken to reduce the T&D Losses are described in detail in

this filing.”

As mentioned earlier, the Commission addressed the issue of T

& D losses at length in the order.
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4.2.53

4.2.54

4.2.55

4.2.56

Objection-16: The Municipalities, that are engaged in public
utility services such as Public Water Works, Drainage, Public
Street Lights, Hospitals etc., should not be charged high tariff
which is unaffordable and will adversely affect the public utility

services rendered by local bodies.

GEB’s Response to Objection-16: “GEB respectfully submits that
even after the modest revision in the tariff rates, the sales
revenue as percentage of average cost of supply is 84.23% in
case of water works and 98.51% in case of street lighting. In
other words, GEB is making a loss by not recovering the entire
cost of supply. Since GEB is in any case not making any profit
out of the supply to these essential functions, GEB submits that
any further reduction cannot be contemplated, since it would
lead to an even more adverse financial position. The objectors’
request for being treated at par with agricultural consumers (by

introduction of HP based tariff) also cannot be accommodated.”

Considering the objections, the Commission, has decided
against the proposed increases (including introduction for Gram

Panchayat & Nagar Panchayat) of fixed charges for water works.

Objection-17: The tariff prevailing in the State is as such very
high. The GEB, instead of remedying the situation wishes to

increase tariff and pass the burden to the consumers.
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4.2.57

4.2.58

4.2.59

4.2.60

4.2.61

GEB’s Response to Objection-17: “If a comparison is made of
the GEB tariffs without electricity duty, the GEB rates are quite
comparable with those of the other States. The charges in
Gujarat look high mainly because of the component of electricity
duty, which is outside the purview of GEB. The tariff needs to be
increased to meet the revenue requirement of GEB as approved

by the Commission.”
No specific response is needed on this point.

Objection-18: The natural disasters etc., which the GEB has
referred to in the Petition have been faced by others also and
any increase in tariff for the industries will affect the growth of

the industry.

GEB’s Response to Objection-18: “The natural disaster had
seriously affected the infrastructure of GEB and had subjected
GEB to significant increase in the expenses of restoration,
operation and maintenance. The reconstruction cost is being
borne through a long tenure, reasonable interest rate loan from
ADB. GEB is required to be compensated for its revenue

requirements.”

As mentioned earlier, this order has not increased the energy

charges in any tariff category.
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4.2.62

4.2.63

Objection-19: GEB has shown preference to the agricultural
class of consumers in not suggesting 5% increase in the fixed
charges for them. This will seriously increase the cross
subsidisation rather than phasing out cross subsidisation
gradually. Further, the subsidy given by the Government of
Gujarat has been reduced from Rs. 2579 crores to Rs. 1800

crores and such reduction will be passed on to the consumers.

GEB’s Response to Objection-19: “In the proposal, GEB has not
suggested any increase in the fixed charges for the class of
agricultural consumers. The recovery of money from the
agricultural consumers has been difficult for historical reasons
as mentioned in the preliminary submissions. The tariff design
need to be decided by the Commission taking into account all
the relevant factors, including that the reduction in cross-
subsidisation cannot be immediate or significant in the first few
years. The subsidy amount has not reduced as mentioned.
Actually, the subsidy amount is kept at Rs.1100 Crores. The
Government has allowed additional subsidy of Rs.660 Crores
(approximately) every year since October 10, 2000 and upto
June 30, 2003 and the same is accounted for under the revenue
account from the sale of energy. The amounts of Rs.2579
Crores and Rs.1800 Crores include amount of subsidy against

other relief granted by the Government and also subvention
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4.2.64

4.2.65

4.2.66

4.2.67

4.2.68

4.2.69

paid as per provisions of the Electricity (Supply) Act, 1948 in

respective years.”

The question of agricultural subsidy has been addressed by the

Commission in paras 6.5 of this order.

Objection-20: When GEB claims that the cost of power purchase
is going down, there is no need for increase in the tariff or other

charges.

GEB’s Response to Objection-20: “GEB has been making various
efforts to reduce the cost of power purchase. But for the efforts
made by GEB, the increase required in the tariff will be much

larger.”

No specific comment is necessary since the point has generally

been considered in evaluating the Board’s financial position.

Objection-21: GEB has increased other charges such as meter
rent, service line charges, security deposit etc unilaterally
without the approval of the Commission. GEB is not entitled to

revise such charges.

GEB’s Response to Objection-21: “The charges such as meter
rent, service line charges, security deposit etc are as per the
Conditions of Supply, which GEB is entitled to charge in addition
to the tariff for supply of electricity. These charges, collected

from the consumers, are accounted for in the revenue
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4.2.70

4.2.71

4.2.72

4.2.73

4.2.74

requirement. These charges were collected under authorisation
given under the Conditions of Supply, which continues even

after the constitution of the Commission.”

As this is not a tariff related issue, it will have to be considered

separately and not in this proceeding.

Objection-22: GEB should also place on record how agricultural
connections are metered, how many agricultural consumers are
being supplied electricity based on Horse Power tariff, details of
total quantity of coal purchased after the Commission’s last
tariff order, suppliers of coal, name of the port from which it
was dispatched, calorific value of the coal purchased and steps
taken by GEB to reduce fuel related cost. GEB has failed to install
meters for agricultural sector as per orders of the Commission
that has resulted in no accurate record of the electricity

consumed by the agricultural sector.

GEB’s Response to Objection-22: “The information relating to
fuel is provided in the affidavit. The data relating to installation

of meters on Agricultural premises is also given.”
This objection and response are about factual matters.

Objection-23: The performance of generating stations of GEB
had deteriorated substantially showing inefficiency of GEB with

regard to generation of electricity.
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4.2.75

4.2.76

4.2.77

4.2.78

GEB’s Response to Objection-23: “The performance of the
generating stations of GEB has improved significantly in the past
few years, despite lack of necessary resources for investment for
repair, refurbishing, and operational maintenance. GEB craves
leave to refer to the performance of the generating stations
during the past three years as contained in Table-11 of the

Petition.”

As the response is factual and clarificatory, no specific

observations are needed.

Objection-24 The industrial and commercial customers have
been billed based on tariff for electricity prevalent at the
relevant time and there is no justification for asking for tariff
increase based on the losses relevant to that period. The
purchase of power from IPPs has increased and such purchase is
at a very high cost. The industrial consumers generate the
highest revenue for GEB amounting to 49% but consume only
29% of the electricity sold by GEB whereas the agricultural sector

consumes 41% but contributes only 11%.

GEB’s Response to Objection-24 “The tariff for the supply of
electricity to the consumers, including industrial and
commercial consumers, cannot be static. It needs to be varied
from time to time depending on the requirements. The tariff has

to be decided to meet the revenue requirements of GEB. The
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4.2.79

4.2.80

4.2.81

4.2.82

Commission has been scrutinising the revenue requirements of

GEB.”

As indicated above, no increase in energy charges has been

made in this order.

Objection-25 T7The cross subsidisation should be reduced and
there should be no undue preference. The cross subsidy to the
agriculturists, including cross subsidisation, should be borne by
the State. The Government should contribute to the financial
needs of GEB including payment of subsidy in time. After the
enactment of the Electricity Act, 2003 the electricity distribution
will undergo a sea change and in its regime there is no question

of any subsidly.

GEB’s Response to Objection-25 “This issue of progressive
reduction and elimination of cross subsidy needs to be
addressed by the Commission in the Tariff Regulations. The
cross subsidisation cannot be eliminated over night as
suggested by the Objector(s). The subsidy to be granted by the
State Government is over and above the cross subsidisation
existing in the tariff. The Government is gearing up to pay

subsidy in time.”

The Commission merely notes that these aspects would need to

be considered in accordance with relevant statutory provisions.
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4.2.83

4.2.84

4.2.85

4.2.86

4.2.87

Both the issues of subsidy and cross-subsidy have been

addressed elsewhere in the order.

Objection-26B8y Order dated 10th October 2000 the
Commission had not allowed Depreciation and the Reasonable

Return and the same should be disallowed.

GEB’s Response to Objection-26 “It was GEB, who requested for
deferment of recovery of Depreciation and Reasonable Return.
The Depreciation and Reasonable Return are essential
components of the revenue requirement of the GEB.
Depreciation and Reasonable Return should therefore be
allowed. If otherwise, it will affect the financial position of GEB
and its ability to invest and maintain its activities to discharge

statutory obligations.”

The Commission has not tried to cover the Board’s revenue
deficit. Nor has any provision been made for depreciation and

rate of return in this order.

Objection-27 GEB has not been making payments to of energy
suppliers, fuel suppliers and other creditors, which results in

higher burden by way of delayed payment charges.

GEB’s Response to Objection-27 “GEB has been facing financial
difficulties. Despite these, GEB has been attempting to pay all

the creditors in time and has never defaulted. For this reason,
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4.2.88

4.2.89

4.2.90

4.2.91

GEB continues to enjoy a reputation in the financial market. GEB
has to service the payment. GEB has prevailed upon the power

suppliers to forego/ reduce DPC recovery.”

The Commission notes that the Board’s response is factual and

clarificatory.

Objection-28GEB has been incurring high cost in the purchase
of power from NTPC stations of Kawas and Gandhar because of
Naphtha being used as a fuel and because of reduced

availability of gas from the Gas Authority of India Limited.

GEB’s Response to Objection-28“GEB has been making efforts to
substitute Naphtha with Gas and has requested NTPC to take
necessary steps. NTPC is taking steps to increase gas availability
for Kawas and Gandhar stations to substitute Naphtha. From
January 2004, GEB has stopped purchasing Naphtha generated
power from Kawas due to further increase in the cost of
Naphtha and additional availability of gas to the IPPs. GEB
instituted the case in CERC for charging of Variable Cost for Gas

generation only and won the same.”

The Commission notes that the Board’s response is factual and

clarificatory.
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4.2.92

4.2.93

4.2.94

Objection- 29: There is no provision in Jlaw that allows
uncovered shortfall in the revenue requirement to be treated as

a Regulatory Asset.

GEB’s Response to Objection-29: “Accumulated loss is one of
the issues that needs to be considered by the Commission for
allowing it in the tariff. The accumulated losses or any other
extra ordinary expenses in a year, if allowed in the tariff, would
significantly increase the tariff to the consumers. The
Commission can stagger the same and spread it over future
years. This will be a Regulatory Asset. The creation of
Regulatory Assets and administering thereof over a period of
time through Regulatory Asset mechanism is in accordance with

law and is well recognised.”

While the question of ‘regulatory asset’ need not at present be

addressed, the following legal provisions may be noted:
Para 185 (d) of the Electricity Act, 2003 states as under;

185(d) : “all rules made under sub section (1) of the section 69
of the Electricity (Supply) Act, 1948 (54 of 1948) shall continue
to have effect until such rules are rescinded or modified, as the

case may be.”
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4.2.95

4.2.96

4.2.97

4.2.98

4.2.99

The Electricity (Supply) Annual Accounts Rules 1985 have been
framed under section 69 of Electricity Supply Act, 1948 and
have, as such, been saved under the Electricity Act, 2003. The
annual accounts of the State Electricity Boards are compliled
under the aforesaid rules. Under these rules the proforma for
Annual Statement of Accounts (Annexure-I) - item 18 titled “Net
Prior Period credit / charges” below the Profit (Loss) permits

adjustments for past losses.

Objection-30: GEB tariff for Railway Traction supply is very
high, particularly, when GEB is purchasing power at a cheaper
rate from the Central Sector generating units. The Railways are

being asked to bear the brunt of the cross subsidy.

GEB’s Response to Objection-30: “This again is a cross
subsidisation issue that needs to be addressed in the regulation

to be framed by Commission.”

As mentioned earlier, this issue has been covered in para 2.44

to 2.49 of the order.

Objection-31: GEB should have filed tariff on annual basis and

not for 3 years combined.

GEB’s Response to Objection-31: “GEB could not file the tariff
proposal on yearly basis because of various causes described in

the affidavit.”
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4.2.100 The Commission, while examining the legal issues, has

concluded that tariff application need not be made every year.
4.2.101 Objection-32: The cost of wind energy is very high.

4.2.102 GEB’s Response to Objection-32: “The cost of Wind Energy
shown in the Petition is erroneous. A correction is incorporated

in annexure of the master affidavit.”

4.2.703 The Commission notes the Board’s factual clarification.

4.2.104 Objection-33: The total projected expenditure of GEB is more
or less the same over the years, still GEB has asked for tariff

increase.

4.2.105 GEB’s Response to Objection-33: “The Annual Revenue
Requirement of GEB with details has been furnished to the
Commission. There has been an increase in the expenditure
because of various reasons. The tariff needs to cover the

increased expenditure.”

4.2.106 Any tariff application, as elaborated in the chapter on legal
issues has to be seen in the context of the licensee’s total

income and expenditure.

4.2.107 Objection-34: The customer grievance cell should be formed in

every city with officers having power to take decision.
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4.2.108

4.2.109

4.2.110

4.2.111

4.2.112

4.2.113

4.2.114

GEB’s Response to Objection-34: “These are matters to be
decided by the Commission under the regulations to be framed
in terms of Section 42 of the Electricity Act, 2003. However, for
proper attendance to fuse off calls, a Trouble Call Management

System is introduced in Vadodara City.”

The Commission will separately address the issue by framing

suitable regulations.

Objection-35: GEB has not stated the amount that GEB can
claim and recover from railways and collieries for shortage and
inferior quality of coal. Such amount recovered should go

towards the reduction of the fuel cost.

GEB’s Response to Objection-35: “As mentioned above, GEB is
making efforts to get proper quality coal and ensure reduction
of shortages that has been occurring. All such claims are

reflected in the accounts.”
The Commission notes the Board’s factual clarification.

Objection-36: Some of the Objectors have attempted to dispute
the payment and exemption status of octroi and other Municipal

duties.

GEB’s Response to Objection-39: “GEB respectfully contends
that these issues do not form part of the tariff proposal, nor are

part of the tariff adjudication process. These issues therefore
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cannot be related to the tariff process. GEB, therefore, craves
leave not to respond to the issue of payment of octroi, house

tax etc.”

4.2.7115 This issue is not within the Commission’s jurisdiction.
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5 Compliance to Directions in Tariff Order 2000

While pronouncing its Order dated October 10, 2000 on GEB's
application for the revision of tariffs, the Commission had
identified several areas where GEB needs to make substantial
efforts for improvement and accordingly had included several
directions. Important among these were directions related to
the quality of service to be provided by GEB to its customers,
directions related to procedures for assessment of transmission
& distribution losses and action to be taken for reducing them,
obtaining the approval of the Commission for capital
investments, prioritisation of capital investment, conducting
studies required for tariff determination, etc. The Commission
issued these directions as an integral part of the Order
approving the tariff. The Commission had, in the course of the
Tariff Order dated October 10, 2000, explained as to why the
directions were being issued and as to how compliance with
those directions would be an important part of the

implementation of the revised tariff.
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5.1

Directions issued by Commission

The directions issue by the Commission in its tariff order dated

October 10, 2000 are quoted as follows:

. Direction 1: The Commission is of the view that it is incumbent

on the GEB or any other licensee, seeking revision in electricity
tariff, to state specifically the proposed rates of the electricity;

and it is directed accordingly.

. Direction 2: The GEB is directed to devise an appropriate system

for accounting of fuel (both quantity and cost) and supply the

information for effective management of fuel cost.

. Direction 3: The Commission is of the view that by passage of

time, it is likely a qualitative change in the environment for the
participation of private sector in the power projects and GEB
must make requisite efforts in consultation with and in co-
operation of the IPPs to review the existing arrangement with a
view to bring down the cost of power purchase and its is
accordingly directed. It is further directed pending the
promulgation of the regulations relating to power purchase, the
utility or GEB should not enter into any agreement for the
purchase of the power without the prior consent and approval of

the Commission.
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4. Direction 4: It is directed that the GEB or any licensee while
submitting the application in respect of revision of electricity
tariff, such licensee or GEB must furnish a list of assets acquired
during the preceding financial year by such licensee or GEB and
the cost incurred on such assets with detailed justification and
with the utility of such assets acquired, at the time of submitting

the application for the revision of tariff.

5. Direction 5: The GEB is hereby directed to submit the completed
accounts for the year immediately preceding the year for which
the tariff is sought to be determined, along with its application
and proposal for revision of the tariff. In event of the audited
accounts being not available, GEB must get their accounts
internally audited by a firm of Chartered Accountant and attach

their certificate along with the accounts.

6. Direction 6: The GEB is directed to make a time bound
programme to bring down the fuel related costs along with
other measures to reduce the expenditure which should be
given to the Commission within a period of 3 months from the

date of issue of this order.

7. Direction 7: The Commission directs the GEB to install meters
on all un-metered connections in phased manner. All new
connections should be provided only with meters. It is expected

that the GEB will prepare a phased programme for installation of
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meters on all un-metered connections and also for
implementation of the administrative measures to eliminate the
harassment and hardship to the consumers because of the
installation of the meters. GEB is further directed to prepare the
requisite plan after taking the consumers in to confidence and
to work with consumers in all co-operation looking after their
interests and welfare. The measures proposed to be taken in
this regard may be intimated to the Commission within a period
of 3 months from date of the issue of this award. With the
introduction of apparent energy meters, the improvement of
efficiency is likely to be enhanced and therefore the GEB is
expected to study this proposition and explore the possibility of
introduction this meter, within the period of 4 months from the

date of issue of this award.

. Direction 8: The Commission directs GEB, that GEB must
undertake detailed study to ascertain the losses including
bifurcation of losses into technical and commercial losses as
well as the measures to reduce and ultimately to eliminate the
losses and its finding should be made available to the
Commission with a period of 6 months form the date of issue of

this award.

. Direction 9: It is open for the GEB to approach the Commission

with the proposed formula for fuel cost adjustment along with
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10.

11.

necessary information, which will be prescribed by the
Commission within a period of six months from the date of
issue of this award. The Commission will inform the consumers
and other concerned about the details of such information
regarding fuel cost adjustment and having heard the consumers
and other concerned in this regard, the Commission will take
appropriate decision about the new formula for fuel cost

adjustment.

Direction 10: The GEB is expected to take adequate steps and
measures to ensure that the breakdowns are minimised and
even if such breakdowns occur, its duration should be as short
as possible. GEB should, therefore, decide the norms in this

regard and arrange observance of the same.

Direction 11: The Commission would like GEB to enter into
arrangement with various banks for payment of bills. At
locations where such arrangements are not possible, additional
staff should be deployed for receiving payment by making
necessary arrangement therefor. GEB is directed to make all
efforts so that there is no inconvenience to the consumers in
regard to payment of their electrical bills. The Commission
expects GEB to set up, finalise the norms in this regard, and
announce to the public by making necessary arrangement for

observing the same.
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12. Direction 12: As regard to agricultural connections, the
Commission directs the GEB to review all pending applications
and decide a time bound programme to clear the same. Result
of such review may be intimated to the individual consumers so
that such consumers know as to when they are likely to get
electricity supply. Such review may be completed within a period

of 6 months from the date of issue of this order.

13. Direction 13: The GEB is directed to make necessary
arrangement to provide the facility for checking accuracy of the
meters with the local staff who should demonstrate the accuracy

of the meters to the satisfaction of the concerned consumers.

14. Direction 14: The Commission directs the GEB to make
proper organised arrangement to send necessary circulars
regularly to all the Chambers, Associations and Consumer
Organisations and others who request for the same. In order to
make the consumers understand as what they are entitled to
and for what they are paying, all the booklets regarding
conditions of supply must be made available in Gujarati
language. All the circulars of the GEB should also be made
available in Gujarati language. This direction must be complied
by the GEB within a period of 6 months from the date of this
order by sending a report to the Commission regarding

compliance.
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15. Direction 15: The GEB is directed to review the condition of
supply with a view to make the supply easily accessible to every
consumer without any administrative hindrance. As regard the
specific time limit of 60 days, since the views of GEB on this
suggestions are not available, the Commission would like the
GEB to consider this suggestion and decide a specific time frame
for releasing new connections and also to effect changes in the
contracted demand as requested by the consumers. A time limit

so decided should be intimated to the concerned consumers.

16. Direction 16: The GEB should prepare a time bound plan for
installation of agricultural meters on all installations within a
period of 3 years. The plan may be prepared and submitted to
the Commission within a period of 3 months form the date of

issue of this order.

Given below is the summary of the directives, compliance
therewith as stated by GEB and the conclusions drawn by the

Commission in this regard.

5.2 Implementation of Directions by GEB
5.2.1 GEB’s response to implementation of Directions

The summary of the Directions along with the status of
implementation according to GEB is highlighted in the following

table.
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Table 6: Status of implementation of Directions

No. | Summary of Directions Status on implementation of
Directions as per GEB
1 Manner of filing of Petition for revision | This Petition is being filed
of Tariff Rates accordingly.
2 Devising Accounting System of Fuel Actions taken.
3 Reduction of Cost of Power purchased | Actions taken.
from IPPs
4 List and cost of newly added assets This Petition is being filed
accordingly.
5 Completed Annual Accounts This Petition is being filed
accordingly.
6 Reduction of Fuel related cost Report submitted. Actions in
progress.
7 Programme for installation of meters on | Program submitted.
un-metered installations
Study on Apparent Energy Meters Proposal submitted to MoP for
financing under APDRP.
8 Detailed study of T&D Losses Study completed. Report
submitted to GERC.
9 FCA Formula Petition filed.
10 | Minimisation of break downs Detailed report submitted.
11 | Improvement of Bill collection facilities | Actions taken.
12 | Programme of release of new agricultural | Review made. Report submitted.
connections
13 | Providing of Accucheck Meters to the | 287 Meters Provided.
Field Staff
14 | Documentation in vernacular language Actions taken.
15 | Easy accessibility to the Consumers Actions taken.
16 | Plan for Installation of meters on | Plan Submitted.
Agricultural Premises
5.2.2 Detailed GEB’s Response on Compliance to directives
reproduced verbatim from GEB’s filing is given in Annexure - 12
523 GEB filed an action taken report with regard to compliance to

Commission’s directions in response to issues raised by

objectors. GEB has grouped the Directions into three specific
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sub categories for ease of understanding. The sub-categories

and the relevant Directions are as follows:

Table 7: Sub-category of Directions

Sub Category of the Directions

Direction #s

I Tariff Application related Directions

Direction#1,4,5&9

] Efficiency
reduction related Directions

improvement and cost

1 Administrative type of Directions

Direction # 12,14 &15

5.3 Commission's view on implementation of Directions

The Commission’s views on implementation of Directions by

GEB are highlighted in the following table.

Table 8: Commission’s views on implementation of Directions

Summary of Directions

Commission’s views

1 Manner of filing of Petition
for revision of Tariff Rates

Direction has been complied by GEB

2 Devising Accounting
System of Fuel for effective
management of fuel cost

Direction has been complied by GEB

3 Reduction of Cost of Power
purchased from IPPs

Direction has been complied by GEB.
While GEB has reviewed Power
Purchase Agreements, the Commission
is of the view that reduction of power
purchase cost is an ongoing process and
GEB should continually strive to reduce
power purchase and generation costs.

4 List and cost of newly added
assets

Direction has not been complied by
GEB.

For 2002-03 GEB needs to provide
project wise details of large asset
additions with detailed justification
including cost-benefit analysis for such
projects.

5 Completed Annual Accounts

Direction has been complied by GEB.
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Summary of Directions

Commission’s views

Reduction of Fuel related
cost

Direction has been complied by GEB.
While the Commission appreciates
GEB’s endeavours for bringing down
fuel related costs, GEB should continue
its efforts to further reduce fuel related
costs through measures like efficiency
improvement-reduction of heat rate &
specific fuel consumption.

collection facilities

7 Programme for installation | GEB is directed to ensure that all un-
of meters on un-metered | metered agricultural installations are
installations metered by June 30, 2006 as specified in

Section 19(3) of the Gujarat Act.
Study on Apparent Energy | GEB is directed to submit the results
Meters from the pilot study at its Naroda GIDC
Estate within two months of the issue of
this order.
GEB is directed to submit the proposal
for financing of Apparent Energy meters
under APDRP within one month of the
issue of this order.

8 Detailed study of T&D | Direction has been complied by GEB
Losses

9 FCA Formula Direction has been complied by GEB.

GEB has filed before the Commission a
fuel cost adjustment formula.

10 | Minimisation  of  break | GEB has taken steps in the right
downs direction but still has a long way to go to

reduce breakdowns to acceptable levels.

11 | Improvement of Bill | GEB has not provided details of

arrangements entered into with banks for
collecting consumer’s bills.

GEB has taken a few steps in the right
direction by increasing the number of
collection counters and appointing
private collection agents. At the same
time, a lot many other innovations such
as “anywhere payment” (i.e. SO that
consumer can pay his bill at any
collection centre of GEB within a
district), payment through internet,
payment at bank counters, payment
through credit cards, etc., needs to be
implemented by GEB within one year
from the date of issue of this order.
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No. | Summary of Directions

Commission’s views

12 | Programme of release of

new agricultural connections

Due to the precarious financial position
of GEB, Commission understands that it

is difficult to clear the pending
agricultural  connection  applications
within a year. Commission supports
GEB’s effort in extending the tatkal
scheme to the old pending applications
to enable release of connections.
Direction has been complied by GEB.

13 | Providing of Accucheck
Meters to the Field Staff
Documentation

vernacular language

14 in | Direction has been complied by GEB.

15 | Easy accessibility to the | Direction has not been complied by
Consumers GEB.
GEB is directed to release new domestic

connections  within  sixty days of
receiving an application and if it is not in
a position to provide the same within 60
days, GEB has to give the applicant in
writing the reasons for the delay beyond
60 days.

GEB is directed to ensure that all un-
metered agricultural installations are
metered by June 30, 2006 as specified in
Section 19(3) of the Gujarat Act.

16 | Installation of meters on

Agricultural Premises

5.3.1 From the above chart it is seen that GEB has not complied with
Commission’s directions at Sr. No. 4, 7, 15 & 16. The Commission
is of the opinion that directions at Sr. no. 3, 6, 10, 11 & 15 require
continuous attempts for compliance by GEB. While appreciating the
GEB’s efforts and achievement in reduction of cost of power
purchase and fuel purchase, the Commission is of the view that
GEB would be well advised to continue these efforts in view of the

competitive environment (envisaged by the Electricity Act, 2003,

particularly through the provisions of open access in transmission
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5.3.2

5.3.3

and distribution) in which the GEB and its successor entities would

be placed in the times to come.

After examining the GEB’s compliance with the directions issued,
the Commission is of the view that the compliance to the directives,
as noted above, has been partial. The Commission will be
continuously following up on the compliance with the directives.
The Commission wishes to make it clear that satisfactory

compliance with the directions has to be demonstrably achieved.

Excepting the directives that are complied with, the remaining
directions, as also Direction Nos. 3, 6, 10 & 15, are to be deemed
reissued as part of this Order and will be reviewed by the

Commission during the financial year 2004-05 for compliance.
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6 GEB’s Revenue and Income

For determination of the ARR of GEB, for the financial year 2003-04, the

Commission has carefully analysed the submissions made by GEB in

support of the proposal for various components of the ARR and the

response on the Petition from various stakeholders. The detailed analysis

of each of these components is provided in this chapter & next chapter.

In considering the ARR the Commission has been guided by the following

broad principles:

The Commission kept in view the relevant provisions contained in
the Electricity Act, 2003 and the Gujarat Electricity Industry

(Reorganization and Regulation) Act, 2003

The actual data available for the FY 2002-03 (annual accounts
audited by CAG) have been used to validate expenses forecast for

FY 2003-04.

The need to reduce inefficiencies in GEB’s operations and to adopt

appropriate norms have also been kept in view.

The Commission has taken on record the audited figures available
from the annual accounts of GEB audited by the Comptroller &
Auditor General of India (CAG) for FY2000-01, FY2001-02 and FY

2002-03.
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= While estimating the ARR for 2003-04, the Commission deferred
consideration of provisions for depreciation, Rate of Return and

accumulated (prior period) losses.

6.1 Sales & Revenue

Assessment of category-wise sales

GEB’s sales to consumers cover 21 categories, which can be broadly
classified into 10 main tariff categories: Residential, Commercial,
Agriculture, Industrial (LT), Industrial (HT), Railway Traction, Public
Lighting, Water Works, Licensees and Others. Income of GEB comes from
three streams: (1) sale of energy (2) grant of subsidies from Governments
and (3) other income. This chapter considers the income projections
made by GEB for FY 2003-04 along with the actual incomes received in
FY 2000-01, FY 2001-02, and FY 2002-03. GEB’s total energy sales
were 31544 Million Units (MUs) for FY 2000-01, 31960 MU for FY 2001-
02 & 30,917 MU FY 2002-03. The projected sale in 2003 -04 is 32,235
MU. The average sales growth is less than the forecast made in the
Sixteenth Electric Power Survey Report brought out by the CEA. The actual
growth rates were lower compared to the forecasts in other States like
Maharashtra, Tamil Nadu and West Bengal as well. Gujarat in the recent
past recorded an actual energy sales growth rate of 5.96% compared to

the growth rate of 6.55% recorded in earlier years.
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In what follows the details given (tariff category-wise) by GEB about the
number of consumers, total consumption and revenue for FY 2000-01,
FY 2001-02 and FY 2002-03 along with forecast for FY 2003-04 are

examined.

6.1.1 Residential

The following table shows the consumer population, sales and revenue

for the residential category.

Table 9: Residential consumers-sales & revenue

2000-01 | 2001-02 | 2002-03 | 2003-04
(Audited) | (Audited) | (Audited) | (Projection)
Consumers 55,40,354 | 57,00,498 | 58,17,482 | 59,98,585
Sales (MU) 3021 2937 3117 3243
Sale Revenue (Rs. | 769 791 845 1207*
crores)
Average
Consumption
(kWh/month) 45 43 45 45

Sales to residential category comprise 10% of the total units billed.
According to GEB, there has been a temporary decline in sales during FY
2001-02 due to earthquake, the sale picked up again in FY 2002-03 in
line with past trends. The growth rate of 10% in FY 2002-03 was due to
an addition of 1.7 lakh consumers. The projection made for FY 2003-04
at 3243 MU is based on Compounded Annual Growth Rate (CAGR)

covering the period FY 1998-99 to FY 2002-03.

! This figure was subsequently corrected by GEB as Rs. 987 crores.
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The Commission is of the view that (with the aforesaid correction in sales
revenue) the forecast made for FY 2003-04 is consistent with the past
trend.

6.1.2 Commercial

The following table shows the consumer population, consumption and

revenue from the commercial tariff category.

Table 10: Commercial consumers - sales & revenue

2000-01 | 2001-02 2002-03 | 2003-04
(Audited) | (Audited) | (Audited) | (Projection)
Consumers 8,27,022 | 8,30,226 8,50,997 | 8,84,777
Sales (MU) 890 866 971 1030
Sale Revenue (Rs. | 392 406 453 482
Crores)
Average 90 87 95 97
Consumption
(KWh/month)

Commercial sales account for 3% of the total sales of GEB. There is an
average addition of nearly 20,000 consumers every year. Based on past
trend, GEB has estimated an annual growth rate of 6% in commercial
sales. The year-to-year growth rates in commercial sales are 9.1% in FY
2000-01, (-) 2.7% in FY 2001-02 (negative growth ascribed to

earthquake) and 12.1% in FY 2002-03.

The sales projection of 1030 MU in FY 2003-04 compared to 971 MUs in

FY 2002-03 appears to be reasonable.
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6.1.3 Agricultural

The following table shows the details furnished by GEB about the
consumer population, sales and revenue from agriculture during FY
2000-01, FY 2001-02 and FY 2002-03 along with forecast for FY 2003-

04.

Table 11: Agriculture consumers - sales & revenue

2000-01 | 2001-02 2002-03 | 2003-04
(Audited) | (Audited) | (Audited) | (Projection)
Consumers 5,81,494 |6,00,414 6,06,210 | 6,23,109
Sales (MU) 15467 15674 12940 13230
Sale Revenue (Rs. | 235 912 958 985
crores)
Average 2217 2175 1779 1769
Consumption
(kWh/month)

As is well known there are serious difficulties connected with the
estimation of sales in agriculture, which consist of energy used for
pumping water through irrigation pump sets. The supply of power to
irrigation pump sets is largely unmetered. This situation arose following
a policy decision taken by the Government of Gujarat in 1987 to supply
power to agriculture based on horsepower capacity of the pump sets.
Simultaneously a decision was also taken to remove meters for measuring
electricity supplied to pump sets. As a result, the consumption of energy
used in pump sets has to be estimated. In all other uses, the tariff is
based on metered supply. As supply to agriculture is unmetered, it is

estimated in an indirect way. It may be noted that a similar situation of
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unmetered supply to agriculture prevails all over the country. In 1998,
GEB introduced a scheme known as ‘Tatkal’ for providing agricultural
connections on a priority basis. Those consumers who opt for Tatkal
scheme get a higher priority in getting connections. Besides bearing the
cost involved in providing the connection to the installation, Tatkal
consumers get metered supply at Rs.0.70 per kWh. In Gujarat out of
6,23,109 agricultural connections, nearly 1,30,000 have been metered.
As noted earlier, in the absence of meters and direct measurement,
agricultural consumption has to be necessarily estimated. The procedure
is generally along the following lines. Broadly speaking, State Electricity
Boards (SEBs) exactly measure the units of energy which are pumped into
the state grid from owned generating stations, central generating
stations, Independent Power Produces and other sources such as Power
Trading Corporation or other State Electricity Boards. The Electricity Board
also has more or less reliable information, based on direct measurement
through meters, of energy supplied to various tariff categories other than
agriculture consumers. It may also be noted that in Gujarat, there is no
unmetered supply in any tariff category other than agriculture. The
Commission also gave a directive in tariff order of 10/10/2000 that no
new connections (including agricultural connections) should be given
without installation of meters. The State Electricity Board thus has fairly
accurate measurements about the quantity of energy injected into the

grid and the quantity of energy consumed by all tariff categories other
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than agricultural consumers. Now the balance quantity of energy (i.e.
Million KWh injected into the system - Million KWh consumed by metered
consumers) is divided into two categories. One represents Transmission
and Distribution Losses (T & D Losses) (including technical & commercial
losses) and the other category represents estimated energy consumption
in agriculture. As can be seen readily, in the absence of direct
measurement of energy consumption in agriculture, disputes arise on
how to distribute the balance quantity of energy between agricultural

consumption and T & D Losses.

It may also be noted that in Gujarat, there is no un-metered supply in any
tariff category other than agriculture. The Commission also gave a
directive in its tariff order dated October 10, 2000 that no new
connections (including agricultural connections) should be given without

installation of meters.

Commonly accepted norms for T&D losses (which are in the nature of
empirically derived estimates) are employed for determining T&D losses.
Such losses also depend on various technical factors (including system
configuration and the nature of devices used by the consumers). While
we understand that it is difficult to be precise in the absence of actual
measurement based on properly calibrated instruments, transmission
losses in a reasonably efficient system are expected to be in the range of
4% to 8% of the energy transmitted depending on the transmission

voltage. The losses in distribution system will be comparatively much
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higher since power is transmitted at lower voltage and usually over
longer distances. Further, in the absence of necessary investments
needed for system maintenance and upgradation, distribution losses tend
to be higher. However, based on broad norms the distribution losses are
accepted to be in the range of 12% to 16% depending on the distribution
voltage. However, it should be noted that such norms presuppose
modern, technologically efficient distribution systems. But, in actual
practice, for various reasons (largely connected with resource constraints
and operating environment), it may be difficult to achieve such normative

targets.

Once the T&D losses are determined (based on chosen norms), the
residual amount of the energy injected into the system is accounted for
by supply to agriculture. There are however controversies surrounding
the estimation of T & D losses and agricultural consumption. T & D losses
are not only technical but also have a commercial component. In other
words a portion T & D losses may have a component of pilferage. It is
therefore necessary to try to separate out technical losses (both
transmission and distribution) from commercial losses. Such separation
however is difficult (and has to be based on estimation) in absence of

direct measurement of agricultural consumption.

There are indirect ways to estimate energy consumption in agriculture.

One such method is to determine a normative consumption estimate for a
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unit of connected load (either HP or kW) per annum. Once the total
connected load of agriculture consumers in terms of HP or kW is known,
the annual consumption can be estimated on the basis of certain norms.
Incidentally, the total connected load is derived by adding together the
rating in HP or KW of all the agricultural connections. For estimating
agricultural consumption, one has to assume the average hours of usage
and then derive the estimate of consumption based on the total kW or HP
of connected load. Normally a norm of units per HP of pumpset is used.
GEB has used a norm of 2096 unit per year per HP. The Board also
assumed 2% CAGR in the connected load agriculture. On this basis the
Board projected the energy sales to agriculture at 12,940 MUs for 2002-
03 and 13,230 MUs for 2003-04. The above sales projections are based

on the findings of a study made by the consultant TERI.

It is to be noted that the TERI’s study was undertaken by GEB in
pursuance of one of the directives of the Commission given in its tariff
order of October 10, 2000. As mentioned therein, the Commission
appreciates the study made by TERI. In fact, the Commission has
separately given directions in its order to GEB based on the
recommendations contained in TERI’s report. But, at the same time we

are not fully convinced by the findings of TERI’s study on the level of
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agricultural consumption2. The formula adopted by TERI for estimation of
agricultural consumption was based on their sample measuremens. The
actual agricultural load measurements (on sampling basis) taken by TERI
at the site with the help of Tong tester was in general more than the
sanctioned load. The under estimation of the sanctioned load which
might have been noticed on some of the sample feeders selected by TERI
cannot be presumed to be applicable on all the agricultural feeders.
Therefore application of this assumption across the board for all the
agricultural load throughout the State of Gujarat may result in
overestimation of load and consequently overestimation of agricultural

consumption.

The norms emerging from TERI’s study for agricultural consumption in
unit/KW/year appeared to be comparatively very high. For instance,
against the figure of 2228.4 kWh/HP/year for Gujarat adopted by GEB for
un-metered agricultural consumption, the figures adopted by respective
State Regulatory Commissions are 1250 units/HP/year in Andhra
Pradesh, 1452 units/HP/year in Haryana, 1590 units/HP/year in
Karnataka, 1250 units/HP/year in Madhya Pradesh and 1100
units/HP/year in Uttar Pradesh. We appreciate that the situation in

Gujarat is rather different, as pumping of ground water is done from

% The Formula used in the TERI’s Report for the agricultural consumption is as under:

Agricultural consumption = (Consumption shown by digital meter — Total L.T. technical Energy Loss) * Ag. Load

Total Load incident on DT

Where LT = Low tecnsion at 400 volts ; DT = Distribution Transformers
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great depths in North Gujarat. It seems that the figures emerging from
TERI’s study need to be refined further. The following table shows the

agricultural consumption estimated by TERI for 2000-01 and 2001-02.

Table 12: Agriculture consumption estimated by TERI

2000-01 | 2001-02

(in MUs) | (in MUs)

North 6647 6910
Centre 925 962
South 919 956
West | 2465 2563
West I 1881 1955
Total 12837 13345

A Committee constituted by the Government of Gujarat, on March 23,
1999, called “Mishra Committee” has also laid down the norms for
agricultural consumption. This Committee was constituted to study the
actual power consumption in agricultural sector based on 4000 odd
meters already installed on agricultural transformer centers. It was
envisaged that the consumption data/pattern obtained from meters
already installed could be utilised to explore and determine the extent of
agricultural consumption. The Committee after making a study of the
consumption pattern available on the installed transformers came to the
conclusion that based on their estimate of agricultural consumption,
units consumed per year per kW of connected agricultural load ranged
from 2200 to 2400 kWh. The norms based on the Mishra Committee,
were adopted by the Commission in its tariff order of October 10, 2000

and an average consumption of 2300 kWh/kW of connected load per
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annum, which is equivalent to 1700 kWh/HP per annum, was considered
for estimating un-metered agricultural consumption. For estimating un-
metered agricultural consumption for FY 2003-04, the Commission
decided to adopt the same norms as laid down by the Mishra Committee

i.e 1700 KWh / HP / annum.

Taking into account the connected un-metered agricultural load of
50,92,910 HP, the Commission estimates the agricultural consumption to
be 8658 MUs. The energy sale to metered agricultural consumers is
1,881 MU. Thus, the total agricultural sales are projected to be 10,539

MUs in FY 2003-04.

Table 13: Total Agriculture Sales

Particulars FY 2003-04 FY 2003-04
(Proposed) (Approved)
Un-metered Connected Load (HP) 5,092,910 5,092,910
Norm used for Un-metered (kWh/ HP/per 2,228 1,700
annum)
Un-Metered Agricultural Sales (MUs) 11,349 8,658
Metered Agricultural Sales (MUs) 1,881 1,881
Total Agricultural Sales (MUs) 13,230 10,539

The Commission has separately requested GEB to furnish figures of
connected agricultural load for all the districts/zones of Gujarat. While
furnishing the information, GEB was also asked to ensure the veracity of
the information through a process of official authentication. After
compiling such verified information about the connected agricultural load

(in HP) a more realistic estimation can be made. GEB has also engaged an
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agency to collect the necessary information within the next couple of
months. In the meanwhile, the Commission has decided to adopt a
figure of 10,539 MUs for agricultural consumption. GEB is directed to file
information on the latest verified information (sub-

division/division/zone-wise) of connected agricultural load.

The Commission will take an overall view both on level of agricultural
consumption and T&D losses, after receiving the verified information
from GEB about connected load in agriculture. Without achieving
significantly higher levels of metering in agriculture, realistic estimation

is not possible.

Commission considers agricultural sales forecast for FY 2003-04 to be
10,539 MUs based on Commission’s adopted norms for un-metered
agricultural consumption.

6.1.3.1 Transmission and Distribution Losses

Commission’s view

On loss estimation

We are conscious that the issues of agricultural consumption and T&D
losses are inter-related. Once the figure of 10,539 MUs of agricultural
consumption is adopted the percentage of T&D losses will increase if the
energy input into the GEB system is maintained at the same level. For
instance, against the figure of 10,539 MUs adopted by GERC for
agricultural consumption, it has been observed that the GEB estimate is
12,940 MUs in FY 2002-03 and 13,230 MUs in FY 2003-04. If a figure of
10,539 MUs in FY 2003-04 were considered for agricultural
consumption, the T & D losses would go up by 2691 MUs in FY 2003-04
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if the GEB projected energy input into the system is maintained. This
issue cannot be readily resolved since no direct measurement of
agricultural consumption is currently possible. For sake of consistency
with respect to its earlier order passed by the Commission, the
Commission has calculated T&D losses based on an agricultural
consumption of 10,539 MUs for FY 2003-04. It may be recalled that in
the previous tariff order of the Commission dated October 10, 2000 T&D
losses have been estimated at 30% and a yearly target of 3% was set for
T&D loss reduction. The following table shows the energy balance
statement based on proposed and approved loss levels for FY 2003-04.

Table 14: Energy Balance Statement

Sr 2001-02 |FY 02-03| FY 03-04 | FY 03-04
No Particulars (Audited) |(Audited)| (Proposed) [(Approved)
1 |Generation (MU) 20,770, 20,731 21,178 21,178
2 [Purchase (MU) 20,651 24,162 24,223 24,223
Sub-total 41,421 44,893 45,401 45,401
3 |Wheeling Units (MU) 3,144 2,448 2,448 2,448
4 |Less: Pooled Losses (MU) 547 549 549 549
Total energy into the 44,018 46,792 47,300 47,300
system (MU)
Energy Sale
5 |HT Sale (MU) 6,601 6,776 6,979 6,979
6 |LT Sale (MU) 22,667 20,828 21,374 18,683
7 |Sale to licensees (MU) 2,692 3,313 3,882 3,882
Sale to Div, Daman & DD 3,144
8 |[(MU) 2,448 2,448 2,448
Total Sale (MU)® 35,104] 33,365 34,683 31,992
9 |Loss in the system (MU) 8,914 13,460 12,617 15,308
T & D Loss 20.25%| 28.75%| 26.67%| 32.36%

T&D loss figures proposed by GEB are not consistent with the principles

adopted in the Commission’s tariff order of October 10, 2000. T&D

3 Total sales in this table include sales to Div, Daman & DD, which is not part of GEB accounts,
if we exclude that, total sales will be 32235 MUs for FY 2003-04 (Proposed) , same as sales
figure in Table 21 of this order.
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losses in 2001-02 are lower because of relatively higher agricultural
consumption estimated by GEB (“ according to the norms and practices in
vogue at the relevant point of time”). The situation has changed since
Commission in its order of October 10, 2000 adopted the norm of 1700

kWh/HP per annum for estimating un-metered agricultural consumption.

Based on the Commission’s analysis as discussed in the preceding
section, the loss level derived from the restated sales for the State for FY
2003-04 is 32.36% in the transmission and distribution segments. This
level of losses is high and has remained hidden thus far because of the
inaccurate representation of the quantum of consumption in the un-
metered connections in the agricultural categories. The element of
estimation would gradually be eliminated by metering such consumption
in a phased manner and the loss estimates would be further refined. In
order to estimate the T&D losses correctly, proper and regular energy
audit is essential. Energy audit of the system would not only give the
actual losses in the system as a whole but also would indicate the
geographical locations of the feeders on which losses are abnormally
high. The Commission, therefore, directs GEB to conduct complete
energy audit upto 11 kV level for the entire system and upto LT level on
at least one 11 kV feeder in each Circle and submit a report thereon
along with next ARR filing. The 11 kV feeder(s) so chosen should be the

one(s) with the highest loss level in the Circle.

Petitioner’s submission
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Proposed reduction in losses

GEB has indicated that the loss levels in FY 2002-03 were 28.74%, which
would reduce to 26.68% in the FY 2003-04. This loss level is based on
sales as determined by GEB and the quantum of power purchase for the
State. The sales data is based partly on data available from metered sales
and partly on certain assumptions regarding the consumption in un-

metered categories of consumers.
Measures for capturing T&D losses

GEB has stated that it has taken/is taking following initiatives to correctly

capture the data on technical and commercial losses:

* Process of installation of meters in the feeders emanating from
sub-stations has been completed and

= Process of calibration of meters and changing the electro-
mechanical meters by static meters is under progress.

Measures for T&D loss reduction

GEB has stated that it has planned following activities for reduction in

T&D loss:

* Close Monitoring of 347-high loss feeders having losses above
30%;

= Accountability fixed on Feeder Managers

= Single phase and three-phase connections made pilfer proof

through:
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o Providing & Sealing of Metal Meter Boxes;
o Providing and sealing of Terminal Covers;
o Replacement of faulty meters.
* Introduction of Intensive Surprise Installation Checking
= Official of the rank of IGP made Director of Security & Chief
Vigilance Officer;
o 73 Checking Squads in place;
o 500 Ex Army men inducted for anti theft drive;
o Inter Circle and Inter Division checking.
= Anti Theft Bill passed by State Government;
o Stringent Penalty Provisions;
o Police Stations envisaged (one in each Zone). Of these one at
Vadodara and one at Rajkot commissioned,;
= Suggested System Improvement Actions:
o DTC Review.
o Feeder Bifurcation
o Renovation of Conductor
o Installation of capacitor bank on 11KV side at Sub-station.
o Replacement of Non-Working / Faulty meters at the earliest.
o Actions initiated on TERI recommendations:
o Purchased single phase and three phase meters of high

precision quality to replace existing conventional meters.
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o Purchased single phase/three phase LT Accucheck Meter to
calibrate the existing meters at consumer’s installations

o Purchased LT static meters to install at high consumption
consumer installations.

o Cross-checking of doubtful meter readings carried out.

Commission’s view

On loss reduction target

The Commission considers a 2.06% loss reduction stated by GEB in FY
2003-04 as reasonable keeping in view the initiatives proposed by GEB
and the massive investments planned under the Accelerated Power
Development and Reform Programme (APDRP) of the Gol. These
investments in the replacement and augmentation activities on lines,
substations and transformers in all the Circles of the State are expected
to lead to higher loss reduction after the gestation period of individual
works, but those slotted for completion during this year would yield the
results in this year only. GEB is, therefore, directed to come up with a
concrete plan for reduction of technical and commercial losses over the
next five years indicating milestones for critical activities, in the form of
targets and their date of completion, within 3 months of issuance of this

Order.

6.1.4 LT Category (LV&MV Industrial)

This category represents industrial consumers who individually have

connected load less than 100 kVA. The following table shows the
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population, consumption and revenue from this category for FY 2000-01,

FY 2001-02 and FY 2002-03 along with a forecast for FY 2003-04.

Table 15: Industrial Consumers - sales & revenue

2000-01 | 2001-02 |2002-03 | 2003-04
(Audited) | (Audited) | (Audited) | (Projection)
Consumers 1,56,259 | 1,53,923 | 1,50,760 1,50,760
Sales (MU) 2642 2451 3072 3111
Sale Revenue (Rs. 1067 1083 1317 1365
crores)
Average 1409 1327 1698 1720
Consumption
(kWh/month)

Sales to this category form approximately 10% of the total sale. The CAGR
in this category was 3% during the period FY 1998-99 to FY 2002-03.
GEB has mentioned in the petition that the sales in this category have
been affected during the past two years due to earthquake and general
industrial recessionary conditions. Against a sale of 3072 MUs in this

category during FY 2002-03, the forecast for FY 2003-04 is 3111 MUs.

Considering the immediate past year consumption vis-a-vis, the forecast
of sales made for FY 2003-04, the Commission accepts the projection

made by GEB.

6.1.5 HT Category

HT category generally refers to industrial consumers with individually
connected load exceeding 100 kVA. Both from view point of sales and
revenue, HT category is extremely important. It accounts for 21% of total

sales and 36% of total revenue. According to GEB, consumption of this
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category has been consistently declining in the recent years. The
declining sales appear to be mainly due to migration of industrial
consumers (through captive power option) and due to lower activity level
of remaining consumers. According to the information furnished by GEB
as indicated in the table below, there is a deceleration in the growth of
HT consumers during the period FY 1997-98 to FY 2002-03. Over the
same period, the connected load of HT consumers declined from 2860
MW to 2477 MW and the quantity of consumption has declined from
7185 MUs to 6367 MUs. Further, over the same period, captive
generation units increased from 113 to 387 and the captive capacity has
increased from 2802 MW to 3697 MW. GEB however expects a 3%
increase in the consumption in this category because of the impact of

good monsoon on industrial activity. Thus against the sale of 6367 MUs

in FY 2002-03, GEB has projected a sale of 6555 MUs in FY 2003-04.

Table 16: HT Consumers & Captive Generation data

HT Consumers Data Captive

Generation Data

Year Nos. of | Connected | Energy Average Revenue | Number| Capacity
Cons. | Load Consumpti | Consumption| (Rs.Crores) (MW)
(MW) on (MUs) | (kwh/month)

1997-98 4208 2860 7185 142288 113 2802
1998-99 4373 2825 7057 134481 146 2958
1999-00 4546 2723 6451 118254 179 3098
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HT Consumers Data Captive

Generation Data

Year Nos. of | Connected | Energy Average Revenue | Number| Capacity
Cons. | Load Consumpti | Consumption| (Rs.Crores) (MW)
(MW) on (MUs) | (kWh/month)

2000-01 4626 2737 6001 108103 2614 217 3267
2001-02 4678 2623 6195 110357 2689 264 3520
2002-03 4677 2477 6367 113445 2701 387 3697

The Commission is of the view that the rationale for the forecast made
for FY 2003-04 is consistent with the gernal economic scenerio and

hence Commission accepts the projection made by GEB.

6.1.6 Water Works

Supply of energy to water works is important for provision of civic
amenities. The following table shows consumer entities in this category,
consumption and revenue for FY 2000-01, FY 2001-02 and FY 2002-03

along with forecast for FY 2003-04.

Table 17: Water Works Consumers - sales & revenue

2000-01 | 2001-02 | 2002-03 2003-04

(Audited) | (Audited) | (Audited) | (Projection)
Consumers 24327 26072 27576 29483
Sales (MU) 490 486 565 621
Sale Revenue ( Rs. 74 109 152 169
crores)
Average Consumption 1679 1553 1707 1755
(kWh/month)

The year-to-year growth rate in consumption for water works was 12.9%

in FY 2000-01, (-)0.8% in FY 2001-02 and 16.3% in FY 2002-03. GEB has
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reported CAGR of 10% for consumption in this category over FY 1997-98
to FY 2002-03. Based on this growth rate, GEB forecasts sale of 621 MUs

during FY 2003-04 against 565 MUs during FY 2002-03.

This estimate corresponds to the trend revealed in recent past years and
is reasonable and hence Commission accepts the projection made by

GEB.

6.1.7 Public Lighting

Public lighting is another important category of consumption connected
with municipal functions. GEB calculated the CAGR for public lighting
over the period FY 1998-99 to FY 2002-03 as 4%. Public lighting
accounts for 0.4% of the total sales of GEB. The following table shows the
number of consumers, sales and revenue of this category for FY 2000-

01, FY 2001-02 and FY 2002-03 along with forecast for FY 2003-04.

Table 18: Public Lighting Consumers - sales & revenue

2000-01 | 2001-02 | 2002-03 2003-04

(Audited) | (Audited) | (Audited) | (Projection)

Consumers 17595 17152 16686 16686

Sales (MU) 134 127 132 138

Sale Revenue (crores) 42 43 43 45

Average Consumption 635 617 659 689
(kWh/month)
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GEB’s sales projection of 138 MUs for FY 2003-04 as compared to 132
MUs in FY 2002-03 seems reasonable and hence Commission accepts

this projection made by GEB.

6.1.8 Railways

The bulk of the consumption in this category is for railway traction. The
following table shows the number of consuming entities, consumption
and revenue for FY 2000-01, FY 2001-02 and FY 2002-03 along with

forecast for FY 2003-04.

Table 19: Railway Traction - sales & revenue

2000-01 2001-02 | 2002-03 2003-04

(Audited) | (Audited) | (Audited) | (Projection)

Consumers 10 10 10 10

Sales (MU) 383 406 409 424

Sale Revenue (crores) 190 206 203 216

Average Consumption 3.19 3.38 3.41 3.53
(MkWh/month)

Railway Traction contributes 1.3% to the total sales and 3% to the total
revenue. The year-to-year growth rates are 1.1% in 2000-01, 6% in FY
2001-02 and 0.8% in FY 2002-03. GEB adopted a growth rate of 4% for
estimating consumption in FY 2003-04 based on CAGR over the period
FY 1989-99 to FY 2002-03. Accordingly, the sale forecast of 424 MUs for

FY 2003-04 made by GEB has been accepted by the Commission.

6.1.9 Supply to Licensees

GEB supplies energy in bulk to these three bulk consumers: (1)

Ahmedabad Electricity Company Limited (AEC); (2) Surat Electricity
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Company Limited (SEC) and (3) Kandla Port Trust (KPT). The following
table shows the sales and revenue for FY 2000-01, FY 2002-03 and FY

2003-04 (forecast) for these three consumers of GEB.

Table 20: Supply to AEC, SEC & KPT - sales & revenue

2000-01 | 2001-02 | 2002-03 2003-04

(Audited) | (Audited) | (Audited) | (Projection)

Consumers 3 3 3 3

Sales (MU) 2483 2692 3313 3882

Sale Revenue (crores) 697 804 940 1116

Average Consumption 68.97 74.78 92.03 107.83
(MkWh/month)

GEB reported a CAGR of 8% in this category for the period FY 1998-99 to
FY 2002-03. The year-to-year growth rate reported is 2.5% in FY 2000-
01, 8.4% in FY 2001-02 and 23.1% in FY 2002-03. The major growth in

sale of energy is from sales to SEC.

While, this estimate corresponds to the trend revealed in recent past
years, the coming on stream of 100 MW Vatva CCGT plant of AEC
(capable of delivering more than 800 MUs per annum) may change the
scenario considerably in 2004-05 onwards. However for the FY 2003-04,

projection made by GEB can be accepted.

6.1.10 Others

In this category, GEB reported sales to two consumer entities during
2000-01 and 2001-02. The sale was 33 MUs in 2000-01, 126 MUs in
2001-02 and 31 MUs in 2002-03. The corresponding sales revenues

were Rs. 6 Crores, Rs. 19 Crores and Rs. 3 Crores.
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6.2 Sales and Revenue at existing Tariff

GEB has generally adopted Compounded Annual Growth Rate (CAGR)
methodology to project metered sales. Depending upon the data
availability, 3 to 5 years average growth rate was considered for
projecting FY 2003-04 sales. The total sales are expected to increase
from 30917 MU in FYO3 to 32235 MU in FY04. The overall sales growth

projected is 4.26 % over FY 03.

During FY 2003-04, GEB has projected a total consumer population of
77,08,167 with a total sale of 32,235 MUs and total revenue of Rs. 8371
Crores. The following table gives the projected energy sales and revenue

in FY 2003-04 at current tariff level.

Table 21: Projected Energy Sales & Revenue in FY 2003-04

Sr. FY 03-04 FY 03-04
No. | Category Type of installation (Proposed) | (Proposed) in
in MU Rs.Crores
1 |LFD-I Domestic 3243 1207*
2 LFD-II Commercial 998 470
3 LFD-I11 Institutions 33 12
4 AG Agricultural 13230 985
5 LTPI Motive power less than 125 BHP 2910 1255
6 LTPII Educational Institutions 30 12
7 LTPIII Motive power between 40 kW upto 80 kW 172 98
8 Motive power Not exceeding 125 BHP
LTPIV (for night hours)
9 Motive power services for CD of 20 kW
and upto 80 kW during night hours from
LTPIVA |10 PM to 6PM.
11 |WW Water Works 621 169
12 |SL Street Light 138 45
13 [TMP Temporary

* This figure was subsequently corrected by GEB as Rs. 987 crores.
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Sub Total LT 21,374 4253
14 |(i) HTP-1 {100 KVA & above — Manufacturing 5948 2500
(i1) HTP-I |Seasonal Consumers 98 60
15 [HTP-II (A) |100 KVA & above — Non-manufacturing 200 97
16 100 KVA & above — Colonies, Defence 71
Establishments & Govt owned educational
HTP-11 (B) |institutions 183
17  [HTP-III 100 KVVA & above — Temporary supply 2 8
18 |HTP-IV  [100 KVA & above — Night supply 124 50
19 |Railway 216
Traction |Railway Traction 424
Sub Total HT 6,979 3002
20 |ELI(A) |Grid Tariff (A) 1119 370
21 |ELI1(B) |Grid Tariff (B) 2764 746
Sub Total Grid 3,882 1116
Total 32,235 8371

6.3 Other Income from consumers

Besides above, GEB has estimated (for FY 2003-04) other income from

from consumers comprises Meter rent / service line rental, recoveries

from theft of power, wheeling charges and miscellaneous charges from

consumers to the tune of Rs. 402.62 crores (as against Rs. 258.66 crores

in FY 2002-03)

6.4 Non-Tariff Income

The Non-tariff income comprises of interest on loans & advances to

employees / contractors, income from investments with Banks, Delayed

Payment Surcharges from the Consumers etc. The detail break-up of the

non-tariff income as projected by GEB and as allowed by the Commission

is given in the following table.

Table 22: Non-tariff Income
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S Particulars FY 02-03| FY 03-04 | FY 03-04

r (Figures in Rs.Crores) (Audited)| (Proposed)| (Approved)

N

0

1 | Interest on staff loan & adv. 9 8.86 8.86

2 | Income from Investments 37 35.45 35.45

3 | Delayed Payment Surcharges 121 121.21 121.21

4 | Int. on advance to 0 0.20 0.20
suppliers/contractors

5 | Interest from Banks (FD) 1 0.75 0.75

6 | Income from Trading 2 1.72 1.72

7 | Income from Staff Welfare 0 0.15 0.15
activities

8 | Miscellaneous Income 126 126.33 126.33
Other Income - Total 296 294.67 294.67

6.5 Subsidy from Government of Gujarat

Subsidy payments from Government are an important component of
GEB’s revenue. By far the largest component of subsidy which GEB
receives from the Government is on account of the concession on
agricultural tariff. The State Government have been paying agricultural
subsidy since long. Besides agricultural subsidy, the State Government
also provides for subsidy for water works operated by Gram Panchayat.
The State Government had a scheme earlier for payment of subsidy on
account of rebate given to residential consumers with a monthly
consumption up to 100 units. This subsidy was discontinued from
1/4/03. The State Government earlier used to subsidize SEC for
maintaining tariff parity (within Surat licensee area) with GEB. The State
Government also give subvention from time to time, to partly meet with
the requirement under the Electricity Supply Act, 1948 . This subvention

was intended to enable GEB to earn the statutory 3% return on its net
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fixed assets (less consumer contribution). However with the continuously
deteriorating financial position of GEB, it has not been possible for GEB
in  recent years to earn this minimum prescribed statutory return.
Further due to resources constraints the State Government has not been
able to make subsidy payment to GEB in a timely and adequate manner.
At times the subsidy amounts are adjusted against other payments due
from the Board to Government. These factors have further added to the
financial difficulties of GEB. In the following paragraphs, we examine the
subsidy payment received by GEB during 2000-01,2001-02, 2002-03

and projected subsidy receipt for 2003-04.

Before outlining the above details and the connected matters, the
statutory provisions regarding the payment of subsidy to utilities are

narrated below:-

Section 29 (5) of the Electricity Regulatory Commissions Act, 1998 lays

down as under:-

“If the State Government requires the grant of any subsidy
to any consumer or class of consumers in the tariff
determined by the State Commission under this section,
the State Government shall pay the amount to compensate
the person affected by the grant of subsidy in the manner
the State Commission may direct, as a condition for the
licensee or any other person concerned to implement the

subsidy provided for by the State Government.”
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Section 65 of the Electricity Act, 2003 lays down that such subsidy should
be paid to the affected persons in advance by the State Government.

The said section 65 is reproduced below for ready reference”

“ Provision of subsidy by State Government :- If the State
Government requires the grant of any subsidy to any
consumer or class of consumers in the tariff determined
by the State Commission under section 62, the State
Government shall notwithstanding any direction which
may be given under section 108 pay, in advance, and in
such manner as may be specified, the amount to
compensate the person affected by the grant of subsidy
in the manner the State Commission may direct , as a
condition for the license or any other person concerned
to implement the subsidy provided for by the State

Government.

Provided that no such direction of the State Government
shall be operative if the payments is not made in
accordance with the provisions contained in this section
and the tariff fixed by the State Commission shall be
applicable from the date of issue of orders by the

Commission in this regard”
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Further section 32 (4) of the Gujarat Electricity Industry ( Reorganization

and Regulation) Act, 2003 lays down as under:-

“If the State Government requires the grant of any subsidy
to any category of consumer or class of consumers in the
tariff which is determined by the Commission under this
section, the Sate Government shall pay the amount to
compensate the person affected by the grant of subsidy
in the manner which the Commission may direct, as a
condition for the licensee or any other person concerned
to implement the subsidy provided for by the State

Government”

Notwithstanding the above legal position, the Board has been receiving
the subsidy payments after a considerable time lags. Besides the subsidy
payments are also being adjusted against other dues of the State
Government. In one of its earlier decisions the Commission ordered that
the subsidy given by the State Government (on agricultural tariff
determined in the tariff order of 10/10/2000) should be paid only in cash
and that no accounting adjustments should be made. In a more recent
order, the Commission permitted the State Government to make
adjustment in subsidy payment against the tax revenue retained by the
Board. While examining the financial position of the Board, it is

necessary to consider the situation with regard to timely payment of
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subsidy by the State Government. GEB’s petition has outlined the

following position in para -4.2.3.

“Subsidy  support (including subvention) from the
Government of Gujarat has reduced from Rs. 2,579 Cr in
FY 2001-02 to Rs. 1,800 Cr in FY 2002-03. As per the
tripartite agreement with ADB and Government of
Gujarat, the subsidy is capped at Rs. 1100 Cr annually.
In FY 2001-02, the subsidy receivable was adjusted

against repayment of Government loans of Rs. 1976 Cr.”

Some of the objectors also raised this issue of non-payment or delayed
payment of agricultural subsidy by the State Government. On this
objection , the GEB made the following statement in its general affidavit
to objections raised to the Petition for the approval of Aggregate

Revenue Requirement and Tariff Rationalization.

“ The financial position of the GEB has been affected on
account of scarce resources available with the GEB and
the State Government. The non-availability of cash
towards subsidy from the Government has been on
account of resource difficulties faced by the State
Government. However, the State Government is gearing
itself to pay the subsidy in time as per terms of Section
65 of the Electricity Act. GEB had however borrowed

money from the financial institutions at prevailing market
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rate of interest to meet its financial commitments. The
said borrowing is for the purpose of GEB’s business. The
said borrowings have, therefore, to be serviced from

revenue from the tariff to be charged to the consumers.

GEB borrows money in order to meet shortfall created by
losses, for working capital requirement, for expansion
plans, etc. However, it is not possible to identify each
loan to a specific purpose since the borrowing function is
managed keeping in mind the total fund requirement, the
interest rates, the position of the debt markets, capacity
of the GEB to borrow money, etc. Information about the
total borrowings and interest paid thereon are already

available in the Petition filed with the Commission and

also incorporated in the Para-13 in this filing”

GEB gave the following detailed break up of subsidy payments received

from the State Government.

Table 23: Subsidy payments from State Government

Item 2000-01 | 2001-02 | 2002-03 2003-04
(Audited) | (Audited) | (Audited) | (Projection)
1 | Agricultural subsidy 1431 1100 1100 1100
2 | Subsidy for W.W. tariff 84 82 0 0
3 | Subsidy on account of 74 90 92 0
rebate to Residential
Consumers
4 | Subsidy for Surat 48 0 0 0
Electricity Company’s
Consumer Tariff parity with
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GEB

5 | Sub-Total of Subsidy: (1) 1638 1272 1192 1100
to (4)

6 | Subvention from the State 383 1307 613 0
Government

7 | Grand Total (5) to (6) 2021 2579 1805 1100

As indicated by GEB, the an annual ceiling of Rs.1100 crores was fixed on
payments of agricultural subsidy in accordance with an agreement
between the State Government and the Asian Development Bank (ADB).
After the Commission’s tariff order of 10/10/2000, the State Government
continued the old tariff. The State Government also moved a petition
with the Commission for continuing with the old tariff rate and agreed to
provide the necessary subsidy to the Board. The Commission acceded to
the State Government’s Petition subject to the condition that the subsidy
due on account of the proposed concession should be paid to GEB in cash
without any adjustments. The State Government has been by and large
paying this component of subsidy in cash. As noted earlier, the State
Government also makes budgetary provision of Rs. 1100 crores every
year towards payment of agricultural subsidy. This amount is over and
above the subsidy which the State Government has undertaken to pay the
Board following its continuance of the old agricultural tariff. Since then
the State Government has decided to charge at Rs.750/- per HP per year
per pump with capacity up to 7.5 HP and Rs. 850/- per HP per year for
higher capacity pumps. The State Government has also undertaken to

make necessary payments in cash to the Board for covering this subsidy.
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While acceding to the State Government’s petition, the Commission also
permitted ( at State Government’s instance) adjustment of subsidy
against actual cash payment due from the Board or any cash payment
made by the State Government on behalf of GEB. It may be also be noted
that the Board is also collecting electricity duty on behalf of the State
Government. It is learnt that the GEB does not immediately transfer the
electricity duty so collected to the State Government. These amounts are
adjusted against agricultural subsidy. As GEB is retaining the cash
collection of electricity duty, an adjustment against such payments

retained by the Board can be regarded as cash payment.

The following table shows for the period 1999-00 to 2002-03 the
collection of electricity duty and tax on sale of electricity alongwith

payments of subsidy:-

Table 24: Electricity duty, tax and subsidy

Year Electricity Duty & Tax on sale of Subsidy (Rs. in
electricity duty (Rs. in crores) crores)
1999-00 934.22 1329.87
2000-01 1075.79 2021.26
2001-02 1128.80 2578.65
2002-03 1021.04 1805.14

It may be seen from the above table that the receipt of electricity duty
and taxes on sale of electricity are in the range of approximately Rs. 934
crores to Rs 129 crores. However as the tax on electricity has been
abolished from 1/4/03, this amount will decline to some extent

(incidentally tax on sale of electricity) was levied at 4% advalorem on
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tariff). The point to note is that beyond this cash receipt through
electricity duty, the bulk of the remaining subsidy due to GEB gets
adjusted. As mentioned earlier GEB’s subsidy payments are received after
considerable time lags.

Irrespective of past practices this needs to be

avoided.

The Commission obtained further information from the Board about the
subsidy payments and adjustments. The following table shows the

subsidy receipt in the form of cash and in the form of adjustments.

Table 25: Subsidy receipt - Cash & adjustment

Particulars 2000-01 2001-02 2002-03 2003-04

B (Rs. Crores) (Rs. Crores) (Rs. Crores) (Rs. Crores)
Cash | Adjustment | Cash [ Adjustment | Cash | Adjustment | Cash | Adjustment

Agricultural 445 986 0 1099.99 | 177.54 922.46 105 307.17

Water Works 25 25| 20.21 70.63 | 89.42 1057 | 77.24 0

25% Rebate 32 31 64 14.11 | 85.08 0 20 0

SEC 2 51 0 47.66 0 0 0 0

30% PLM 7.53 - | 83.94 0| 11.18 602.15 0 0

Municipal 0 96.79 0 0 0 0 0 0

due

Prior Period 0 2072.94 0 0 0 0 0 0

dues

BADP 0.72 0 0 0 0 0 0 0

GERC 0 0 | 552.36 0 252 0 | 479.22

Total 511.76 3262.12 | 720.51 1232.39 | 615.22 1535.18 | 681.46 307.14

It may be noted that the figures in the above table are not consistent with
those furnished earlier by the Board and shown above. According to
figures given in the above table there have been sizable adjustment of Rs.
3262.12 crores in 2000-01, Rs. 1232.39 crores in 2001-02 and Rs.
1535.18 crores in 2002-03. It appears that during 2000-01 and 2001-

02 adjustments were made against loans given to the Board by the State
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Government although the repayments were not due. As we have noted
earlier the single largest subsidy due from the State Government to the
Board is on account of concessions given on agricultural tariff. In broad
order of magnitude, the annual amount of agricultural subsidy works out
to Rs. 1600 crores (inclusive of Rs. 1100 crores which is the ceiling
amount agreed between the State Government and the Asian
Development Bank.). The Commission directs that the State Government
should make adequate and timely payments on account of the subsidies
due to the Board. We find that in the subsidy projection made for 2003-
04 only an amount of Rs. 1100 crores is mentioned. As we have already
noted, with the latest rate of concession on agricultural tariff decided by
Government, the agricultural subsidy in broad order of magnitude will
work out to around Rs. 1600 crores. But from GEB’s presentation it is
understood that the revenue forecast of Rs. 985 crores shown for
agricultural consumption includes the approximate amount of Rs. 500
crores due to Board on account of latest rate concessions decided by the

Government for agricultural tariff.

Be that as it may the Commission reiterates that the State Government
should make adequate and timely cash payment to the Board. It is
understood that there is considerable time lag between the dates on
which the subsidy payments become due and the dates on which they are
actually paid. The State Government should clear the back log of arrears

at least by December 31, 2004. Thereafter the State Government should
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make adequate payments in advance every month on account of the
subsidy liability. The State Government should make adequate budgetary
provisions and put in place a procedure to ensure timely release in

advance every month to cover the subsidy liability.

The Commission would strongly recommend to the Government of
Gujarat to make adequate and timely cash payment on a monthly /
quarterly basis to reimburse the amount determine towards subsidy to

GEB in advance.

6.6 Commission’s view

On Petitioner’s submission & Methodology for assessment

The Commission directs GEB to maintain billing data for consumer
categories/sub-categories/slabs strictly as per the tariff schedule
approved in this Order, particularly covering information on number of
consumers, connected load and sales, including slab-wise details, and

make suitable changes in its internal data collection formats.

Commission reviewed all the submissions of GEB. After detailed analysis,
the Commission accepts the sales estimates of all consumer categories
except that of un-metered agricultural consumers proposed by GEB for

the FY 2003-04.

Commission has accepted the following category-wise sales indicated in

table below:

Table 26: Category wise sales; proposed & approved - FY 2003-04
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Sr. FY 03-04 | FY 03-04
No. Category Type of installation (Proposed)| (Approved)
in MU in MU
1 LFD-I Domestic 3243 3243
2 LFD-II Commercial 998 998
3 LFD-I11 Institutions 33 33
4 AG Agricultural 13230 10539
3) LTPI Motive power less than 125 BHP 2910 2910
6 LTPII Educational Institutions 30 30
7 LTPHI Motive power between 40 KW upto 80 kW 172 172
8 Motive power Not exceeding 125 BHP (for
LTPIV night hours)
9 Motive power services for CD of 20 kW
and upto 80 kW during night hours from 10
LTPIVA PM to 6PM.
11 |WW Water Works 621 621
12 |SL Street Light 138 138
13 |[TMP Temporary
Sub Total LT 21,374 18,683
14 |(i) HTP-I 100 KVA & above — Manufacturing 5948 5948
(i1) HTP-I Seasonal Consumers 98 98
15 |HTP-II (A) 100 KVA & above — Non-manufacturing 200 200
16 100 KVA & above — Colonies, Defence
Establishments & Govt owned educational
HTP-11 (B) institutions 183 183
17 |HTP-1II 100 KVA & above — Temporary supply 2 2
18 |HTP-IV 100 KVA & above — Night supply 124 124
19  |Railway
Traction Railway Traction 424 424
Sub Total HT 6,979 6,979
20 [EL1(A) Grid Tariff (A) 1119 1119
21 |[EL1(B) Grid Tariff (B) 2764 2764
Sub Total Grid 3,882 3,882
Total 32,235 29,544

The Commission notes that revenue estimation is an important exercise

in the tariff filing exercise and there is a necessity for developing a

systematic approach towards revenue estimation by adopting a robust

sampling procedure

for un-metered categories

and

consumption for realistically forecasting the revenue in future.

slab wise
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The Commission accepts the revenue estimates of GEB at existing tariff of
Rs.8371 Crores as provided in the following table.

Table 27: Revenue Estimates of GEB; proposed & approved - FY 2003-04

SI.No. FY 03-04 | FY 03-04
Category Type of installation (Proip:sed) (Appil;]OVEd)
Rs.Crores | Rs.Crores
1 LFD-I Domestic® 1207 1207
2 LFD-II Commercial 470 470
3 LFD-I11 Institutions 12 12
4 AG Agricultural 985 985
9) LTPI Motive power less than 125 BHP 1255 1255
6 LTPII Educational Institutions 12 12
7 LTPIII Motive power between 40 kW upto 80 KW 98 98
3 Motive power Not exceeding 125 BHP (for
LTPIV night hours)
0 Motive power services for CD of 20 kW
and upto 80 kW during night hours from 10
LTPIVA PM to 6PM.
11 |WW Water Works 169 169
12 |SL Street Light 45 45
13 |[TMP Temporary
Sub Total LT 4253 4253
14 |(i) HTP-I 100 KVA & above — Manufacturing 2500 2500
(i) HTP-I Seasonal Consumers 60 60
15 |HTP-11 (A) 100 KVA & above — Non-manufacturing 97 97
16 100 KVA & above — Colonies, Defence 71 71
Establishments & Govt owned educational
HTP-II (B) institutions
17  [HTP-III 100 KVA & above — Temporary supply 8 8
18  |HTP-IV 100 KVA & above — Night supply 50 50
19 |Railway Railway Traction 216 216
Traction
Sub Total HT 3002 3002
20 |[EL1(A) Grid Tariff (A) 370 370
21 |[EL1(B) Grid Tariff (B) 746 746
Sub Total Grid 1116 1116
Total 8371 8371

® This figure was subsequently corrected by GEB as Rs. 987 crores.
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The detailed break-up of the other income from consumers as allowed by

the Commission is given in the following table.

Table 28: Break-up of Other Income; proposed & approved - FY 2003-04

Sr Particulars FY 03-04 FY 03-04
No (Figures in Rs.Crores) (Proposed) | (Approved)
1 | Meter rent / service line rental 153.85 153.85
2 | Recoveries - Theft power 139.40 139.40
3 | Wheeling charges 1.05 1.05
4 | Misc. charges from Consumers 108.32 108.32
Total Expenditure 402.62 402.62

In the aforesaid discussion it would be seen that the Commission has
adopted estimates for the year 2003-04. At the time of issue of this
order, while the FY 2003-04 is over, the audited figures of income and
expenditure are still not available. As mentioned earlier the Commission
has validated the figure for the year 2003-04 based on trends exhibited
by the audited figures for the previous years. At the time the GEB filed the
petition (in September, 2003) the FY 2003-04 was ongoing. As such the
GEB had filed estimated figures for this year. The same have been

adopted by the Commission after vetting.

GEB is already in the process of unbundling. The Commission expects
that the next tariff filing made by the successor entities based on the
audited figures of accounts for the latest completed financial year within

the time frame indicated in para 1.1.2.
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7 GEB’s Expenditure

7.1 Own Generation Expenses

Petitioner’s submission & Commission’s approval

GEB operates power plants with an installed capacity of 4333 MW with
thermal and Hydel capacity in the ratio of 87% to 13 %. The quantity of
power generated depends on the actual Plant Load Factors (PLFs)
achieved. The following table shows the installed capacity of GEB’s power

stations, PLFs approved by the Commission in Tariff Order 2000 and the

actual achievements.

Table 29: PLF approved in 2000-01 Order and actual achieved by power

plants of GEB

Name of the power | Installed | 2000-01 2000-01 | 2001-02 | 2002-03
plants Capacity | GERC (Actual) | (Actual) | (Actual)
Approved
Ukai TPS 850 64.32% | 72.25% | 63.80% | 71.36%
Gandhinagar TPS 660 61.21% | 61.35% | 65.81% | 73.02%
Wanakbori TPS 1260 76.00% | 80.78% | 84.68% | 81.19%
Sikka TPS 240 59.36% | 52.20% | 54.19% | 53.73%
KLTPS 215 62.44% | 51.27% | 52.06% | 55.08%
Dhuvaran (LSHS) 534 57.30% | 50.25% | 39.18% | 29.63%
Dhuvaran (Gas) 27
Total Thermal 3786
Ukai Hydro 305 29.94% | 16.32% | 9.20% | 21.70%
Kadana Hydro 240 23.59% [ 0.00% 1.90% | 0.40%
Panam 2
Total Hydro 547
Total GEB 4333

As may be seen from the table, hydel generation has been much below

the level approved by the Commission. This is because of successive bad
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monsoons leading to under filling of the reservoirs. GEB reported that
apart from aged equipments, the high cost of the fuel LSHS led to
significant reduction in the approved PLF of Dhuvaran. GEB has achieved
higher than the approved levels of PLF in Ukai, Gandhinagar and
Wanakbori. However the PLF achieved in Sikka, KLTPS and Utran are lower
than the levels approved by the Commission. The lower PLF of Thermal
plants and reduced hydel generation, on the average led to a reduction in
the GEB’s net own generation from the level 22137 MUs approved by the
Commission against the actuals of 21106 MUs in FY 2000-01. The
availability factors shown by GEB for the power stations generally exceed
the actual PLF. However, the gap between the achieved availability
factors and the PLFs is not very wide. It is possible that GEB has not been
able to generate power fully according to the availability factor due to
normal seasonal and time variations in demand for electricity. Another
reason for this difference could have been the availability of cheaper
source of power. GEB should undertake studies and make conscious
efforts to achieve higher PLFs in its generation stations. Some of the
objectors have pointed out that GEB should increase its own generation
as that would help in bringing down costs. The Commission directs GEB
to identify and implement R&M programmes for its power plants. GEB
should immediately under take necessary studies for formulating and
implementing the R & M programmes for increasing the PLFs in a time

bound manner.
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GEB has filed station-wise details of generation during FY 2001-
02(actual), FY 2002-03(Provisional) and FY 2003-04(Projected).
Subsequently it filed station-wise details of generation for FY 2002-
03(Actual). GEB’s filing contains station-wise details of gross generation,
auxiliary consumption, net generation, plant load factors and availability
factor. It may be recalled that the details of PLF and availability factor
have been noted earlier. Incidentally, auxiliary consumption is that
portion of the generation, which is utilised internally within the power
station and is therefore not available for injection into system. GEB has
also provided details of station-wise generation costs. The salient
features of the filing made by GEB are discussed in the following

paragraphs.

The macro picture of net generation from GEB’s stations is given in the

following table.

Table 30: Net Generation of GEB

SI.No. | (Figures are 2001-02 2002-03 2002-03 2003-04
in MU) (Audited) | (Provisional) | (Audited) | (Projection)

1 Coal based 19744 19912 19917 20090
station

2 Gas based 742 233 232 0
station

3 Hydel 284 588 582 1088
station
Total 20770 20733 20731 21178

As is evident, the bulk of the GEB’s generation is coal based. As noted

earlier hydel generation is not assured and depends both on the

164



Gujarat Electricity Regulatory Commission

monsoons and on irrigation needs. In other words, even if the reservoirs
have water, it is released not in accordance with the needs of power

generation but based on water requirements for irrigation purposes.

The following table shows station-wise details of projection for FY 2003-

04 of gross generation, auxiliary consumption, net generation and PLF.

Table 31: Station wise details of Gross Generation, auxiliary consumption,

Net generation and PLF - FY 2003-04

Gross | Auxiliary Net
Sl Generatio| Consumpti | Generatio
No| Power stations MW | nin MU on % nin MU |[PLF %
1|Ukai TPS 850 4892 9.30% 4437| 65.32%
2|Gandhinagar TPS 660 3996 10.00% 3596/ 68.93%
3|Wanakbori TPS 1260 9152 9.00% 8328 82.69%
4Sikka TPS 240 1100 10.75% 982| 52.18%
5|Kutch Lignite TPS 215 1087 12.50% 951| 57.56%
6{Dhuvaran CCPP 534 2001 10.25% 1796| 42.78%
7|Ukai Hydro & LBC 305 858 0.05% 858| 32.11%
Kadana & Panam
8[Hydro 242 233 1.3% 230| 11.00%
GEB TOTAL 23319 21178

Thus in all the net generation from GEB’s stations is estimated at 21178
MUs. GEB has indicated a lower level PLF for Ukai and Gandhinagar power
plants compared to FY 2002-03 when they achieved 71.36% and 73.02%
respectively. The PLF of Sikka in FY 2003-04 (52.32%) is marginally lower
than PLF in FY 2002-03 (53.73%). In future, GEB should maintain the PLF
already reached and avoid any down slide. As may be seen from the
above table, the major contribution in generation is from Wanakbori

(8328 MUs), Ukai (4437 MUs) and Gandhinagar (3596MUs). The
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contribution of hydro stations (subject to favourable monsoon) is 1088
MUs. As we shall see later, GEB’s own generation is less than 50% of the
overall energy injected in to the State grid. The auxiliary consumption
levels of the plants are in the range of 9% to 12.5%. The parameters
furnished by GEB show a stable pattern without any readily noticeable
variation. As there has been no capacity addition in GEB owned power
stations and as there have been no major R&M projects for augmenting
plant capacities, the projection of gross and net generation made by GEB
for FY 2003-04 are considered as reasonable and hence Commission
accepts the projection made by GEB. However, the Commission considers
that the GEB should make a purpose-wise break-up of auxiliary
consumption levels in each power station, compare such component-
wise uses with best practices of other power stations and try to reduce

their levels wherever possible.

7.2 Projection of fuel requirements and costs

GEB used standard parameters and methodologies for estimating the
needed fuel (based on generation targets) and the associated costs. The
parameters used by the GEB are Station Heat Rate (SHR) measured in
Kcal/kWh, gross calorific value (GCV) of coal measured in Kcal/Kg,
auxiliary consumption (that portion of gross generation used up within
the power station), specific consumption of coal (Kg/kWh) and oil
(MI/kWh), the needed quantities of coal and oil (arrived on the basis of

the above parameters and the generation targets) and the delivered cost
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of coal and oil. The gross calorific value of coal reflects the heat value
per unit of coal and also indicates its quality. A higher grade of coal will
contain higher heat value and lower ash content. Station Heat Rate (SHR)
indicates the efficiency with which heat value is converted to electrical
energy. Coal based stations also need oil support. Specific consumption
of coal (i.e. quality of coal used for generating one unit of energy)
depends on calorific value of coal, supplementary calorific value of oil
and SHR. Such standard operating technical parameters are prescribed
(based on empirical data) by CEA and (more recently) by CERC. While
determining the costs of generation, the Commission has inter alia been
guided by such norms and the historical performance of the GEB plants.
GEB in its filing has provided station-wise details of these parameters and

the costs of the generation.

The salient features of the fuel requirements and costs are noted below.
The following table shows the total generation cost during FY 2001-02,

FY 2002-03 and FY 2003-04(projected).

Table 32: Total Generation Cost

Fuel Related Costs 2001-02 2002-03 2002-03 2003-04
in Rs.Crores. (Audited) | (Provisional) | (Audited) | (Projection)
Coal & lignite 2662.02 2719 2719 2674.55
Oil 328.27 365 395 466.98
Gas 66.64 19 29 0
Sub Total 3056.93 3103 3104 3141.53
Operating expenses 25.09 30 30 29.93
Grand total 3082.02 3134 3134 3171.46
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It may be noted that the total generation costs of GEB have moved within
a narrow band. This partly reflects the fact that there has been no

significant change in the level of generation.

Before considering the estimated cost for other generating stations, it is
necessary to consider other relevant aspects relating to coal
consumption. As noted earlier, the coal for GEB’s power stations is
received from collieries at far off locations. Thus the average distance

from coal fields for various stations is as follows:

e Ukai 1150 km;

e Wanakbori 1356 km;

e Gandhinagar 1480 km, and
o Sikka 1660 km.

As a result, the haulage costs of coal are almost as high as the cost of
coal itself. Earlier, GEB was getting coal with low calorific value. The
design gross calorific value (GCV) is 4509 Kcal/Kg in Ukai, 4375 Kcal/Kg
in Wanakbori, 4420 Kcal/Kg in Gandhinagar and 4100 Kcal/Kg in Sikka.
As against these values, the average calorific value of coal received in
1999-2000 was 2612 Kcal/Kg in Ukai, 3207 Kcal/Kg at Wanakbori, 3207
Kcal/Kg at Gandhinagar and 4100 Kcal/Kg at Sikka. The coal linkages to
the power stations (collieries/quantity) are determined by a Standing
Committee in the Union Ministry of Coal. The prices of coal and other

commercial terms are decided by the Central PSUs in the coal industry.
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Efforts have been made by GEB to secure better quality coal to increase

the GCV and reduce its ash content.

The following table shows the gross calorific value (Kcal/Kg) and the ash

content percentage of coal being used from different sources.

Table 33: Gross Calorific Value and Ash Content

SECC- SECL- SCCL | WCL | WC | Imported
ML KR
GCV 3400 4300 5300 | 4200 | 4250 | 6500
(Kcal/Kg)
Ash 40 30 30 30 32 13
Contents
(%)

The indigenous coal is sourced by GEB from the following coal fields:

e SECC ML - South Eastern Coal Fields Limited Main Line
e SECC KR- South Eastern Coal Fields Limited Korba-Rewa

e SCCL- Singareni Collieries

e WCL- Western Coal Field Limited

e WC- Washed Coal.

e Import: Imported Coal

cost minimisation can be achieved by

For coal-based generation,

minimising the cost of coal per 1000 Kcal. In other words, the parameters
to be minimised are not the cost of coal per MT but the cost of energy
measured in Million Kcal (MKcal) or 1000 Kcal. The delivered cost of coal

consists mainly of two parts

e cost of coal and
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e cost of transportation.

Minimising the cost of transportation and sourcing coal with higher
calorific value can bring down the cost. As we saw earlier, coal linkages
still largely determine the cost of coal by GEB. GEB has constituted an
Expert Study Group to devise means for sourcing coal to minimise the

cost.

GEB has taken two courses of action for reducing coal cost. One was
importing coal and the other was tying up for of better quality coal from
indigenous sources. GEB uses about 15 million MT Indigenous coal per
annum for generation of power at its generating stations. In addition,
about 1 million MT of imported coal is also being used per year. The
linkage of Indigenous coal allocated for the FY 2003-04, the GCV
(Average) in Kcal/Kg and the Ash Content (%) of different grades of coal
and thermal power station wise weighted average values are shown for

the respective quantities purchased in the following table below:

Table 34: Details of Coal Linkage of Indigenous coal, Gross Calorific

Value and Ash Content of coal

Coal SECL - [SECL -| SCCL | WCL WC |Imported
ML KR Coal

GCV/(Average) 3400 4300 5300 4200 4250 6500

Ash Content% 40% 30% 30% 30% 32% 13%

Power Station Quantity (in ‘000 MT) Total GCvV Ash
(‘000MT)|(Kcal/Kg)| Content
Ukai 1305 540 0 480 1485 0 3810 3960 34%
Gandhinagar 2460 600 0 0 0 960, 4020 4275 32%
\Wanakbori 4215 2550 810 0 570 0 8145 3930 35%
Sikka 0 750 0 0 0 0 750 4300 30%
Total 7980 4440 810 480 2055 960 16725 4036 34%
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Since FY 2003-04, GEB is importing coal only for use in Gandhinagar
where environmental concerns made it imperative to do so. GEB furnished
the following details about the relative cost of different categories of coal

at Ukai, Gandhinagar, Wanakbori and Sikka.

Table 35: Details of Coal Cost

TPS Cost of Coal (Rs./ 1000 Kcal)
Main Line | Washed Coal | Imported
Coal Coal
Ukai 0.458 0.419 0.482
Gandhinagar 0.531 0.480 0.510
Wanakbori 0.519 0.465 0.521
Sikka 0.581 0.518 0.477

GEB has been making efforts in the last few years to procure coal with a
higher heat value. The average GCV of the coal procured by GEB was
3626 Kcal/Kg in 1999-2000, 3715 Kcal/Kg in 2000-01, 4126 Kcal/Kg in
2001-02 and 4080 Kcal/Kg in FY 2002-03. The following table shows
the tie up of coal for Ukai, Gandhinagar, Wanakbori and Sikka during FY
2003-04.

Table 36: Tie up of Coal of Power Stations of GEB with Coal fields— FY 2003-04

TPS ML KR SCCL WCL Washed Coal | Total
Qty. % Qty. % Qty. | % Qty. % Qty. % Qty.
Ukai 1305 | 34% 540 14% 0| 0% | 480 | 13% | 1485 | 39% | 3810
G’nagar | 2460 | 80% 600 20% 0| 0% 0 0% 0| 0% | 3060
W’bori 4215 | 52% | 2550 31% 810 | 10% 0 0% 570 7% | 8145
Sikka 0 0% 750 | 100% 0| 0% 0 0% 0| 0% 750
Total 7980 | 51% | 4440 28% 810 | 5% 480 3% | 2055 | 13% | 15765

(Qty. in ‘000 MT)
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It may thus be seen that GEB has achieved significant linkages for better
qguality coal. With this tie up the average GCV of coal used in the power
stations has become 4036 Kcal/Kg with ash content of 34%. The
Commission directs GEB to continue with its efforts for optimising the
coal mix from different sources (including imports) to minimise the fuel
cost. GEB should also work out a programme for each station, which
would involve bench marking the fuel cost with the best performing

similarly placed power plants with similar configurations.

7.2.1 Ukai TPS

GEB has projected the needed coal quantity for Ukai at 33.06 lakh MT in
FY 2003-04 based on GCV of 3833 Kcal/Kg, SHR of 2590 Kcal/kWh and
specific coal consumption of 0.68 Kg/kWh. The quantity of oil is
projected at 4598 KL based on specific consumption of 0.94 MI/kWh.
Based on these quantities of coal and oil, the total cost for FY 2003-04 is

estimated at Rs. 604.55 Crores.

These estimates reveal that generation in FY 2003-04 is projected to be
lower as the PLF shows a decline to 65.32% from 71.36% in FY 2002-03.
The SHR has improved from 2608 Kcal/kWh in FY 2001-02 to 2590
Kcal/kWh in FY 2003-04 and specific coal consumption declined over the
same period from 0.72 MI/kWh to 0.68 MI/kWh. This appears to have
been brought about by higher calorific value of coal, which increased
from 3637 Kcal/Kg in 2001-02 to 3833 Kcal/Kg in FY 2003-04. The

higher calorific value of coal is due to blending with better quality coal
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through import (in earlier years and tie up with better quality indigenous
sources more recently). There is further scope for improvement and

optimisation of generation from Ukai Thermal Power Station.

7.2.2 Gandhinagar TPS

The total coal requirement for Gandhinagar station for FY 2003-04 is
estimated at 24.38 lakh MT based on GCV of 4106 kcal/Kg, SHR of 2511
Kcal/kWh and specific coal consumption of 0.61 Kg/kWh. Based on the
above assumptions, the fuel cost is estimated to Rs. 537.55 crores. The
projected quantities include imported coal of nearly 6.23 lakh MT with

higher calorific value and low ash content.

It is noticed that the net generation in Gandhinagar is estimated to be
3596MU in FY 2003 -04 which is lower than the net generation in FY
2002-03 when it was 3794 MU and hence the PLF will be lower at 68.93%
in 2003-04 compared to 73.02 % in FY 2002-03. The oil requirement for
Gandhinagar in FY 2003-04 is estimated at 3956 KL at a specific oil
consumption of 0.99 MI/kWh. There has been an increase in GCV from
4023 Kcal/Kg in FY 2002-03 to 4106 Kcal/Kg in FY 2003-04 and the
specific coal consumption declined from 0.65 Kg/kWh to 0.61 Kg/kWh.
GEB should further improve and optimise generation from Gandhinagar

Thermal Power Station.
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7.2.3 Wanakbori TPS

As noted earlier, Wanakbori contributes the highest generation among
the GEB’s own stations. During FY 2003-04 the total coal requirement is
estimated at 62.28 lakh MT based on GCV of 3770 Kcal/Kg, SHR of 2472
Kcal/kWh and specific consumption of 0.68 Kg/kWh. The oil quantity
needed is estimated at 5308 KL based on specific consumption of 0.58
MI/kWh. The net generation in FY 2003-04 is projected at 8328MU,
which is higher than in FY 2002-03 when it was 8152MU. Based on the
above assumptions the fuel cost is estimated to be Rs. 1281.42 crores for

FY 2003-04.

7.2.4 Sikka TPS

The total coal consumption in Sikka during FY 2003-04 is estimated at
7.01 lakh MT based on GCV of 4274 Kcal/Kg, SHR of 2724 Kcal/kWh and
specific coal consumption of 0.64 Kg/kWh. The oil requirement is placed
at 1584 KL with a specific oil consumption of 1.44 MIl/kWh. Based on
these assumptions, the fuel cost is estimated to be Rs. 177.15 crores for

FY 2003-04.

7.2.5 Kutch Lignite TPS

The likely lignite consumption at KLTPS is estimated at nearly 12.97 lakh
MT based on a GCV of 3070 Kcal/Kg and SHR of 3662 Kcal/kWh, and
specific fuel consumption of 1.19 Kg/kWh. The quantity of oil is

estimated at 4000 KL based on a specific consumption of 3.68 MI/kWh.
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On these assumptions the fuel cost is estimated at Rs.73.88 crores

during FY 2003-04.

The figures furnished by GEB for KLTPS reveal, an increase of SHR from
3250 Kcal/kWh in 2001-02 to 3662 Kcal/kWh in FY 2003-04 and
corresponding increase of specific consumption from 1.13 to 1.19
although the calorific value of lignite is shown as 3030 Kcal/Kg in FY
2003-04 compared to 2842 Kcal/Kg in 2001-02. GEB is directed to
thoroughly scrutinise these aspects and achieve operating norms

applicable to similarly placed stations with similar configurations.

7.2.6 Dhuvaran

As noted earlier, Dhuvaran uses LSHS as the fuel. It also has a small
component of 27 MW of gas-based generation. Dhuvaran’s PLF declined
from 39.18 % in 2001 -02 to 29.36% in FY 2002-03 and is projected at
42.78% in FY 2003-04. A total consumption of 6.44 Lakh KL of LSHS is
estimated in FY 2003-04 based on GCV (Kcal/L) of 10308 and specific
consumption (MI/kWh) of 322. Besides being an aged plant with a high
SHR of 3662 Kcal/kWh, it faced problems also because of higher fuel
cost. GEB was receiving LSHS earlier at lower prices but after the
dismantling of the Administered Price Mechanism in the oil sector, 10C
demanded a price based on import parity of LSHS. Finally, GEB and IOC
adopted a price with 22% discount from market price since October 2001.
However, because of the increase in LSHS price, even this price proved

uneconomical. GEB later secured a price discount of 31.20% on LSHS
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prices. As oil prices are going up substantially in the international
market LSHS based generation may not be viable. However, the
Commission expects GEB to decide on the level of generation based on
the availability of supplies at an economical rate. Based on the discount
and State Government exemption form sales tax GEB, has estimated an

oil cost of Rs. 466.98 crores for Dhuvaran during FY 2003-04.

7.2.7 Own Generation Cost Summary

Apart from the fuel cost, which includes transportation of cost of fuel,
which has been estimated at Rs 3141.53 Crores for FY 2003-04, GEB also
incurs other associated fuel related costs. Such associated fuel related
costs such as handling charges, siding charges etc are projected at Rs.

29.93 crores during FY 2003-04.

Details of GEB’s estimate of generation cost in the FY 2003-04 and that

approved by the Commission is given below:

Table 37: Generation cost; proposed & approved

Sl Proposed by |Approved by
No Particulars Petitioner | Commission
1/Coal & Lignite Cost 2674.55 2674.55
2|Qil Cost 466.98 466.98
3|Gas Cost 0.00 0.00
Operating Expenses (associated fuel
5S|related costs expenses) 29.93 29.93
GEB TOTAL (Rs.Crores.) 3171.46 3171.46

The Commission directs GEB to make efforts for the improvement in the

operating norms of its thermal power stations. In the ensuing years the
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Commission would benchmark the performance of the GEB owned
thermal stations using the CERC prescribed norms, after giving due
regard to the vintage and the quality of fuel being used. Station wise
indicative figures in respect of Availability, Gross generation, Auxiliary
consumption and coal / fuel requirement (at the present level of specific

fuel consumption) are given at ANNEXURE - 13. GEB is directed to achieve

these gross targets of thermal generation totalling to 22948.572 MUs for
2004-05 (against current year estimate of 22228 MUs) with the CERC
norms for station heat rates (SHRs) specified for such power stations.

This will help in reducing the fuel consumptions at these TPSs.

7.3 Power Purchase Expenses

Petitioner’s submission

7.3.1 Purchases from Central Generating Stations

GEB purchases power from National Thermal Power Corporation (NTPC)
stations based on its allocated share. It is also purchasing power,
whenever available from NTPC stations located in Eastern Region and
Northern Region. The power purchase from the older NTPC stations is

clearly a cheaper alternative.

The following table shows GEB’s power purchases from NTPC stations in

FY 2001-02, FY 2002-03 and FY 2003-04.
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Table 38: GEB’s Power Purchase from NTPC

SI. | Name of Thermal 2001-02 2002-03 2003-04
No. | Power Station (Audited)| (Audited)|(Projection)
1 Korba 4125 3242 2597
2 Vindhyachal | 2329 1902 1613
3 Vindhyachal 11 1572 2232 1649
4 Kawas 1570 1021 102
5 Gandhar 973 1213 1343
6 NTPC —ER 351 324 324
7 NTPC — NR 113 211 211
8 Ul Energy - 33 -

Total in MU 11033 10178 7839

It may be noted that the power purchase (MUs) from NTPCs stations is
projected to decline from 11033 in 2001-02 to 7839 MUs in FY 2003-04.
Although CGSs provide relatively cheap power, power purchase is
projected to decline to keep within Gujarat’s allocated share. This has
become especially necessary in view of the implementation of Availability
Based Tariff (ABT) introduced by the Central Electricity Regulatory
Commission (CERC) from April 1, 2003. Before the introduction of ABT,
the SEBs often tended to over draw power from the regional grid over and

above their entitlement.

Before the introduction of ABT, the States were not charged for fixed
expenses of a station (based on their share) if they did not draw
commensurate power. Further, the SEBs paid for fixed cost at normal
rate even if they utilised power in excess of their share. Electricity
consumption is not uniform during a day but has a peak period (usually

between 7 AM to 11 AM and 6 PM to 10 PM) and off peak period (usually
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between 10 PM to 7 AM). As a result, the regional grid was being over
stretched at peak period leading to low frequency and consequent
outages. In case the frequency (which should ideally be at 50 cycles per
second and is the same all over the regional grid) drops down, devices
like under frequency relays become operative and cut off power to pre-
designed feeders so as to reduce the connected load and push up the
frequency. However, at times the SEBs were not even operating the under
frequency relays and causing cascade tripping and grid collapse. To get
over this problem, under ABT, those State Utilities which over-draw
power at times when frequency is low are severely penalised. Any State
Utility drawing power in excess of its entitlement when grid frequency is
low is charged at a very steep rate, which is known as Unscheduled
Interconnection (Ul) Charge. Because of this system, the tendency to over
draw from the grid has come down and the State Utilities are maintaining
grid discipline drawing power limited to their allotted shares. As a
consequence, in order to prevent the Ul charges owing to the
introduction of ABT, energy procurement from central stations in FY

2003-04 has been lowered compared to the actual drawl in FY 2002-03.

GEB has also accordingly reduced its projection for drawl from central
generating stations. The following table shows the allocation of power to

Gujarat from NTPC’s power stations.
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Table 39: Allocation of Power to Gujarat from NTPC’s Power Stations

Sl. | Name of the Station State of | Total Share of | Share as
No. Location Installed | Gujarat | %age of
Capacity | MW total
MW
1 Korba STPS Chhattisgarh 2100 360 | 17.14%
2 Vindhyachal STPS- | Chhattisgarh 1200 230 | 19.16%
3 | Vindhyachal STPS— 1l | Chhattisgarh 1000 239 | 23.90%
4 Kawas GPS Gujarat 648 234 | 36.11%
5 Gandhar GPS Gujarat 645 184 | 28.52%
Total 5593 1247 | 22.29%

The following table provides details of the fixed cost of power purchase

from NTPC stations.

Table 40: Fixed Cost details of Power Purchase from NTPC

2001-02 (Audited) | 2002-03 (Audited) 2003-04
(Projected)

SI. [Name of the| Fixed Fixed Fixed Fixed Fixed Fixed

No. | Station Cost | Costper| Cost | Costper| Cost | Costper
(Rs. unit (Rs) (Rs. unit (Rs) | (Rs. | unit (Rs)

Crore) Crore) Crore)
1 |Korba STPS 181.09 0.44| 121.55 0.37 96 0.37

2 |Vindnyachal 137.35|  059| 10352|  054| 93| 057

STPS-1
3 |Vindhyachal
STPS || 170.35 1.08| 166.38 0.74 121 0.73
4 |Kawas GPS 101.05 0.64| 12331 1.21 101
5 |Gandhar GPS 189.94 1.95| 242.20 1.99 239 1.78
6 NTPC-ER 6.75 0.19 6.53 0.20 7 0.20
7 |NTPC-NR 3.97 0.35 6.70 0.32 6 0.30
Total 790.50 0.72| 770.19 0.75 663 0.85

It may be observed that the fixed cost per unit that was Rs.0.72 in FY
2001-02 and Rs.0.75 in FY 2002-03 has increased to Rs. 0.85 in FY
2003-04. Korba STPS and Vindhyachal STPS are pithead based power

stations. Their fixed costs are low both because of low MW capital cost

180



Gujarat Electricity Regulatory Commission

and because the plants are old. However Kawas and Gandhar are of more

recent vintage with higher capital costs.

The variable costs of power purchase from NTPC’s stations are

highlighted in the following table.

Table 41: Variable Cost details of Power Purchase from NTPC

SI. | Plants 2001-02 2002-03 2003-04
No (Audited) (Audited) (Projected)
' Rs. Rs/kWh |Rs. Rs/kWh |Rs. Rs/kWh
Crore Crore Crore

1 Korba STPS 177.53 0.43| 148.20 0.46 126 0.49
2 Vindhyachal

STPS—yI 172.41 0.74| 138.48 0.73 129 0.80
3 Vindhyachal

STPS—yII 109.65 0.70| 137.87 0.62 105 0.64
4 Kawas GPS 244.22 1.56| 254.92 2.50 26 2.58
5 Gandhar GPS 105.73 1.09| 119.71 0.99 153 1.14
6 NTPC-ER 62.46 1.78| 57.78 1.78 60 1.83
7 NTPC-NR 7.11 0.63| 14.50 0.69 15 0.71
8 Ul - -1 (26.18) (7.94) - -

Total 879.11 0.80| 845.28 0.83 614 0.78

For FY 2003-04, the fixed cost per unit is Rs. 0.85 and the variable cost
is Rs. 0.78 adding to a total cost per unit of Rs. 1.63. The variable cost in
Korba and Vindyachal is low mainly due to pithead location. The variable
costs of Gandhar and Kawas are high because of inadequate gas supply.
Both these stations are not getting their initially allocated gas supplies.
As they use Naphtha as fuel, their generation cost is very high, as

Naphtha prices have increased in recent years.

CERC determines the tariffs for NTPC’s stations. The tariff also includes a

component for fuel cost adjustment. Further after the introduction of
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ABT each beneficiary State has to bear proportionate fixed cost share
even if its drawals are lower than its entitlement. Under the merit order,

NTPC’s stations are ranked high because of their low tariff.

Besides NTPC, GEB also sources power from the Nuclear Power Stations
belonging to Nuclear Power Corporation (NPC) at Tarapur and
Kakarapara. The power purchases for FY 2001-02, FY 2002-03 and FY
2003-04 from NPC atomic power stations are shown in the following

table.

Table 42: GEB’s Power Purchase from NPC

Name of the Atomic Power 2001-02 2002-03 2003-04
Station (Audited)| (Audited)| (Projection)

1 | Tarapur APS 1138 1158 1158
2 | Kakrapar APS 871 1005 1005
Total in MU 2010 2163 2163

GEB has assumed the quantity available for the FY 2003-04 as at the level
of FY 2002-03. The cost of power purchase from NPC stations is based
on a single part tariff, which is decided by the Department of Atomic
Energy. The cost of power purchased from NPC stations is shown in the

following table.

Table 43: Cost of Power Purchased from NPC

2001-02 (Audited) | 2002-03 (Audited) | 2003-04 (Projected)

Rs. Rs/kWh Rs. Rs/kWh [Rs. Crore| Rs/kWh
Crore Crore
Tarapur 104.68 0.92| 113.28 0.98 109.69 0.95
Kakrapar 239.86 2.75| 287.31 2.86 291.03 2.89
Total 344.55 1.72| 400.60 1.85 400.71 1.85
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During the FY 2003-04 total power purchases from central sector

generating stations is estimated at 10002 MUs with a total cost of nearly

Rs.1677.7 Crores and an average per unit cost of Rs. 1.68. Details of

GEB’s estimate of power purchase cost from CGS in the FY 2003-04 is

given

below:

Table 44: Power Purchase cost from Central Sector - FY 2003-04

Power Fixed Variable Total Cost per
Sr.No. Station Purchasein | Expensesin | Expensesin | Expensesin Unitin
MU Rs.Crores. Rs.Crores. Rs.Crores. Rs/U
(Projection) | (Projection) | (Projection) | (Projection) |(Projection)
1 |NTPC-Korba 2,597 96.0 126.0 222.0 0.85
2 |NTPC-Vindyachal | 1,613 93.0 129.0 222.0 1.38
3 |NTPC-Vindyachal Il 1,649 121.0 105.0 226.0 1.37
4 [NTPC-Kawas 102 101.0 26.0 127.0 12.45
5 |NTPC-Gandhar 1,343 239.0 153.0 392.0 2.92
6 |NTPC-ER 324 7.0 60.0 67.0 2.07
7 INTPC-NR 211 6.0 15.0 21.0 1.00
8 |UI - - -

NTPC-Total 7,839 663.0 614.0 1277.0 1.63
1 |NPC-Tarapur APS 1,158 109.7 109.7 0.95
2  |INPC-Kakrapara APS 1,005 291.0 291.0 2.90
NPC-Total 2,163 400.7 400.7 1.85
CGS-Total 10,002.00 663.0 1014.7 1677.7 1.68

7.3.2 Purchases from IPPs:

The following table shows the capacity available from IPPs or Independent

Power Producers.

Table 45: Capacity Available with IPPs

Power Plant Capacity / Allocation % AUX.
(MW) Cons.
1 |GPEC - Paguthan 655 2.9
2 |EPoL — Hazira 300 2.8
3 |GSECL- Gandhinagar 210 8.5
4 |GSECL - Wanakbori 210 8.5
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5 |GIPCL - Vadodara 160 2.9

6 |GIPCL - SLPP 250 10.0

7 |GSEGL - Mora 156 2.9

8 |GSECL - Utran 135 4.5

9 |GSEGL - Dhuvaran 107 2.9
Total 2183

The power purchases from IPPs during FY 2001-02, FY 2002-03 and FY

2003 -04 are shown in the following table.

Table 46: Power Purchase from IPPs

2001-02| 2002-03 2003-04

Power Plant (Audited)| (Audited)|(Projection)

1 |GPEC - Paguthan 709 1515 3317
2 |EPoL — Hazira 770 1240 2234
3 |GSECL- Gandhinagar 1441 1556 1153
4 |GSECL - Wanakbori 1572 1662 1153
5 |GIPCL - Baroda 582 968 1191
6 |GIPCL - SLPP 1288 1421 1350
7 |GSEGL - Mora 198 1064 996
8 |GSECL - Utran 0 654 904
9 |GSEGL - Dhuvaran 0 0 159
Total in MU 6560 10081 12457

It may be noted that the power purchases from GPEC and EPolL are
expected to go up in FY 2003-04 compared to the previous two years.
The power purchase from GSECL stations at Gandhinagar and Wanakbori
is estimated to decline in FY 2003-04 as compared to the level of FY
2003-03. In FY 2001-02 and FY 2002-03, GEB could not afford to buy
high cost Naphtha based generation from GPEC and EPoL (except to a
limited extent to meet contingencies). Since then GPEC has tied up with

Cairn Energy Limited for supply of natural gas from their recently

184



Gujarat Electricity Regulatory Commission

discovered offshore fields and EPoL has also been able to tie up some gas
supply leading to possibility of lowering the cost of generation. GSEGL
Mora and GSEGL Utran have tied up natural gas supply from Gujarat State
Petroleum Corporation. Accordingly higher generation in FY 2003-04 is
available from these two stations compared to 2001-02. Station wise

details are given at ANNEXURE - 14.

The following table shows the fixed cost for power purchase from IPPs.

Table 47: Fixed Cost for Power Purchase from IPPs

2001-02 2002-03 2003-04
Power Plant (Audited) | (Audited) |(Projection)
Rs in Crores

1|GPEC - Paguthan 593.66 543.70 456.68
2 [EPoL — Hazira 265.70 239.20 221.81
3 |GSECL- Gandhinagar 154.55 134.59 117.22
4 |GSECL - Wanakbori 169.31 143.75 126.37
5 [GIPCL - Baroda 61.31 78.42 75.75
6 |GIPCL - SLPP 261.53 246.25 222.76
7 |GSEGL - Mora 26.12 171.90 113.49
8 |GSECL - Utran - 20.98 22.28
9 |GSEGL - Dhuvaran 21.49
Total in Rs. Crores 1,532.18 1,578.79| 1,377.85

The fixed cost includes financing charges such as interest, depreciation,
rate of return, incentives and operating cost related to O&M, general
administration, repairs and maintenance. The fixed costs are based on
power purchase agreements (PPA) between GEB and the concerned IPPs.
The terms and conditions of PPAs are generally based on the notifications

issued by the Ministry of Power in 1991 when generation was opened to
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private sector. After the enactment of the ERC Act, the CERC has laid
down the terms and conditions for determination of power generation
tariff. In the process some of the earlier financial and operational norms
governing tariff for power generation by IPPs have been changed. In the
last tariff order on October 10, 2000 the Commission gave the following

directives.

“The Commission is of the view that by passage of time, it is likely a
qualitative change in the environment for the participation of private
sector in the power projects and GEB must make requisite efforts in
consultation with and in co-operation of the IPPs to review the
existing arrangement with a view to bring down the cost of power
purchase and its is accordingly directed. It is further directed
pending the promulgation of the regulations relating to power
purchase, the utility or GEB should not enter into any agreement for
the purchase of the power without the prior consent and approval of

the Commission.”

In the light of the above directives, GEB entered into negotiations with
IPPs and reached agreement leading to an annual reduction in fixed cost
of Rs. 495.40 Crores. Besides, the IPPs have tied up additional supply of
3.80 Million Cubic Meters of gas per day sufficient for approximate
generation capacity of 718 MW. Besides contracts were finalised for
purchase of Liquefied Natural Gas (LNG) for power generation. Further,

the base price of gas being purchased from GSPC (applicable to GSPC
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share) has also been reduced. From March 1, 2003 surcharge of 10% on

sales tax on gas was removed. GEB has reported that these measures will

reduce the cost of gas for IPPs by Rs. 118 crores per annum.

The variable cost from IPPs for the years FY 2001-02, FY 2002-03 and FY

2003-04 is highlighted in the following table.

Table 48: Variable cost of power purchase from IPPs

2001-02 2002-03 2003-04
(Audited) (Audited) (Projection)

Variable | Variable | Variable | Variable | Variable | Variable

Power Plant Cost (Rs. | Costper | Cost(Rs. | Costper | Cost(Rs. | Cost per

Crore) unit (Rs) Crore) unit (Rs) Crore) unit (Rs)
llepPEC - Paguthan 201.00 2.75 303.18 1.99 562.99 2.10°
2 EpoL — Hazira 180.00 2.40 277.29 2.24 492.93 2.35'
3|GSECL- Gandhinagar 190.92 1.27 203.59 1.31 155.54 1.35
4 |5SECL — Wanakbori 211.98 1.33 219.34 1.35 159.79 1.39
S|GIPCL — Baroda 72.00 1.02 173.02 1.78 213.49 1.88
6 |cIPCL — SLPP 133.24 0.96 137.01 0.98 136.65 1.01
7 |GSEGL — Mora 51.10 2.45 148.80 1.39 160.07 1.47
8|GSECL — Utran - - 74.06 1.13 107.39 1.19
9 |GSEGL — Dhuvaran 20.71 1.30
Total 1,040.24 1.59| 1,536.29 1.52 2009.56 1.61

As discussed earlier, IPPs have arranged for procurement of additional

supply of natural gas and LNG. The average variable cost, which was

Rs.1.52 in 2002-03, has increased to Rs.1.61 in FY 2003-04. GEB has

considered a 3-5% escalation factor for fuel cost projection. The total

cost for power purchase from IPPs is highlighted in the following table.

Table 49: Total cost of power purchase from IPPs

® On data validation, this figure was found to be Rs. 1.70

" On data validation, this figure was found to be Rs. 2.21
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2001-02 2002-03 2003-04
(Audited) (Audited) (Projection)

Total Cost| Total Cost [Total Costf Total |[Total Cost] Total

Power Plant (Rs. per unit (Rs. Cost per (Rs. Cost per

Crore) (Rs) Crore) |unit(Rs)| Crore) [unit(Rs)
1 |GPEC — Paguthan 794.66 11.21 846.89 5.59 1,019.67 3.07
2 |[EpoL — Hazira 445.70 5.79 516.49 4,17 714.74 3.20
3 |GSECL- Gandhinagar 345.47 2.40 338.16 2.17 272.76 2.37
4 |GSECL — Wanakbori 381.29 2.43 363.09 2.18 286.16 2.48
S |GIPCL — Baroda 133.31 2.29 251.43 2.60 289.23 2.43
6 |GIPCL — SLPP 394.77 3.06 383.27 2.70 359.41 2.66
7 |GSEGL — Mora 77.22 3.90 320.70 3.01 273.57 2.75
8 |GSECL — Utran - - 95.03 1.45 129.67 1.44
9 |GSEGL — Dhuvaran 42.19 2.65
Total 2572.42 3.92 3115.06 3.09 3387.41 2.72

The total cost per unit, which was Rs. 3.92 in FY 2001-02 declined to

Rs.3.09 in FY 2002-03 and then to Rs. 2.72 in FY 2003-04. 1In a

significant way, these per unit costs of power purchase are not
comparable. The unit cost of power purchases shown in FY 2001-02 and
FY 2002-03 for GPEC and EPoL were higher. This is due to lower levels of
power purchase in these two years, because of which the fixed cost was
distributed over a smaller number of units. This situation came about
due to abnormal increase in the price of Naphtha, as a result of which
EPoL faced an increase from Rs. 8749 per MT on April 1, 1997 to Rs
14634 per MT on April 1, 2001; for GPEC the rate increased from
Rs.10,443 per MT on May 1, 1998 to Rs. 21288 per MT on April 1, 2001.
As a result, the variable cost per unit shot up to Rs. 2.74 per kWh on April
1, 2001 for EPoL and Rs. 3.78 per kWh for GPEC. After the Commission’s
tariff order of October 10, 2000, GEB stopped purchasing electricity from

Naphtha based generating units because of higher costs. With the tying
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up of gas supply by IPPs and renegotiations of the terms & conditions of

the PPA, the power purchase cost from IPPs has significantly reduced.

From GEB’s submissions, it is not clear whether the saving because of
negotiations and tie up of gas supplies have been factored into cost of
power purchase. GEB is directed to clearly spell out for each IPP the fixed
and variable costs based on changes in PPAs, tie up of new gas supplies,
and accordingly work out the costs of power purchase from such sources
in FY 2003-04. A statement indicating the position clearly for each IPP
should be filed within a period of 3 (three) months from the date of this

order.

Details of GEB’s estimate of power purchase cost from IPPs in the FY

2003-04 are given below:

Table 50: Estimated total cost of power purchase from IPPs (FY 2003-04)

Power Fixed Variable Total

Sr Purchase in Expenses in | Expenses in | Expenses in Cost per
Station PLF % Unit in Rs/U
No MU Rs.Crores. | Rs.Crores. | Rs.Crores. (Projection)

(Projection) (Projection) | (Projection) | (Projection) J

1 |GPEC - Paguthan 3317|59.54% 456.68 562.99 1019.67 3.07
2 |EpoL — Hazira 2234 87.46% 221.81 492.93 714.74 3.20
3 |GSECL- Gandhinagar 1153| 68.50% 117.22 155.54 272.76 2.37
4 |GSECL - Wanakbori 1153] 68.50% 126.37 159.79 286.16 2.48
5 |GIPCL - Baroda 1191)87.51% 75.75 213.49 289.24 2.43
6 |GIPCL - SLPP 1350| 68.49% 222.76 136.65 359.41 2.66
7 |GSEGL - Mora 996| 75.06% 113.49 160.07 273.56 2.75
8 |GSECL - Utran 904| 80.04% 22.28 107.39 129.67 1.43
9 |GSEGL - Dhuvaran 159(17.47% 21.49 20.71 42.20 2.65
Total 12457 1377.85 2009.56 3387.41 2.72
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7.3.3 Purchases from other sources

GEB also makes power purchases from other sources such as Power

Trading Corporation, Wind Energy Producers, Ahmedabad Electricity

Company and other State Boards. These purchases are not based on any

long-term contract, but are purely dependent on availability from time to

time. The average cost, which was Rs.2.22 in 2003-03, has increased to

Rs.2.43 in FY 2003-04. The total cost for power purchase from other

sources is shown in the following table.

Table 51: Total cost of power purchase from Other Sources

Sr No Station FY 2001-02 FY 20_02-03 FY 2_003-04
Actual Audited Projected
Total Cost Total Cost| Total Cost
Total Cost| per unit [Total Cost| per unit [Total Cost| per unit
(Rs. Cr.) (Rs) (Rs. Cr.) (Rs) (Rs. Cr.) (Rs)

1 [|PTC 59.40 2.50 74.46 2.44 76.70 2.51

2 |CPP 31.51 2.39 115.98 2.29 119.46 2.36

3 |Wind 10.09 1.75 3.87 - 15.28 1.75

4 |AEC 3.47 3.16 3.65 2.75 3.76 2.83

5 |CSEB 110.35 2.60 146.55 2.38 165.56 2.69
6 |MSEB 2.85 1.78 0 -

7 |GIPCL (145MW) 39.03 1.85 46.08 1.56 47 .46 1.60
8 |Other 1.56 1.63

Total 256.70 2.45 392.15 2.22|  428.23 2.43

Details of GEB’s estimate of power purchase cost from Other Sources in

the FY 2003-04 are given below:
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Table 52: Estimated power purchase cost from Other Sources (FY 2003-

04)
sr _ Powe_r Purchase T_otal Expenses | Cost per Unit in
No Station in ML.J in Rs:Cr(_Jres. Rs/U_
(Projection) (Projection) (Projection)
1 |PTC 305 76.70 2.51
2 |CPP 507 119.46 2.36
3 (Wind 25 15.28 1.75
4 |AEC 13 3.76 2.83
5 |CSEB 616 165.56 2.69
6 [GIPCL (145 MW) 296 47.46 1.60
Total 1762.00 428.22 2.43

7.3.4 Wheeling Charges to PGCIL

GEB is also required to pay the Powergrid Corporation of India Limited
(PGCIL) for the usage of transmission network for evacuation of its quota
of power from CGS for meeting the requirements of the state and for
trading purposes. GEB’s estimate of wheeling charges payable to PGCIL in

the FY 2003-04 is Rs 129 Crores.

7.3.5 Summary of Power Purchase for FY 2003-04

GEB has indicated that it would be purchasing 24,223 MU apart from
generating power from its own plants to service sales of 34,683 MU in
the State of Gujarat. The projected cost for this power purchase is Rs.
5622 Crores, which includes the cost of GPEC plants, GSECL plants, GIPCL
plants, GSEG plants, CGS plants, IPPs, other sources and transmission

charges to PGCIL. The following table gives a summary of power purchase
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cost from all sources and transmission charges payable during FY 2003-

04.

Table 53: Total power purchase cost (FY 2003-04)

Power Station Power Fixed Cost | Variable Total Cost

Purchase (Rs. Cost (Rs. | Cost (Rs. | per unit
(MU) Crore.) Crore.) Crore.) (Rs)
Central Sector

NTPC

Korba 2,597 96.44 126.34 222.78 0.86

Vindhyachal | 1,613 92.75 129.10 221.85 1.38

Vindhyachal 11 1,649 120.80 104.89 225.69 1.37

Kawas 102 101.36 26.40 127.76

Gandhar 1,343 238.61 152.95 391.56 2.92

NTPC —ER 324 6.53 59.51 66.05 2.04

NTPC — NR 211 6.42 14.94 21.35 1.01

NTPC  Sub- 7,839 662.91 614.12 1,277.03 1.63

total

NPC

Tarapur 1,158 - 109.69 109.69 0.95

Kakrapar 1,005 - 291.03 291.03 2.89

NPC Sub-total 2,163 - 400.71 400.71 1.85

CGS Total 10,003 662.91 1,014.83 1,677.74 1.68

Independent Power Producers

GPEC 3,317 456.68 562.99 1,019.67 3.07

EPoL 2,234 221.81 492.93 714.74 3.20

GSECL 1,153 117.22 155.54 272.76 2.37

Gandhinagar

GSECL 1,153 126.37 159.79 286.16 2.48

Wanakbori

GIPCL 1,191 75.75 213.49 289.23 2.43

GIPCL SLPP 1,350 222.76 136.65 359.41 2.66

GSEG 996 113.49 160.07 273.57 2.75

GSECL Utran 904 22.28 107.39 129.67 1.44

GSEG - 159 21.49 20.71 42.19 2.65

Dhuvran

IPP Total 12,457 1,377.85 2,009.56 | 3,387.41 2.72

Other Sources

PTC 305 - 76.70 76.70 2.51

CPP 507 - 119.46 119.46 2.36

Wind 25 - 15.28 15.28 1.75
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Power Station Power Fixed Cost | Variable Total Cost

Purchase (Rs. Cost (Rs. | Cost (Rs. | per unit
(MU) Crore.) Crore.) Crore.) (Rs)

A.E.Company 13 - 3.76 3.76 2.83

CSEB 616 - 165.56 165.56 2.69

GIPCL (145 296 9.55 37.92 47.46 1.60

MW)

Other Sources 1,763 9.55 418.68 428.23 2.43

Total

Power 24,223 2,050.30 3,443.07 | 5,493.37 2.27

Purchase Total

Wheeling 129.00

Charges

Grand Total 5,622.37 2.32

The power purchase quantity and cost as proposed by GEB in its Revenue
Requirement and Tariff Rationalization Proposal for FY 2003-04 is
approved by the Commission. However, GEB is directed to submit a
report, giving justifications with supporting data / details, alongwith next
filing to assure the Commission of its observance of the merit order
process for dispatching from different stations and the management of
schedules to avoid Ul charges. The Commission also directs GEB to
approach the Commission for approval of any new Power Purchase

Agreement as per the prescribed procedure.

7.4 Operating costs

Besides cost of generation and power purchase, operating costs
constitute the third major component of expenditure. In this category, a
further division can be made between two groups: one group consists of
cost of employees, administration and general expenses, repairs and

maintenance, and other group consist of depreciation, related debits,
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interest and finance charges. In this section all the components of

operating costs are considered.

7.4.1 Employee Expenses

GEB’s employee expenses for FY 2002-03(Audited) were Rs. 746 Crore.
GEB has projected the FY 2003-04 employee expenses at Rs. 796 Crore.
GEB has considered an increase of 5% in the employee expense over

provisional figures of FY 2002-03.

For FY 2003-04, the Commission has accepted GEB’s projection of 5%
escalation in employee expenses over audited figures for FY 2002-03.
The employee expenses as projected by GEB and as allowed by the

Commission are given in the following table.

Table 54: Employee expenses

FY 03-04|FY 03-04
Sr No Particulars FY 02-03|(Propose |(Approve
(Audited)] d) d)

1 |[Salaries, Wages 577 611 606

2 |Bonus 0 0 0

3 |Overtime 27 29 28

4 |Contribution to PF etc. 0 0 0

5 |Welfare Expenses 23 18 24

6 |Terminal benefits 108 126 113

7 |Leave Encashment 11 12 12

Total Employee Expenses

(Rs.Crores) 746 796 783
The Commission strongly advises GEB to review its manpower
requirement and exercise caution in any fresh recruitment. The

Commission is of the view that a professional staffing study should be
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undertaken to determine the right number and the optimum mix of
Petitioner’s manpower requirement. Pending such study GEB may go slow
on fresh recruitment and limit it to the bare minimum. GEB should also
explore options like outsourcing, which has emerged as a cost effective

alternative to recruitment of additional staff.

The Commission directs that GEB should not add to its employee
strength. Wherever unavoidable, work should be done without creating
future liability through outsourcing of services. GEB should endeavour to
reduce manpower costs through computerisation and by adopting
modern technologies such as unmanned Sub-Stations. If considered
necessary, any excess staff should be placed in a pool for redeployment

in needed areas.

7.4.2 Repairs & Maintenance Expenses

GEB had incurred expenses on account of repairs & maintenance during
the FY 2002-03 amounting to Rs. 193 Crore and has projected them at

Rs. 198 Crore for FY 2003-04.

GEB has projected R&M expenditure at 1.8% of the opening gross fixed
assets in a year. The Commission has accepted the norm of R&M
expenses as 1.8% of opening gross fixed assets given by GEB and applied
them on audited figures of Gross Fixed Assets for FY 2002-03 for
estimating these expenses for the FY 2003-04. GEB has mentioned that
the R & M expenditure for all the three years are below the level approved

for 2000-01 by the Commission in its tariff order of October 10, 2000.
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While noting the levels of R&M expenditure, the Commission would like
to emphasise that regular preventive maintenance is essential for
maintaining the quality of service and prolonging the life of the
equipments. GEB should in future indicate if any extension or major
The Commission

repairs have been undertaken in any specific area.

directs GEB to immediately prepare a plan for renovation and

modernisation of the aged power plants.

The R&M expense as projected by GEB and as allowed by the Commission

is given in the following table.

Table 55: Repairs & Maintenance expenses

Sr Particulars FY 0_2-03 FY 03-04 | FY 03-04

No (Audited) | (Proposed) | (Approved)

1 |Building 20 20 21

2 |Plant and Machinery 168 173 180

3 |Others 5 4 5
Total R&M  expenses

4 |(Rs.Crores) 193 198 207

5 |Opening GFA (Rs.Crores) 10769 11260 11507
R&M expenses as % of Op.

6 |GFA 1.8% 1.8% 1.8%

7.4.3 Administrative & General Expenses

GEB had incurred Rs. 110 Crore as Administrative & General Expenses
during the FY 2002-03 and has projected Rs. 114 Crore for FY 2003-04.
GEB has explained that provisional expenses for FY 2002-03 have been
taken as the base and increase of 5% per annum during the ensuing year

has been made on it.
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The Commission is of the view that 5% increase annually on these
expenses is reasonable in view of the inflation rate in the country. In any
organisation, these expenses need to be kept under scrutiny and strict
check. The Commission has approved expenditure for FY 2003-04 at Rs.
115.5 Crore considering actual audited figures of Administrative &
General expenses. The following table gives the important component-
wise break up of administrative and general expenses as projected by

GEB and as allowed by the Commission is given in the following table.

Table 56: Administrative & General expenses

Sr No Particulars FY 0_2-03 FY 03-04 | FY 03-04

(Audited) |(Proposed)| (Approved)

1 |Rents, rates & taxes 4 4 4

2 |Insurance 1 2 1
Legal, audit & consultancy

3 |charges 6 9 6

4 |Conveyance and travelling 47 49 49

5 |Other expenses 41 38 43

6 |Freight and purchase expenses 11 11 12
Total A & G Expenses

(Rs.Crores) 110 114 116

7.4.4 Depreciation

GEB has claimed an expenditure of Rs. 716 Crore towards depreciation for the
FY 2003-04. The projected depreciation is at an average rate of 6.4% on its
gross block for FY 2003-04 and has been worked out proportionately based on

the depreciation worked for part of the FY 2002-03.
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Table 57: Depreciation

Sr FY 02-03 | FY 03-04 | FY 03-04
No Particulars (Audited) |(Proposed)|(Approved)

1 [Opening GFA (Rs.Crores) 10769 11260 11507
2 |Depreciation (Rs.Crores) 726 716 732
3 |Rate of Depreciation 6.7% 6.4% 6.40%

However in view of the high revenue gap, the Commission has decided

not to approve the Depreciation of Rs. 732 crores.

GEB must immediately prepare and maintain proper Fixed Asset Register
and should invariably submit complete details of its Fixed Assets and the
calculations for the depreciation claimed on them. However such details
need not consist of very large list of numeral small equipments. The
Board can adopt a scheme of aggregation of interlinked equipments into

compact assess for presentational purposes.

7.4.5 Interest & Financing Expenses

The total interest & finance expenses expenditure incurred by GEB was
Rs. 1018 crores in the financial year 2001-02 and Rs. 1164 (excluding
prior period items as explained in foot note 4) in FY 2002-03. GEB had
submitted a requirement of Rs. 1,401 Crore under the head interest and

financing expenses for the FY 2003-04.

GEB in a separate filing has stated that as the interest rates have declined
substantially over the last few years, during the FY 2003-04, it has
restructured its debt obligation with most of the lenders and that the net

benefit has been in the region of Rs.148.82 crores spread over the
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remaining tenure of the loan. According to GEB the benefit of the savings

will be effective from the financial year 2004-05 onwards. The

Commission directs GEB to undertake such debt restructuring exercise
for securing reduction on the remaining debts outstanding in line with

current Iong—term interest rates structure.

The details of the re-schedulement and the savings there from as
provided by GEB, are provided in the table below:
Table 58: Interest & Financing expenses
Total Loan Existing Effective Savings
Loan O/S | Restruct | Rate of | Rate of | during
during ured Interest Interest after | the
Lender 2003-04 restructuring | tenure of
the loan
Rs. Crore Rs. % % Rs.
Crore Crore
REC 551.79 533.79 12.50% | 9.0 to 10.25% 12.13
PFC -1 280.44 98.31 | 15% to 16% 9.00% 11.72
PFC-1I 25.10 4,78
LIC -1 474.30 474.30 14% 11% 60.00
LIC-1I 10% 13.42
Cash Credit 700.00 700.00 13.50% 12.50% 14.00
11.50% 7.00
LC Commission Approx. 1% 0.20% 12.00
DPC Commission 1.50% 1% 1.50
Conversion of cash 82.50 41.25 9% 6.85% 2.27
credit to foreign
currency loan
(FCNR) (SBI)
SIDBI 366.26 13.14% 9.50% 5.00
ICICI 377.72 11.16% 9.50% 5.00
TOTAL 2,833.01 | 1,872.75 148.82

In the FY 2003-04, it seems as if long-term loans received by GEB have

not been utilised fully for the long-term purposes and partly diverted to
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meet short term working capital requirements as long term loans raised
during the year are in excess of capital expenditure incurred during the

year. This diversion is depicted in the following table:

Table 59: Accumulated borrowings & capital expenditure

S. Particulars (Figures in Rs.Crores) FY 01- FY 02-03 FY 03-04
No. 02 (Provisional)| (Proposed)
(Actual)
Loan
1 Borrowings during the year 1159 2193 2300
Capital Expenditure
2 Expenditure during the year 950
3 Excess of loan over capital 1350
expenditure (1)-(2)

GEB has proposed interest on working capital to be Rs 178 Crores for the
FY 2003-04. Application of the CERC guidelines for working capital
requirement on GEB (although these guidelines are for central sector
generating units), gives a reasonable idea of the total working capital
requirement for GEB. Using these guidelines, the working capital
requirement for GEB would be of the order of Rs 231.45 Crores for the FY
2003-04. This difference between actual and normative levels of working
capital interest implies that either GEB is diverting long term loans to
meet short-term capital requirements or is delaying payments to its

suppliers.

200



Gujarat Electricity Regulatory Commission

Table 60: Normative Working Capital Requirement

S. No. Normative Working Capital FY 03-04
Requirement using CERC norms
(Figures in Rs.Crores)
Fuel Cost
1 Total coal cost 2674.55
2 1/12 of total coal cost 222.88
3 Total secondary fuel cost 466.98
4 1/12 of total secondary fuel cost 38.92
O&M expenses
5 R&M expenses 198
6 A&G expenses 114
7 Employee expenses 796
8 Total O&M expenses: (5)+(6)+(7) 1108
9 1/12 of total O&M expenses 92.33
Maintenance expenses
10 GFA 11260
11 Maintenance spares @1% of spares 112.6
Receivables
12 Annual revenue from tariff & charges 8772
13 Receivables at average of two months 1462.00
revenue
14 Total working capital:
(2)+(4)+(9)+(11)+(13) 1928.73
15 Interest rate (assumption) 12%
16 Interest on  working capital: 231.45
(14)*(15)

After analysis of facts and figures the Commission approves the interest
expenses chargeable to revenue for the FY 2003-04 as proposed by GEB

amounting to Rs. 1401 Crore as detailed in the following table.

Table 61: Approved Interest & Financing charges

Sr Particulars FY 02-03| FY 03-04 | FY 03-04
No (Audited)| (Proposed)| (Approved)
1 Interest on State Govt. Loan 34 84 84
2 Interest on working capital 138 178 178
3 Interest on suppliers (O & 11 28 28
M)
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4 Other Finance charges 143 141 141

5 Loan from institutional 297 377 377
creditors

6 Bonds / OML 541 592 592
Total Interest (Rs.Crores) 1164 1401 1401

The Commission has observed that, there is no demarcation of loans
between the short term and long term loans. GEB should classify the
loans on the basis of their duration and should desist from using long
term loan for working capital purposes and vice versa. GEB should make
sure that the loans obtained for the long-term purposes are not utilized
for short-term purposes and vice versa. The Commission in future shall
not allow any interest on loans obtained for long-term purposes, but

which are utilized for other purposes.

7.4.6 Other Debits

Other debits mainly consist of miscellaneous losses written off, material
cost variance, R&D expenses, sundry expenses and bad debts written off.
GEB has proposed other debits for the FY 2003-04 at Rs 58 Crores. The
provision for Bad & Doubtful debts for the FY 2003-04 has been

proposed at Rs 35 Crores.

GEB has projected the provision for bad and doubtful debts at Rs 35
Crores, which is 0.4% of the projected revenues from sale of power for in
the FY 2003-04. The Commission is of the view that a provision upto
0.4% of projected revenue from sale of power in the FY 2003-04 is

reasonable, and hence has allowed a provision of Rs. 35 Crore. Within six
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months from the end of the financial year, GEB is directed to provide

information on the actual bad debts written off.

The other debits as projected by GEB and as allowed by the Commission

for the FY 2003-04 is given in the following table.

Table 62: Other Debits

Sl Other Debits (Figures in FY 02- | FY 03-04 | FY 03-04
No Rs.Crores) 03 (Proposed | (Approve
(Audite ) d)
d)

1 Miscellaneous losses written off, 20 23 23

Material cost variance, R&D

expenses and sundry expenses
2 | Bad debts written off/provided for 36 35 35
3 | Total 56 58 58

The Commission advises GEB to scrutinise its unrealised dues that are
more than one year’s sales revenue and formulate a clear and transparent

policy for writing off bad debts.

7.4.7 Extraordinary Items and Contingencies

In the unpredictable world of business, events will arise that are not
expected and most likely not occur again. Such events could be in the
form of flood, fire, cyclone, etc. These rare events are shown separately

and classified as extraordinary items or non-recurring expenditure.

GEB has proposed an appropriation of Rs 1 Crore towards contribution to
contingency reserve. The Commission approves a sum of Rs.1 Crore for
the FY 2003-04 towards meeting extraordinary expenditure due to

contingencies.
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7.5 Reasonable Return

Reasonable Return has been computed by GEB using the methodology
specified in Section 59 of the Electricity (Supply) Act, 1948. The Board’s
accounts are compiled as per Electricity (Supply) Annual Accounts Rule,
1985 (framed under Section 69 of Electicity (Supply) Act, 1948), which are
protected under the Electricity Act, 2003. The reasonable return for GEB
has been computed at 3% of the value of Net Fixed Assets at the
beginning of the financial year less the consumer contribution and capital

subsidies.

GEB has proposed Rs.107 crores under this head for the FY 2003-04, at
the rate of 3% on the net fixed assets at the beginning of the year, but
considering actual data of Opening Gross Fixed Assets, Accumulated
Depreciation and consumer contribution, ROR of Rs. 107 crores is noted.
However in order to reduce the high revenue gap, the Reasonable Return

has not been provided by the Commission.

Table 63: Reasonable Return

S. Particulars FY 02-03 FY 03-04 | FY 03-04
No (Figures in Rs.Crores) (Audited) | (Proposed)| (Approved)
1 | Gross Fixed Assets (Opening) 10769 11260 11507
2 | Opening Accumulated 5436 5951 6058
Depreciation

3 | Net Fixed Assets: (1)-(2) 5333 5309 5449
4 | Less: Consumer Contribution 1531 1731 1892
5 | NFA less Cons. Contribution 3802 3578 3557
6 | ROR @ 3% NFA less CC 114 107 107
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7.6 Summary of Approved ARR

GEB has applied for an Annual Revenue Requirement of Rs 11,889 Crore
for FY 2003-04. Based on the Commission’s analysis and approval, the
Commission approves the Annual Revenue Requirement at Rs 11,064
Crore for financial year 2003-04. Summary of the ARR proposed by GEB

and as approved by the Commission for FY 2003-04 is given below:

Table 64: Summary of Approved ARR

Sr | Particulars (Figures in Rs.Crores) FY 03-04 FY 03-04
No (Proposed) | (Approved)

Annual Revenue Requirement

(ARR)
1 | Purchase of Power 5,622 5,622
2 | Generation of Power 3,171 3,171
3 | Repairs and Maintenance 198 207
4 | Employee Costs 796 783
5 | Administration and General 114

Expenses 116
6 | Depreciation and Related Debits 716 -*
7 | Interest and Finance Charges 1,401 1,401
8 | Subtotal: (1to7) 12,018 11,300
9 | Less: Expenses Capitalised - -
10 | Subtotal: (8)-(9) 12,018 11,300
11 | Other Debits 58 58
12 | Extraordinary Items 1 1
13 | Total (10)+(11)+(12) 12,077 11,359
14 | Reasonable Return 107 --*
15 | Provision for Income Tax - -
16 | Less: Non-tariff income 295 295
17 | ARR:(13)+(14)+(15)-(16) 11,889 11,064
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* In order to reduce the high revenue gap, the Commission has decided
not to approve the depreciation and Reasonable Return.

7.7 Average Cost of Supply

The average cost of supply for the FY 2003-04 for GEB based on
proposed and approved revenue requirement and energy sales is as
follows: (includes T & D losses, over and above the level, approved by the

Commission, in calculating cost of supply)

Table 65: Average cost of supply

Sr Particulars FY 03-04 FY 03-04

No (Proposed) | (Approved)

1 | Annual Revenue Requirement in Rs.Crores 11,889 11,064

2 | Energy Sales in MU 32,234 29,544

3 | Energy Sales in MU + Excess T & D Losses 32,234
in MUs

4 | Average Cost of Supply (Rs/Unit): (1)/(3) 3.69 3.43

The cost to supply shown above is average across all the consumer
categories and all the voltage levels. The cost to serve is relatively much
higher at lower voltages (covering residential, domestic, agricultural, LT
industrial categories, etc) and relatively lower in serving HT loads. The
tariff structure contains a built in cross subsidy since the industrial and
commercial categories are charged at a rate higher than the cost to serve
and the agricultural and domestic categories are charged a rate lower

than the cost to serve.

It is necessary to conduct proper empirical studies to determine the cost

of supply for different categories and across different voltage levels. The
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Electricity Act, 2003 in section 61(g) prescribes that the tariff should
progressively reflect the cost of supply of electricity and contains a
directive for reducing and eliminating cross subsidy within a period to be
specified by the Commission. However, information on cost to serve
specific to various consumer categories and voltage levels is not
available. Any programme for reduction of cross subsidy will have to be

based on a detailed category wise cost to serve study.

The Commission notes that one of the basic principles that has been
widely accepted in electricity sector regulation is that the tariffs for
various categories of customers should be, as far as can be practicable,
equal to the costs imposed by that category of customers on the system
in order to supply them the electricity demanded by them. This is what is
currently understood as cost of service. The methods advocated for
computing the cost of service require that the cost of service be
computed first by functionalisation of assets and expenditure, that is
identifying assets and expenditure relatable to each of the functions of
generation, transmission and distribution that are involved in the supply
of electricity. As a second step, all these assets and expenditure are also
required to be classified into the three categories of demand related,
energy related and customer related assets and expenditure. While the
allocation of energy related and customer related assets and expenditure
amongst various customer classes is relatively easy, the allocation of

demand related charges amongst customer classes is a more difficult
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exercise. This requires data regarding the demand pattern of various
classes of customers at various times of the day and across the seasons
in a year. Computation of cost of service would also require the
Commission to take into account the hours of power supply to the rural
areas of the State. While allocating capacity related costs of generation
and transmission to various categories of customers, this restriction
placed on rural consumers would have to be taken into account. Due to
data constraints it is not possible to compute categorywise cost of supply

at this juncture.

The Commission, therefore, has not been able to proceed in the direction
of estimating the cost of service for various customer classes in order to
use the same as a basis for tariff determination. The Commission directs
GEB to conduct a full-fledged cost of service study. These studies will
have to be carried out and completed as early as may be feasible.
However, for the purpose of the present order, the Commission has
based its tariff structure on the average cost of supply of electricity as
obtained by dividing the annual revenue requirement by the total
guantum of power expected to be sold plus excess T & D Losses (Losses
estimated by GEB minus Losses approved by the Commission) in the year

2003-04.
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8 Accumulated Deficit & Regulatory Asset
8.1 Revenue Deficit

8.1.1 Revenue Deficit before Subsidy

The calculation of the Revenue Surplus/ (Deficit) before subsidy at
existing tariffs & charges in the FY 2003-04 is presented in the following

table.

Table 66: Revenue deficit before subsidy

Sr Particulars FY 03-04 FY 03-04
No (Figures in Rs.Crores) (Proposed) | (Approved)
1 | Annual Revenue Requirement 11,889 11,064
2 | Income from Sale of Electricity at Existing 8,371 8,371
tariff
3 | Other income from consumers 402 402
4 | Revenue Surplus /(Deficit) before subsidy: (3,117) (2,291)
(2)+(3)-(1)

8.1.2 Revenue Deficit after Subsidy

The calculation of the Revenue Surplus/ (Deficit) after subsidy at existing
tariffs & charges in the FY 2003-04 is presented in the following table.
According to GEB,
Government of Gujarat and GEB, subsidy from the Government of Gujarat
is capped at Rs.1100 Crores annually.

as per the tripartite agreement between ADB,

Table 67: Revenue deficit after subsidy

Sr Particulars FY 03-04 FY 03-04

No (Figures in Rs.Crores) (Proposed) | (Approved)

1 | Revenue Surplus /(Deficit) before subsidy (3,117) (2,291)

2 | Revenue Subsidies from Government 1100 1100

3 | Revenue Surplus /(Deficit) after subsidy: (2017) (1,191)
(D)+(2)
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8.1.3 GEB has made a request for treatment of accumulated revenue

deficit or gap for FY 2000-01, FY 2001-02, FY 2002-03 and FY

2003-04 as a Regulatory Asset. GEB has requested the Commission

to consider the revenue gaps of all these years as part of regulatory

asset which could be claimed during future years.

GEB in the filing has stated that they had to incur expenditure over

and above the revenues and subsidy from the Government due to

the following reasons:

GEB had sought deferment of recoveries relating to its
entitlement of the Depreciation Allowance and Reasonable

Return in its Tariff filing under Case No. 19/1999;

The additional revenue realisation due to tariff revision of
October 10, 2000 was restricted to a period of three to five

months only during the FY 2000-01T;

While there was a rise of revenue of the order of 2%, the overall
increase in costs was as high as 8% per annum due to disaster

management as well as rising fuel costs;

The trend of industrial recession continued affecting the sale of

remunerative energy;

Additional power has to be purchased to meet with the
increased demand of the Agricultural Sector due to continued

dry spells; and
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e Larger funds had to be borrowed to meet with the Working

Capital requirement leading to increased interest cost.

If the proposed tariff changes are included, in FY 2003-04 the
revenue from sale of power would increase from Rs. 8772 Crores to
Rs. 8927 Crores. Accordingly the revenue deficit of GEB for FY

2003-04 would decline from Rs. 2017 to Rs. 1746 Crores.

It may be seen that GEB is showing a very high revenue deficit in
the range between Rs.1746 Crores to Rs.2397 Crores. In the tariff
order of October 10, 2000, the Commission did not take into
account the expenditure on account of permissible depreciation
and rate of return. This was done to reduce the revenue
requirement and obviate the need for sharp tariff increase. The
tariff increases allowed by the Commission were to lead to an
additional income of approximately Rs. 1156.56 Crores in the
financial year 2000-01 if applied for a full year. However, tariff
order of October 10, 2000 was effective for part of the year starting
October 10, 2000. Hence GEB could not realise the full benefit of
the order in the financial year 2000-01. After the review order
dated December 12, 2000 made by the Commission on its earlier
order of October 10, 2000 the expected annual increase in tariff
revenue worked out to approximately Rs. 1130 Crores for a full

year.
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The short fall shown by GEB for the four year period of FY 2000-01
to FY 2003-04 adds up to Rs. 8905 Crores at proposed tariffs and
Rs 9176 Crores at existing tariffs when the Deficit of FY 2002-03 is

based on audited accounts.

Table 68: ARR, Revenue deficit and Regulatory assets

Sr. Particulars (Rs. ARR00- | ARRO1- | ARRO02- | ARR 03-04
No. Crore) 01 02 03 (Projection)
(Actual) | (Actual) | (Audited)
1 ARR 10891 10827 11759 12184
2 Less: Revenue 8134 8822 9362 10167
e I I
4 Realisation through ) ) 13
tariff revision -
5 Estimated revenue
trough FPPA and PoC 0 0 0 258
as per Petitions filled.
) Deficit or Gap at 2757 2005 2397 1746
proposed tariffs
6 Regulatory Assets 2757 4762 7159 8905

Note: The deficit figures shown by GEB do not correspond to those given
in CAG’s audited accounts which are shown in Annexure - 15. The

variations need to be reconciled by the Board.

The short fall shown by GEB for the years FY 2000-01 to FY 2003-04 add

up to Rs. 8905 Crores. In its tariff petition, GEB has mentioned that it
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would seek to maintain a smooth tariff trajectory (i.e. to avoid excessive
tariff hike) while complying with the provisions of Section 59 of the
erstwhile Electricity (Supply) Act 1948. It may be recalled that Electricity
(Supply) Act 1948 lays down that GEB should try to earn at least 3% return
on the net fixed assets in use at the beginning of the financial year less
any consumer contribution and capital subsidies. GEB in its Petition for
the approval of Aggregate Revenue Requirement and Tariff

Rationalisation proposes:

“to meet the shortfall in revenue requirement through a
combination of options such as realisation of additional
revenue through tariff rationalisation and postponing rest
of the shortfall in revenue requirement by forming a
Regulatory Asset. The Regulatory Asset is to be
amortised in the subsequent years and the associated
financing cost is to be allowed to be included in the
revenue requirements during this period as legitimate

business expenditure’

GEB has also cited precedents for the creation of regulatory asset from
the Orders of the Regulatory Commissions in the Sate of Orissa, Haryana,
Andhra Pradesh and Delhi. It may be observed that the concept of
regulatory asset is analogous to deferred revenue expenditure and refers
to that part of the corresponding expenditure, which is not met through

or cannot be met through corresponding income. In this instance any
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efforts to increase the revenue, GEB feels, would lead to unacceptably
high levels of tariff increase. However, at the same time GEB also has to
manage the resultant liquidity problems. The mechanism of regulatory
asset implies that GEB would borrow funds for meeting the expenditure
and would like recognition of the consequent amortisation of liabilities of
its borrowings (repayment of instalments and interest) as its legitimate

revenue requirement.

GEB’s proposal has led to objections from various quarters. In its general
affidavit in reply to the objections received to its petition, GEB mentioned
that it would come back again to the Commission on the issue of
treatment of the regulatory asset after the finalisation of the Financial
Restructuring Plan being formulated in the wave of GEB’s unbundling..
The following abstract from the GEB’s above mentioned affidavit explains

its stand.

“GEB has already started a series steps aimed at
enhancement of revenues, reduction of costs and increase
in efficiency. These are expected in the long run to off set
the losses. As at present, GEB is in the process of being
re-organised as envisaged under the Gujarat Act, Gujarat
Electricity Industry Re-organisation and Comprehensive
Transfer Scheme, 2003 and the Electricity Act, 2003. GEB
has been in discussion with the State Government in

regard to the Financial Re-structuring Plan for the
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successor entities and the issue of allocation of assets
and liabilities of GEB to the successor entities. These will
be addressed in the financial re-structuring plan. After
the financial re-structuring plan is finalised and approved
by the State Government, GEB will be in a position to give
a comprehensive scheme for dealing with treatment of
the Regulatory Assets arising out of the accumulated
losses. As at present, GEB estimates the Regulatory Assets
to be Rs 8849 crores but the same will be dependent on
the finalisation of the financial restructuring plan. GEB has
therefore requested for postponement of the treatment of
the Regulatory Assets and the same being not included in
the tariff rationalisation as at present. Further GEB is not
asking for the entire accumulated losses to be passed in
the tariff immediately. The phasing out of payment of the
Regulatory Assets need to be addressed after the financial

restructuring plan are approved.”

In view of the above submissions made by GEB, the Commission does not

consider it necessary to examine the issue at this stage.

As already noted the financial position of GEB leaves much to be desired.
GEB in its response to the objections and its compliance to the directives
given in Commission’s tariff order of October 10, 2000 has outlined the

various measures taken by it for improving the operational performance,
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for reducing costs, for increasing revenue and for enhancing the overall
finances of GEB. These matters have been discussed elaborately in other

chapters of this order.

From the submissions made by the GEB, the problems being faced by GEB
can be classified into two categories. The first set of problems is because
of short-term factors such as droughts or earthquake. However, the
second category of GEB’s problems can be considered as chronic or
structural. The long term or structural problems are rooted in low hydel
potential, high agricultural demand and power plants being at far off

distances from coalfields.

The general affidavit filed by GEB in case No. 292/2003 seeks to address
both short-term and long-term problem areas. GEB has filed the
following information explaining the factors that led to the increase in its

revenue requirements.

Table 69: Factors leading to increase in revenue requirement

Sr.| Particulars (Figures in Rs.Crores) [FY00-01|FY01-02| FY02-03 [TOTAL
No

1 |Higher Agriculture Consumption 1,450 1,213 774 3,437
2 |Lower Industrial Consumption 197 150 106 453
3 |Increase in Fuel Cost 75 313 411 799
4 |Decrease in Hydel Generation 166 196 137 499
5 |Total Additional Burden 1,889 1,872 1,428/ 5,188
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Sr.| Particulars (Figures in Rs.Crores) |FY00-01|FY01-02| FY02-03 |TOTAL
No

7 |Average Interest Rate 13.5%| 13.5%| 13.5%

8 |Interest Cost 255 542 808 1,605
9 |Cumulative Burden Including Interest 2,144 4,557 6,793 6,793

GEB has calculated the total additional burden arriving from the above
four factors over the three year period from FY 2000-01 to FY 2002-03
at Rs. 5188 Crores and after adding interest cost at an average interest

rate of 13.5% it would amount to Rs. 6793 Crores.

GEB has highlighted the circumstances in the past, which have affected its
working and have placed it in a difficult position while stating that the
situation in which it is placed today has been for reasons and factors
beyond its reasonable control. In this context, GEB has stated the

following:

1 GEB in the past followed the policies of the State Government to
serve the social purpose. The consumers, such as agricultural
consumers, have been allowed to get electricity supply without
meters and at highly subsidised tariffs. The supply of electricity to
agricultural consumers without meter led to the inability of the GEB
to accurately measure the electricity supplied in the rural areas and

the extent of agricultural consumption vis-a-vis commercial losses
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was mixed up affecting the working of GEB as a commercial

organisation.

1 Another factor that seriously affected GEB financially is the growth
of captive generation in the State. The statistical data of reduction
of HT demand and increase in captive generation are detailed in the

table below:

Table 70: Trend in HT/Captive consumption

Year HT Consumers Data Captive Generation
Data
No. Of | Connecte | Energy | Number | Capacity
Cons. d Load | Consum (MW)
(MW) ption
(MUs)

1997-98 4208 2860 7185 113 2802
1998-99 4373 2825 7057 146 2958
1999-00 4546 2723 6451 179 3098
2000-01 4626 2737 6001 217 3267
2001-02 4678 2623 6195 264 3520
2002-03 4678 2477 6367 387 3697

1 The EHT and HT consumers, who have been cross subsidising the
agricultural consumers, have been progressively going out of the

GEB grid supply. This has had a cascading effect on the financials
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of GEB as it has been losing its subsidising consumers while the

tariff of subsidised consumers had remained static.

GEB has not been able to maintain the investments required in the
transmission and distribution system, which has further
contributed in enhancing the line losses. It has also not been able
to make the necessary investment in generating stations including
on repairs, renovation and maintenance. The performance of GEB in

different service areas, has been therefore significantly affected.

Since 1991, the Power Policy of the Government of India has been
to encourage private sector participation in the electricity sector.
Consequently, Power Purchase Agreements (PPAs) were signed with
numerous Independent Power Producers (IPPs) by the GEB. The GEB
was also required to promote non-conventional energy sources

such as Wind Energy, Biomass and Bagasse.

Subsequent to the signing of PPAs, generation cost with fuel such
as Naphtha has increased substantially. This resulted in GEB
purchasing energy from new generating stations at a cost
significantly higher than the price at which GEB generating stations

were generating.

During the FY 2002-03, the average cost of power was Rs 2.04 per
unit from GEB thermal stations, Rs 0.89 per unit from GEB hydro

stations, Rs 1.61 per unit NTPC stations, Rs. 1.80 per unit from
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0

Some

NPC stations and Rs 1.59 per unit from other Central Generating
Stations against the average cost of power purchased from IPPs

which stood at Rs 3.10 per unit.

The State Government announced a number of concessions and

relief to consumers affected by the earthquake.

GEB had to manage its financial requirements due to the above-
mentioned factors by extra borrowing of Working Capital through

Bonds and other Debt instruments.

of the other factors that have affected the working of the GEB in the

recent years are as under:

Table 71: Increase in revenue requirement due to factors beyond GEB’s control

Sl.| Particulars (Figures in Rs.Crores) | FY 00- [FY01-02| FY02- [TOTAL
No 01 03

1 |Higher Agriculture Consumption 1,450 1,213 774 3,437
2 |Lower Industrial Consumption 197 150 106 453
3 |Increase in Fuel Cost 75 313 411 799
4 |Decrease in Hydel Generation 166 196 137 499
5 [Total Additional Burden 1,889 1,872 1,428/ 5,188
7 |Average Interest Rate 13.5%| 13.5%| 13.5%

8 |Interest Cost 255 542 808 1,605
9 |Cumulative Burden Including Interest 2,144 4557 6,793 6,793
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01 Failure of monsoon

The increase in demand of Agricultural Sector has been mainly
because of the higher consumption of energy due to successive
failures of monsoon. GEB has calculated that as against the
agricultural sale of 9165 MUs approved by the Commission, the
additional sales (due to drought conditions) were 6302 MUs in
2000-01, 6509 MUs in FY 2001-02 and 3775 MUs in FY 2002-03
adding up to 16586 MUs in all necessitating an additional input of
21377 MUs after considering the T&D losses. This led to a total
additional cost of Rs.4174 Crores over the period FY 2000-01 to FY
2002-03 and net loss of Rs. 3437 Crores after accounting for the
corresponding sales revenue of Rs. 737 Crores from agriculture.

The following table gives the details filed by GEB on this issue.

Table 72: Effect of increased Agricultural consumption

Particulars FY00-01|FY01-02|FY02-03| Total
1 |Agriculture Sales approved by GERC — MUs 9,165 9,165 9,165
2 |Actual Agriculture Sales - MUs 15,467| 15,674 12,940
3 |Additional Sales — MUs 6,302 6,509 3,775 16,586
4 [Transmission and Distribution Losses 20.47%| 20.25%| 28.66%
5 |Additional Input into system to serve 7,924 8,162 5,292 21,377
additional sale — MUs
6 |Average Cost of Power Purch + Generation 1.95 1.95 1.96
Rs/KWh

221



Gujarat Electricity Regulatory Commission

Particulars FYO00-01|FY01-02|FY02-03| Total
7 [Total Additional cost to serve Agriculture -{ 1,546 1,592 1,036 4,174
Rs. Crores
8 |[Realisation on sale to agriculture — Rs. /[KWh 0.15 0.58 0.70
O [Total revenue from additional sale to 96 379 263 737
agriculture — Rs. Crores
10 |Net Loss on account of additional sale to| 1,450, 1,213 774 3,437
agriculture — Rs. Crores
[1 Decrease in Hydel Generation
GEB has estimated the loss because of reduction in hydel
generation over the period FY 2000-01 to FY 2002 -03 at Rs. 499
Crores in accordance with the details contained in the following
table.
Table 73: Effect of decrease in Hydel Generation
Decrease in Hydel Generation FY00-01 | FY01-02 | FY02-03 | Total
1 |Hydel generation at GERC approved
level for FY2000-01 — MUs 1,288 1,288 1,288
2 |Actual Hydel generation - MUs 436 284 588
3 [Reduction in Hydel generation - MUs 852 1,004 700 2,556
4 |Average PP + Generation Cost
Rs./kWh 1.95 1.95 1.96
5 |Increase in Cost - Rs. Crores 166 196 137 499
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0 Lower Industrial Consumption

GEB has also calculated for the period FY 2000-01 to FY 2002-03

the losses because of reduced sales to HT industrial consumers.

Against the annual industrial HT sale of 6821 MUs approved by the

Commission in its order of October 10, 2000, the sale fell short

over this period by 1900 MUs. GEB has estimated losses on this

account at Rs. 453 Crores in accordance with the computation

contained in the following table.

Table 74: Effect of lower industrial consumption

FY00-01|FY01-02|FY02-03|TOTAL
Industrial HT Sales approved by GERC for FY| 6,821 6,821 6,821
2000-01 — Mus
Actual Industrial HT Sales — MUs 6,001 6,195 6,367
Reduction in Sales to industrial consumers due to 820 626 454( 1,900
recessionary trend and Captive Generation
increase - MUs
Average Cost of Power Purchase + Generation 1.95 1.95 1.96
(PP+Gen) — Rs./ Unit
Total savings in PP + Gen cost on reduced sale to 160 122 89 371
Industrial consumers — Rs. Crores
Realisation on sale to Industrial HT consumers - 4.36 4.34 4.29
Rs/Unit
Total Loss in revenue from reduced sale to 357 272 195 824
Industrial HT — Rs. Crores
Net Loss on account of reduced sale to 197 150 106 453

Industrial HT — Rs. Crores

01 Increase in fuel cost

According to GEB, the cost of the fuels used in generation has

increased from FY 1999-00 to FY 2002-03 due to revision in coal

prices by Coal India and import price parity for LSHS due to

223



Gujarat Electricity Regulatory Commission

discontinuation of Administered Price Mechanism. This has resulted
in increase in fuel cost by Rs 799 Crores despite the improvement
in specific consumption of fuel and gross calorific value of coal.
The average fuel cost in all the four years, despite increasing trend,
is below the Commission approved level of Rs 1.58 per unit. GEB
has estimated for the period from FY 1999-00 to FY 2003-04 the
additional fuel cost at Rs. 799 Crores based on the calculations

given in the following table.

Table 75: Effect of increase in fuel cost

FY99-00| FY00- |FY01-02| FY02- | TOTA
01 03 L

\VVariable Cost @ FY99-00 Level 1.35 1.35 1.35 1.35
Rs./ KWh

Actual Total Variable Cost (A) -Rs|  2,701] 2,869 3,082 3,135
Crores

IAverage Variable Cost - Rs / Unit 1.35 1.39 150 1.56
Gen Cost @ FY99-00 Level (B) 2,794 2,769 2,723 8,287
Rs Crores
Additional Cost (A-B) - Rs 75 313 411 799
Crores

(1 Higher Power Purchase Cost

The increase in power purchase cost has been mainly due to
increased agricultural consumption. The following Table highlights
the financial impact of additional power purchase due to increase

in supply to agricultural consumers:
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Table 76: Effect of higher power purchase cost

Power Purchase Qty Variance FY 00- | FY 01- | FY 02- | TOTAL
01 02 03

PP Cost (Actual)-Rs./kWh 2.59 2.42 2.34
Power purchase @ FY 01 Level — MUs 19,470 19,470 19,470
Power Purchase — Actual MUs 19,470 20,651 24,187
PP Cost @ FY 01 Qty Level — Rs Crores 5047 4,712 4,557 14,315
Actual PP Cost — Rs. Crores 5,047 4,998 5,661 15,705
Increased cost of addl power purchase — - 286| 1,104/ 1,390
Rs Crores

Besides these factors, GEB also referred to other factors of a more long-
term nature. GEB pointed out that EHT and HT consumers cross
subsidising the agricultural consumers have been progressively going out
of GEB’s supply. There has been a sizeable increase in captive generation
and a significant reduction in connected load and energy consumption
over the period FY 1997-98 to FY 2002-03. GEB has highlighted that the
Government of India’s policy of encouraging private participation in the
electricity sector since 1991 and the resultant PPAs with IPPs have also
added to its financial burden. It pointed out that the average cost of
power from GEB thermal stations, NTPC stations and NPC stations is

much lower than the average cost of power purchase from IPPs.

GEB also drew attention to other unfavourable factors affecting is
operations. The thermal:hydro mix is unfavourable in Gujarat and stands

at 88:12 compared to 73:27 in Tamil Nadu, 72:28 in Karnataka and 52:48
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Andhra Pradesh. GEB has also highlighted its unfavourable position vis-
a-vis other States with respect to mix of its energy sales. These details

are shown in the following table.

Table 77: Mix of energy sales in various states

State Residential | Commercial | Industrial | Agricultural | Others
LT & HT

1 | Kerala 46.2% 8.3% 35.1% 3.8% | 6.3%
2 | Maharashtra 15.4% 3.3% 39.0% 24.5% | 17.7%
3 | Punjab 17.5% 3.7% 34.7% 38.1% | 6.1%
4 | Tamil Nadu 18.7% 8.9% 35.0% 29.5% | 7.9%
5 | Karnataka 23.0% 4.0% 29.5% 39.1% | 5.0%
6 | Gujarat 9.2% 2.6% 29.9% 47.1% | 11.0%
7 | Andhra 20.9% 4.3% 32.1% 40.6% | 0.00%

Pradesh

According to GEB its agricultural energy sales, compared to other States
shown in the above table are very high. GEB also argued that the gap
between the revenue and average cost is very high compare to some
other States. The following table shows information filed by GEB in this

regard.

Table 78: Gap in average revenue & average cost for various states

State Average Revenue Average Difference
(Rs per Unit) cost (Rs per
(Rs per Unit)
Unit)
1 | Kerala 1.70 1.98 -0.28
2 | Maharashtra 2.65 3.05 -0.40
3 | Punjab 1.67 2.35 -0.68
4 | Tamil Nadu 2.09 2.57 -0.48
5 | Karnataka 2.06 2.84 -0.78
6 | Gujarat 1.77 3.04 -1.26
7 | Andhra Pradesh 1.77 2.95 -1.18
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It may be noted that the gap between average cost of power and the
average revenue earned from power is the highest in Gujarat at Rs. 1.26
per unit. The financial losses being incurred by GEB are due to difference

in its average cost of supply and its average revenue realisation rate.

As already noted, the tariff proposal made by GEB in its petition will
hardly cover the projected revenue gap. GEB will have to conduct an in-
depth study to evolve an optimum strategy for reducing its T&D losses
over a period of time. GEB has already listed various measures taken by it
for improving its operational performance, loss reduction and revenue
augmentation. There are however areas such as reduction of aggregate
technical and commercial losses which need the highest attention. The
Commission has separately included directions in the order for reducing
aggregate technical and commercial losses. GEB will have to evolve a
concrete plan with specific measures including targets for loss reduction

over the base levels, and mile stones for achieving such targets.

In this whole process metering all connections including agricultural
connections is of paramount importance. Unless all the connections are
metered, concepts like feeder-wise energy accounting and energy audit
cannot be implemented. Specific time bound targets for metering are
contained in the Gujarat Electricity Industry (Reorganisation and
Regulation) Act, 2003. While working on a programme for agricultural
metering, GEB should give the highest priority for metering agricultural

pump sets with BHP of more than 50.
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GEB is currently in the process of unbundling into six companies. GEB
should study the situation of its successor generating company,
transmission company and the four distribution companies separately
from technical, financial and managerial viewpoints. GEB will have to
evolve a turn around strategy so that the new entities can become
financially viable. A mechanism will have to found so that the

accumulated losses of GEB do not create difficulties for the new entities.
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9 C(Capital Investment

GEB has estimated capital works to be executed during FY 2003-04 of Rs.

950 Crore.

The functions of the Commission, as laid down in Section 32 of the
Gujarat Act, require the Commission, inter alia, to promote the efficient
and economical working of utilities and to regulate the assets of the

Electricity Industry in the State.

The Commission has a very important duty cast on it by the Gujarat Act
to ensure that the costs of power supplied to the consumer by GEB is
kept at the lowest possible level. A substantial portion of the cost is
because of the interest and repayment of loans in respect of the
investment programme, which expenditure is allowed by the Commission
to pass through to the consumer, in the Tariff. The Commission,
therefore, has to regulate the expenditure on capital investment so that
the burden of capital investment costs that are ultimately borne by the

consumers is reduced, by efficient planning of the investment.

Para 6.7.6 of the Commission’s last tariff order dated 10th October, 2000

states as under:
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“The Commission has considered all the objections raised in the course
of hearing. The Commission is of the view that although the depreciation
is an admissible expenditure in the revenue requirement the Commission
must be satisfied about the propriety and usefulness of the assets
acquired. The Commission therefore directs that from now onwards
whenever the Board presents the proposal for determination of tariff,
they must furnish alonwith the proposal a list of assets aquired during
the preceding financial year and the cost incurred on them with detailed
Justification with utility of the assets acquired. After examining the
propriety and usefulness of the capital expenditure incurred, the
Commission will take a decision to allow such expenditure on

depreciation as is considered productive and useful.”

The above observation of the Commission requires the capital

expenditure of GEB to be examined by the Commission.

During the FY 2003-04, GEB has estimated a total capital expenditure of
Rs 950 Crores. The details of the total capital expenditure of Rs 950

Crores, is provided in the following table.
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Table 79: Details of Total Capital Expenditure

Sl ) ) ) FY 03-04 | FY 03-04
Particulars (Figures in Rs.Crores)
No (Proposed) [(Approved)

A |Plan Expenditure

1/Generation 105 105
2|Transmission 357 357
3 276 276
Distribution
Total Plan Expenditure 738 738

B  |Non-Plan Expenditure

Rural Electrification Program outside state 44 44
plan

Other schemes outside the state plan — 168 168
special repairs

Total Non-Plan Expenditure 212 212
Total Capital Expenditure 950 950

The Commission has noted with concern the objections of several
objectors, especially from the rural areas, of poor quality of supply,
unreliability in power supply, shortage of power, etc. The Commission
has also heard GEB on these issues. GEB proposes to invest Rs.950
Crores on renovation & modernisation of generation plants and
strengthening of the T&D network in the FY 2003-04. The Commission
has not been provided clear-cut details of the capital investments
included in these amounts. Neither has the Commission been furnished

with the assumptions based on which the investment proposals have
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been worked out. Specific improvements in quality of service parameters
that will be achieved with the implementation of each stage of this
comprehensive investment proposal have also not been placed before the
Commission. The Commission, through its interaction with the GEB on
matters relating to investments as explained above, has adequate
grounds to believe that this investment plan of GEB needs to be properly

scrutinised and justified.

Under the above circumstances, the Commission issues the following

directions:

(i) An appropriate procedure for prioritising capital works should
be drawn up by the GEB and then obtain approval from the
Commission. Works should be taken up only based on a

scheme of prioritisation.

(i) Project cost estimates should be worked out on a realistic

basis.

(iii) Benchmarking of system parameters such as voltage,
interruptions, system loss, etc., of the project area should be
documented before taking up the work. This is essential to
assess the improvement achieved after the execution of the

project.

(iv) Interest should be charged to individual works. Cost registers

should be maintained and updated regularly and completion
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(v)

(vi)

reports should be prepared immediately after completion of

works.

No work estimated to cost more than Rs.10 Lakhs should be
awarded without going through a process of competitive
bidding to ensure the lowest cost to GEB. No purchase or price
preference should be allowed to any agency including public

sector enterprises.

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

baseline benchmarks.
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10 Tariff Analysis and Design

This Chapter discusses the approach taken by the Commission in
determining tariffs for different categories of consumers, comparison of
existing tariff, those proposed by GEB and those finally approved by the

Commission.

10.1 GEB’s Tariff Proposal

In accordance with the provisions of Section 32 of Gujarat Act and Section
62 of the Electricity Act 2003, GEB has filed the tariff amendment
proposals with the Commission. The Commission has accepted the
revenue requirement of GEB for the FY 2003-04. GEB have proposed tariff
revision to fetch additional revenue in a full year of Rs.154.6 Crores,
which amounts to an increase of 1.8% over the current tariffs on an
average. As the FY 2003-04 is over any proposed revision in tariff if

effected prospectively will not have any impact on the revenues of the FY

2003-04.

Table 80: Percentage Tariff Increase proposed by GEB

Per unit Per unit o Additional

cost at cost at ° annual
Sr. Effective

Category present proposed | . revenue
No . . increase
tariff tariff ronosed Rs

Rs/kWh Rs/kWh prop Crores
1 Domestic 3.723 3.729 0.178% 2.153
2 Commercial 4.676 4.678 0.048% 0.230
3 | Industrial Low & Medium 4.388 4438 1.131% |  15.438

Voltage

4 Industrial High Voltage 4.247 4.270 0.546% 15.192
5 Public Lighting 3.300 3.300 0.000% 0.000
6 Railways Traction 5.084 5.084 0.000% 0.000
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7 Agricultural 0.744 0.744 0.000% 0.000
8 Water Works 2.728 2.822 3.439% 5.827
9 Licensees
a) AECo 3.310 3.450 4.380% 16.632
b) SECo 2.700 3.058 13.25% 99.014
c) KPT 3.537 4.375 23.70% 0.137
10 | Total 2.596 2.644 1.847% 154.623

The Commission has examined the proposals of GEB regarding the need
to raise this amount of additional revenue as well as the objections

received from public against tariff revision.

10.2 Tariff Structure for LT consumers

GEB have proposed modifications in the nomenclature for all and
applicability description for some of the tariff categories. However the
Commission is of the view that at this point in time no specific advantage
would be derived by complete change of nomenclature of various tariff
categories, whereas such a change may lead to confusion among the
consumers at least for some time. Moreover modification in the
applicability description without detailed analysis of impact on affected
consumers may lead to consumer grievances. Hence, the Commission
would like to retain the existing tariff nomenclature and structure as it is.
However from the point of view of tariff rationalisation, the Commission

has decided to make necessary changes in the following tariff categories.

The major changes in tariff are highlighted below in Table-81

followed by detailed description of changes category-wise.
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Table-81: Major modifications in Tariff

Item Existing Tariff Approved Change

Night  Time | LTP-IV, LTP-IV(A), HTP-IV (1) Energy charges reduced from 300
Tariff Ps/unit to 225 Ps/unit

(2) Permitted drawl beyond prescribed
hours further relaxed from 5% to 10%

(3) Other parameters of tariff in these

categories remain unchanged

Rural Areas LFD-1 (For Residential premises) | A new category of tariff namely LFD-I

(Rural) has been created in which the

Energy Charges
energy charges have been reduced from
Units Sl each slab by 50 Ps/unit from LFD-I
1-50 270 category. Fixed charges remain the same.
51-100 300 This tariff will be applicable to residential
101-200 360 premises located in areas within Gram
Panchayat as defined in Gram Panchayat
201-300 410 Act.
Above 301 | 470 However they will not apply to villages
Plus which are located within the geographical
. jurisdiction of Urban  Development
Fixed Charges
Authority.

While this tariff reduction may have a revenue implication of the order of Rs.
50 crore per annum for GEB, this will provide relief to majority of rural
population (of Gujarat State) whose electricity consumption is mainly to fulfill
the basic needs of lighting. The other considerations for reduction of rural
domestic tariff include:

(1) The electricity Act, 2003 has provision for facilitation of rural

electrification & supply
(2) 96% of the population in rural areas consumes less than 200 units per

month.
(3) The quality of supply in rural areas is intermittent

All tariff 5% increase in fixed charges only.
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categories This increase will have impact of less than
except AG, 0.2% increase in consumer tariff

SL, ww

LFD-III Educational & other institutions | Energy charges reduced from Rs. 3.60 per

registered with Charity

Commissioner

unit to Rs. 3.00 per unit

Street Lighting
(Renewal &
replacement of
lamps at

labour charges

only)

Done by GEB @ Rs. 1 per lamp

To be done by the owner of Street Light

Street Lighting

4 paise per unit given by GEB to

No rebate

(Rebate for on | local authorities and industrial

& off | estates

operation)

LTP-II1 (Low | Ceiling for contract demand 80 | Ceiling relaxed to 100 KW
Tension KW

industrial load

based on

contract

demand)

HTP-I1 Concession for use of energy | Concession further relaxed from 50 Ps /
during night hours (2200 hours to | unit to 75 Ps/unit
0600 hours) @ 50 Ps/Unit

Licensees GEB has proposed an increase in | The Ahmedabad Electricity Company and

tariff to recover Rs. 154 crores

per annum from the licensees’

tariff

EL-1(A) & EL-1(B)

Surat Electricity Company have strongly
opposed the increases proposed by GEB.
The Surat Citizens Council also opposed
the increase inter alia due to their
consequential impact on consumer tariff in

Surat and Ahmedabad. As such these
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companies have been advised to negotiate
with GEB and submit joint proposal to the

Commission for approval

Research &
Development

HTP-1I(A)

Tariff relief for industrial R & D units
recognized by Department of Scientific &
Industrial Research (Ministry of Science &
Technology) or Government approved R &
D units by change in tariff category from
HTP-11 (A) to HTP-I

Water Works

All Categories

Fixed charges of Rs. 15.75 proposed by
GEB has not been approved by the

Commission

For energy consumption during off-peak
hours, reduction of energy charges by 75
Ps/unit for consumption during 2200 hours
to 0600 hours and 30 Ps/unit
consumption during 1100 hours to 1800

for

hours has been given

Railways

Existing condition:

In case of the permitted load
transfer by GEB for traction
supply
shutdown/ emergency shutdown/

due to  scheduled
failure of supply at GEB sub-
station, etc., excess demand over
the contract demand shall be
rate at

charged at normal

appropriate point of supply.

Proposed condition:

In case of the load transfer for traction
supply due to any reason, excess demand
over the contract demand shall be charged

at normal rate at appropriate point of
supply.

e The discount has been given
irrespective of the fault of GEB or
otherwise

The tariff figures indicated in the tariff schedule at Annexure 17 of this order

are the tariff rates payable by the consumers. The distribution of revenue as
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between GEB and its successor entities can be decided by them while remaining

within the tariff schedule given by the Commission.
In the following sections, the Commission discusses the details of revision in the

tariff structure.

10.2.1 Rate LFD-I (for Residential premises)

The details of the existing Tariff structure are given herebelow:

Existing Tariff

1.0 RATE LFD-I (FOR RESIDENTIAL PREMISES):

At present this tariff applies to services for lights, fans and small electrical
appliances such as refrigerators, cookers, heaters and small motors having
individual capacity not exceeding two BHP attached to domestic appliances in

the residential premises.
@) Single-phase supply (aggregate load upto 6 kW)

(b) Three-phase supply (aggregate load above 6 kW including small
motive power load up to 10 kW).

1.1 Fixed Charges/Month:

(@) | Single Phase Rs.5/- per month
(b) | Three Phase Rs.15/- per month
PLUS

1.2 Energy Charges: For the total monthly consumption:

(@) | First 50 units 270 Paise per Unit
(b) | Next 50 units 300 Paise per Unit
(c) | Next 100 units 360 Paise per Unit
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1.3

(d) | Next 100 units 410 Paise per Unit
(e) | Above 300 units 470 Paise per Unit

Minimum bill (excluding meter charges):

Payment of fixed charges at present are specified in 1.1 above.

If the part of the residential premises is used for non-residential
(commercial) purposes by the consumers located in rural area with
population upto 10,000 as per Census-1991, entire consumption

is presently charged under this tariff.

Changes approved by the Commission

The GEB has proposed to increase the fixed charge of this tariff

category by 5% and same have been approved by the Commission.

The revised fixed charges for this category shall be as under:

Table 82: LFD-I - Revised Fixed Charges/Month:

(@) | Single Phase Rs.5.25 per month

(b) | Three Phase Rs.15.75 per month

There is no change in energy charges for this category of consumers.

It is also decided by the Commission to give some relief in energy

charges to the domestic consumers located in the rural areas. For this a

new category of tariff namely LFD-I (Rural) has been created in which the

energy charges have been reduced from each slab by 50 Ps/KWh from

LFD-I category. Fixed charges remain the same.
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While this tariff reduction may have a revenue implication of the order of
RS. 50 crore per annum for GEB, this will provide relief to majority of rural
population (of Gujarat State) whose electricity consumption is mainly to
fulfill the basic needs of lighting. The other considerations for reduction

of rural domestic tariff include:

e The electricity Act, 2003 has provision for facilitation of rural
electrification & supply

e 96% of the population in rural areas consumes less than 200 units
per month.

e The quality of supply in rural areas is intermittent
Details of this new tariff category are as under-

New Tariff Category

1.0 RATE LFD-I (Rural):

This tariff will apply to services for residential premises located in areas
within gram panchayat as defined in the Gujarat Panchayats Act. However
they will not apply to villages which are located within the geographical

jurisdiction of Urban Development Authority.
(o) Single-phase supply (aggregate load upto 6 kW)

(d)  Three-phase supply (aggregate load above 6 kW including
small motive power load up to 10 kW).

1.1  Fixed Charges/Month:
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(@)

Single Phase

Rs.5.25/- per month

(b)

Three Phase

Rs.15.45/- per month

PLUS

1.2 Energy Charges: For the total monthly consumption:

(@) | First 50 units 220 Paise per Unit
(b) | Next 50 units 250 Paise per Unit
(c) | Next 100 units 310 Paise per Unit
(d) | Next 100 units 360 Paise per Unit
(e) | Above 300 units 420 Paise per Unit

1.3  Minimum bill (excluding meter charges):

Payment of fixed charges as specified in 1.1 above.

If the part of the residential premises is used for non-residential

(commercial) purposes by the consumers located in rural area

located within gram panchayat as defined in the Gujarat Panchayat

Act, the entire consumption will be charged under this tariff.

However they will not apply to villages which are located within the

geographical jurisdiction of Urban Development Authority.

10.2.2 Rate LFD-II (for Commercial premises)

The details of the existing Tariff structure are given here below:

Existing Tariff

2.0 RATE LFD-II (FOR COMMERCIAL PREMISES)
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At present this tariff applies to the services for the purposes specified in
the rate LFD-I in respect of commercial premises, such as shops,

workshops, hotels, restaurants, showrooms, offices, etc., etc.

2.1 Fixed Charges:

For single-phase supply (the aggregate
(@) | load should not exceed 6 kW including
the load of small motors)

For three-phase supply (the aggregate
load above 6 kW including small | Rs.75 per month
motive power load up to 10 kW per | per installation
installation)

Rs.45 per month
per installation

(b)

PLUS

2.2 Energy charges:

(@) | For the first 50 units per month 360 Paise per unit

(b) | For the next 100 units per month | 420 Paise per unit

(c) | For the remaining units per month | 470 Paise per unit

2.3  Minimum Bill (excluding meter charges):

Payment of fixed charges as specified in 2.1 above.

During the hearing, the Indian Medical Association submitted before the
Commission that dispensary or hospitals do not fall in the purview of
commercial establishment and hence for such establishments LFD-II
tariffs should not be applicable instead LFD-I tariffs should be applicable.
The Commission does not agree with this argument of the Indian Medical

Association and is of the view that if a dispensary or hospital is registered
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with the Charity Commissioner then LFD-IIl tariffs would be applicable
but for all other dispensary or hospital, LFD-Il tariffs should be

applicable.

Changes approved by the Commission

The GEB has proposed to increase the fixed charge of this tariff category

by 5% and same have been approved by the Commission. The revised

fixed charges for this category shall be as under:

Table 83: LFD-II - Revised Fixed Charges/Month:

For single-phase supply (the aggregate | Rs.47.25 per

(@) | load should not exceed 6 kW including | month per

the load of small motors) installation

For three-phase supply (the aggregate

load above 6 kW including small RS.78.75 per

(b) . month per
motive power load up to 10 kW per installation

installation)

There is no change in energy charges for this category of consumers.

10.2.3 Rate LFD-III

The details of the existing Tariff structure are given here below:

Existing Tariff

3.0 RATE LFD-llI

This tariff is applicable to the educational and other institutions

registered with the Charity Commissioner.
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(@)

Fixed charges

Rs.25 per month

(b)

Energy charges

360 Paise per Unit

Changes approved by the Commission

The GEB has proposed to increase the fixed charge of this tariff category

by 5% and same have been approved by the Commission. However, with a

view to reduce burden on educational institutes, it is decided to give

relief in energy charges and accordingly energy charges for this category

of consumers reduced from existing rate of Rs. 3.60 per unit to Rs. 3.00

per unit. The revised fixed and energy charges for this category shall be

as under:

Table 84: LFD-IIl - Revised Charges/Month:

(a)

Revised Fixed charges

Rs.26.25 per month

(b)

Revised Energy charges

300 paise per Unit

10.2.4 Rate LTP-I

The details of the existing Tariff structure are given herebelow:

Existing Tariff

4.0 RATE-LTP

This tariff is applicable for motive power services
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4.1 RATELTP-I

This tariff is applicable for aggregate motive power load not

exceeding 125 BHP.

4.1.1.Fixed charges per month:

For an installation having the
contracted load upto 10 BHP

Rs.20 per BHP

For installation having contracted load exceeding 10 BHP:

(i)

For first 10 BHP of contracted

load Rs.20 per BHP
I((i)i;d For next 40 BHP of contracted Rs.35 per BHP
I(:;;L For next 25 BHP of contracted Rs.60 per BHP
(iv) For next 25 BHP of contracted load Rs.90 per BHP

(v) Balance BHP of contracted

load

Rs.140 per BHP

4.1.2 Energy charges:

PLUS

For

(a)

installation having contracted
load upto and including 10 BHP:
For entire consumption during the month

350 Paise per
Unit

For

installation having contracted

(b) | load exceeding 10 BHP: 375 Paise per
For entire consumption during the month | Unit
PLUS
4.1.3 Reactive Energy Charges:
For installation having contracted load of 50 10 Paise  per
BHP and above for all reactive units KVARH P
(KVRAH) drawn during the month
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4.1.4 Minimum bill per installation per month for consumers other than

Seasonal Consumers:

(@)

When contracted load is upto 75 BHP | Rs.100 per BHP

(b)

When contracted load exceeds 75 BHP | Rs.170 per BHP

4.1.5 Minimum Bill Per Installation for Seasonal Consumers

(@)

(b)

()

“Seasonal Consumer”, means a consumer who takes and uses
power supply for ice factory, ice candy machines, ginning
and pressing factory, oil mill, rice mill, huller, salt industry,
sugar factory, khandsari, cold storage plants (including such
plants in fisheries industry), tapioca industries manufacturing
starch, etc.

Any consumer, who desires to be billed for the minimum
charges on annual basis is to intimate to that effect in writing
in advance about the off-season period during which energy
consumption, if any, would be mainly for overhauling of the
plant and machinery. The total period of the off-season so
declared and observed should be not less than three calendar
months in a calendar year.

The total minimum amount under the head “Fixed and
Energy Charges” payable by the seasonal consumer satisfying
the eligibility criteria under sub-clause (a) above and
complying with the provision stipulated under sub-clause (b)
above is be Rs.1200/- per annum per BHP of the contracted
load for the installation having the contracted load upto 75
BHP, and Rs.2000/- per annum per BHP when contracted
load is exceeding 75 BHP.
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(d) The wunits consumed during the off-season period are
charged for at a flat rate of 400 Paise per unit.

(e) The electricity bills related to the off-season period is not
taken into account towards the amount payable against the
annual minimum bill. The amount paid by the consumer
towards the electricity bills related to the seasonal period
only under the heads “Fixed Charges” and “Energy Charges”,
is taken into account while determining the amount of short-
fall payable towards the annual minimum bill as specified
under sub-clause (c) above.

Changes approved by the Commission

The GEB has proposed to increase the fixed charge of this tariff category

by 5% and same have been approved by the Commission. In addition GEB

has also proposed to revise minimum bills for this category. The revised

fixed charges and minimum bills for this category shall be as under:

Table 85: LTP-I - Revised Fixed charges per month:

For an installation having the
contracted load upto 10 BHP

For installation having contracted load exceeding 10 BHP:

Q) For first 10 BHP of contracted load | Rs.21 per BHP
(i) For next 40 BHP of contracted load Rs.36.75 per BHP
(iii)  For next 25 BHP of contracted load Rs.63 per BHP
(iv) For next 25 BHP of contracted load Rs.94.50 per BHP
(v) Balance BHP of contracted load Rs.147 per BHP

Rs.21 per BHP

Table 86: LTP-I -Revised Minimum bill per installation per month

for consumers other than Seasonal Consumers:
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(@) | When contracted load is upto 75 BHP | Rs.105 per BHP

(b) | When contracted load exceeds 75 BHP | Rs.180 per BHP

These is no change in energy charges for this category of consumers

10.2.5 Rate LTP-II

The details of the existing Tariff structure are given here below:

Existing Tariff

RATE LTP-II

4.2.1

At present this tariff is applicable to educational institutions and
research and development laboratories for motive power services
where machines and appliances are primarily used for

demonstration/research purposes only.

Energy Charges

For all units consumed during the month | 400 Paise per Unit

NOTE:

The educational institutions and research laboratories have an
option to either select of the rate LTP-/ with minimum charges or
rate LTP-Il without minimum charges. The option can be exercised
to switch over from LTP-/ tariff to LTP-Il and vice versa twice in a

calendar year by giving not less than one month’s notice in writing.
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There is no change in this tariff category.

10.2.6 Rate LTP-IlI

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE LTP-III

This tariff is applicable to consumers using electricity for motive
power services for minimum contract demand of 20 kW and up to

80 kW at low voltage.

4.3.1 Fixed charges:

@) | For billing demand upto the contract demand
(i)  For first 20 to 40 KW of billing demand Rs.60/- per kW
per month
(i)  Next 20 KW of billing demand Rs.90/- per kW
per month
(iii)  Above 60 KW of billing demand Rs.150 per kW
per month
(b) For billing demand in excess of the contract Rs.200 per kW
demand

PLUS

4.3.2 Energy charges:

For the entire consumption during the
month

395 Paise per Unit

PLUS
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4.3.3 Reactive Energy Charges:

For all the reactive units (KVARH) drawn

during the month 10 Paise per KVARH

4.3.4 Billing Demand

The billing demand is the highest of the following, rounded to the

next full kW:

(@) Eighty-five percent of the contract demand
(b)  Actual maximum demand registered during the month
(c) 20 kw

4.3.5 Minimum Bill

Payment of demand charges every month based on the billing

demand.
NOTE:
(1) This tariff shall be applicable if the consumer so opts
to be charged in place of LTP-I Tariff.
(1) The option can be exercised to switch over from LTP-/

tariff to LTP-Ill tariff and vice versa twice in a calendar
year by giving not less than one month’s notice in
writing.
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(1if) Consumer has to provide metering system in the
event when proper metering system is not provided
by GEB.

(iv) In the event of actual maximum demand exceeds 85
kW more than three occasions during the period of
six months, the consumer has to provide his
distribution transformer at his cost and maintain at
his cost.

Changes approved by the Commission

The GEB has proposed to increase the limit of contract demand for this

category from 80 kW to 100 kW the same has been approved by the

Commission.

The GEB has also proposed to increase the fixed charge of this tariff

category by 5% and same have been approved by the Commission. The

revised fixed charges for this category shall be as under:

Table 87: LTP-IIl - Revised Fixed charges:

(@)

For billing demand upto the contract demand

() For first 20 to 40 kW of billing demand Rs.63 per kw
per month
Rs.94.50 per

(i) Next 20 kW of billing demand KW per month

(iii)  Above 60 kW and upto 100 kW of billing | Rs.157.50 per
demand kW per month
(b) | For billing demand in excess of the contract demand | Rs.200 per KW

These is no change in energy charges for this category of consumers
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10.2.7 Rate LTP-IV

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE LTP-IV

(This tariff is applicable for aggregate motive power load not

exceeding 125 BHP and using electricity exclusively during night

hours from 10.00 PM to 06.00 AM. The supply hours shall be
regulated through time switch to be provided by the consumer at

his cost.)

4.4.1 Fixed Charges per month:

Thirty percent of the fixed charges specified in RATE LTP-I above.

PLUS

4.4.2 Energy Charges:

For entire consumption during the

month 300 Paise per Unit

4.4.3 Reactive Energy Charges:

For contract load of 50 BHP and
above: For all reactive units | 10 Paise per KVARH
(KVARH) drawn during the month

NOTE:
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(i) 5% of total units consumed and 5% of the contract
demand can be availed beyond the prescribed hours
for the purpose of maintenance.

(7i) For the purpose of office lighting, fans etc. the
consumer may apply for a separate connection.

(7if) This tariff shall be applicable if the consumer so opts
to be charged in place of LTP-I tariff by using
electricity exclusively during night hours as above.

(v) The option can be exercised to switch over from LTP-/
tarift to LTP-IV tariff and vice versa twice Iin a
calendar year by giving not less than one month’s
notice in writing

Changes approved by the Commission

As there is very little response from the consumers for this tariff category
option and in order to encourage more consumption during night hours,
the Commission would like to make this tariff category more attractive

and for that it is decided to reduce energy charges by 75 paise per unit.

The revised energy charges for this category shall be as under:

Table 88: LTP-IV - Revised Energy charges:

For entire consumption during the

month 225 Paise per Unit

In view of the difficulties faced by the consumers of this category, the
Commission would like to increase the limit for drawl of power beyond
prescribed hours from 5% of contract demand to 10% of contract demand.
However the limit of energy drawl beyond prescribed hours remains at 5%

of total units consumed during prescribed hours. The Commission would
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also like to make it clear, that in case the consumer is not fulfilling all the
conditions of this tariff category, then such consumer for the relevant

billing period will be billed under tariff category LTP-I.

10.2.8 LTP-IV(A)

The details of the existing Tariff structure are given herebelow:
Existing Tariff
RATE LTP-IV (A)

This tariff is applicable to consumers using electricity for motive
power services for minimum contract demand of 20 kW and upto
80 kW at low voltage and using electricity exclusively during night
hours from 10.00 PM to 06.00 AM. The supply hours shall be
regulated through time switch to be provided by the consumer at

his cost.

4.5.1 Fixed Charges per month:

Thirty percent of the fixed charges specified in RATE LTP-III
above.

PLUS

4.5.2 Energy Charges:

For entire consumption during the
month

300 Paise per Unit

4.5.3 Reactive Energy Charges:

For all reactive units (KVARH) drawn

during the month 10 Paise per KVARH
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NOTE:

(1)

(i)

(iif)

(iv)

5% of total units consumed and 5% of the contract
demand can be availed beyond the prescribed hours
for the purpose of maintenance.

For the purpose of office lighting, fans etc. the
consumer may apply for a separate connection.

This tariff shall be applicable if the consumer so opts
to be charged in place of LTP-Ill tariff by using
electricity exclusively during night hours as above.
The option can be exercised to switch over from LTP-
Il tariff to LTP-IV(A) tariff and vice versa twice in a
calendar year by giving not less than one month’s
notice in writing

Changes approved by the Commission

The GEB has proposed to increase the limit of contract demand for this

category from 80 kW to 100 kW the same has been approved by the

Commission.

As there is very little response from the consumers for this tariff category

option and in order to encourage more consumption during night hours,

the Commission would like to make this tariff category more attractive

and for that it is decided to reduce energy charges by 75 paise per unit.

The revised energy charges for this category shall be as under:

Table 89: LTP-IV(A) - Revised Energy charges:

month

For entire consumption during the

225 Paise per Unit
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In view of the difficulties faced by the consumers of this category, the
Commission would like to increase the limit for drawl of power beyond
prescribed hours from 5% of contract demand to 10% of contract demand.
However the limit of energy drawl beyond prescribed hours remains at 5%
of total units consumed during prescribed hours. The Commission would
also like to make it clear, that in case the consumer is not fulfilling all the
conditions of this tariff category, then such consumer for the relevant

billing period will be billed under tariff category LTP-III.

10.2.9 Rate LT-Water Works

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE WW

This tariff shall be applicable to motive power services used for

water works and sewerage pumping purposes.

5.1 (Type-l) Water works and sewerage pumps operated by other than

local authority:

(a) | Fixed charges per month Rs.15 per BHP

PLUS

(b) Energy charges per month: 340 Paise per Unit
For entire consumption during the month
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The GEB has proposed to increase the fixed charge of this tariff category

by 5%, but the Commission has decided to retain the existing fixed

charges at it is. There is no change in energy charges for this category of

consumers.

5.2 (Type-ll) Water works and sewerage pumps operated by local
authority other than Gram Panchayats and Gujarat Water Supply &

Sewerage Board in Gram Panchayats:

(a) | Fixed charges per month Rs.9 per BHP

PLUS

(b) Energy charges per month:

For entire consumption during the month 320 Paise per Unit

The GEB has proposed to increase the fixed charge of this tariff category

from Rs.9 per BHP to Rs. 15.75 per BHP, but the Commission has decided

to retain existing fixed chargesas it is. There is no change in energy

charges for this category of consumers.

5.3 (Type-lll) Water works and sewerage pumps operated by Gram
Panchayats or Gujarat Water Supply & Sewerage Board for its

installations located in Gram Panchayats:

Energy charges per month:

For entire consumption during the month 230 Paise/Unit
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The GEB has proposed to introduce the fixed charge for this tariff
category, but the Commission has decided to retain the existing

tariff structure without fixed charge for this category of consumers.

5.4 (Type-1V) Water works and sewerage pumps operated by Nagar

Panchayats:

Energy charges per month:

For entire consumption during the month 260 Paise/Unit

The GEB has proposed to replace the word “Nagar Panchayat” with
“Nagar Palikas” and same is allowed by the Commission. However
for GEB’s proposal of introducing the fixed charge for this tariff
category, the Commission has decided to retain the existing tariff

structure without fixed charge for this category of consumers.

There is one issue which has been strongly urged by the municipal
authorities is that the tariffs for water works varies as between Nagar
Panchayat and Municipalities. The energy charge is Rs. 2.60 /kWh for
water works owned by Nagar Panchayat and Rs.3.20/kWh for water works
owned by Municipalities and Municipal Corporations. In recent years,
quite a number of Nagar Panchayats have become Municipalities. These
Nagar Panchayat have strongly pleaded that the rate of Rs. 2.60/kWh
should continue to be applied to them. Other Municipalities have strongly
urged that the rates for water works should be reduced. GEB however has

urged that the energy charge for water works is less than the cost of
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supply and that no further reduction in the applicable tariff should be

made.

We considered the issue carefully. Water supply is one of the primary
functions of the Municipal Authorities. It is true that the Electricity Act,
2003 and the Gujarat Act mandate that electricity tariff should be based
on commercial principles and that the tariff should progressively move
towards cost of supply. While taking cognisance of these provisions, the
Commission notes that the subsidy applicable to Gram Panchayat / Nagar
Panchayat was withdrawn sometime back. As such at least during the
transition phase a limited relief to municipal authorities for meeting such
a prime need as water supply can be considered. It can be readily seen
that the proposed relief would not have much material impact on the

finances of GEB.

In view of the above and to encourage working of pumping stations
during off-peak hours, the Commission would also like to introduce
rebate for off-peak hour consumption. Details of rebate given here

below:

Changes approved by the Commission

Time of Use Discount:

Applicable to all the type of water works consumers having Contract
Demand or Actual Demand of 50 HP and above for the Energy

consumption during the Off-Peak Load Hours or night hours of the Day.
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Table 90: WW- ToU Discount

For energy consumption during the off-peak
period, viz., 1100 Hrs to 1800 Hrs

For energy consumption during night hours, viz.,
2200 Hrs to 0600 Hrs- next day

30 Paise per Unit

75 Paise per Unit

10.2.10 Rate AG (Agricultural)

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE-AG (AGRICULTURAL)

This tariff is applicable to motive power services used for irrigation

purposes only.
6.1 The rates for following group are as under:

6.1.1 HP Based Tariff:

For entire contracted load Rs.140/BHP/month

ALTERNATIVELY

6.1.2 Metered Tariff:

Fixed Charges Rs.10 per BHP per month

Energy Charges:
For entire consumption

50 Paise per Unit per month

6.1.3 Tatkal Scheme:

Fixed Charges Rs.10 per BHP per month

Energy Charges:
For entire consumption

70 Paise per Unit per month
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6.2

NOTE: The consumers under Tatkal Scheme shall be eligible for
normal metered tariff as above, on completion of five years period

from the date of commencement of supply.

No machinery other than pump for irrigation of water is permitted
under this tariff. Any other machinery connected in the installation
governed under this tariff is charged separately at appropriate tariff

for which consumers have to take separate connection.

GEB has proposed to retain existing tariff rates and structure as it
is and the Commission is also of the same view. Hence, the

existing tariff rates and structure for this category remains as it is.

10.2.7]1 Rate SL- (Street Light)

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE SL (STREET LIGHTS)

7.1

Tariff for Street Light for Local Authorities and Industrial Estates:

This tariff includes the provision of maintenance, operation and

control of the street lighting system.

7.1.1 Energy Charges:

For all the units consumed during the month:
For streetlights operated by industrial estates
and local authority

330 Paise
per Unit
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7.1.2

7.1.3

7.1.4

7.2

7.2.1

7.2.2

Rebate:

The rebate at four paise per unit consumed during the month is

allowed, if switching “On” and “Off” operations is carried out by the

consumer with the prior permission of GEB.

Minimum Charges:

The minimum energy consumption is prescribed for consumer with
more than 50 street lights within a village or an industrial estate, as
the case may be, as equivalent to 2200 units per annum per kilo

watt of connected load during the year.

Renewal and Replacements of Lamps:

The consumer should supply the necessary lamps of correct
wattage for replacing the burnt out lamps and GEB should arrange
to replace those lamps on charging the consumer Rs. 1 per

incandescent lamp.

Tariff for power supply for street lighting purposes to consumers

other than the local authorities and industrial estates:

Enerqgy charges:

For all units consumed during the

month 330 Paise per kwWh

Minimum Charges:
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Rs.3 per month per fixture

7.2.3 Renewal and Replacement of Lamps:

The consumer should arrange for renewal and replacement of lamp
at his cost by person authorised by him in this behalf under Rule-3

of the Indian Electricity Rules, 1956.

7.2.4 Maintenance other than Replacement of Lamps:

Maintenance of the street lighting system shall be carried out by

GEB.

Changes approved by the Commission

For this category GEB has proposed that the renewal and
replacement of lamps should be done by owner of street lights and

not by GEB and the same has been considered justifiable and

approved by the Commission. Similiarly Rebate of four paise per

unit for the consumers carrying out operation of switching “On”

and “OFF” with prior permission of GEB, will not be applicable now.

There is no change in energy charges for this category of consumers.

10.2.12 Rate TMP (Temporary)

The details of the existing Tariff structure are given herebelow:
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Existing Tariff

RATE TMP (TEMPORARY):

This tariff is applicable to services for temporary supply at the low

voltage.

8.1 Energy Charges:

For the supply used for the purposes stipulated in respective tariff

for permanent supply:

(@) | Rate LFD-I (for residential premises) gilisse/Unit

(b) | Rate LFD-II (for non-residential premises) g;iose/Unit

©) Rat(_e I__FD-III (for educational and other 47_0 .
institutions) Paise/Unit

(d) | Rate LTP-I, LTP-Il and LTP-11I giiose/Unit

8.1.2 Minimum charges:

(@) | For the purpose stipulated in LFD: Rs.20 per day

(b) | For the purpose stipulated in Rate LTP-I ;Esr'zrggntﬁer BHP

(c) | For the purpose stipulated in Rate LTP-I1II rlfwsc;ﬁtth per KW per

NOTE: Payment of bill is to be made within seven days from the
date of issue of the bill. Supply would be disconnected for non-

payment of dues on 24 hours notice.

There is no change in this tariff category.
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10.3 Delayed Payment Charges for LT consumers

No delayed payment charges are levied if the bill is paid within ten days

from the date of billing (excluding the date of billing).

Delayed payment charges are levied at the rate of 1.5% per month or part
thereof (upto the time of ultimate disconnection of supply) in case of all
LT consumers except Agricultural category and for the period from the
date of permanent disconnection, the delayed payment charges is levied
at the rate of 1.25%. Delayed payment charges will be levied at the rate of
1% per month or part thereof for the consumer governed under Rate AG
from the date of billing till the date of payment if the bill is paid after ten

days from the date of billing.
For Government dues, the delayed payment charges is levied at the rate

provided under the relevant Electricity Duty Act.

10.4 Tariff Structure for HT consumers

In the following sections, the Commission discusses the proposed tariff

proposal in detail for each HT category and the tariff structure.

10.4.1 Rate HTP-I

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE HTP-I:
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This tariff is applicable for supply of electricity to HT consumers
contracted for 100 kVA and above for regular power supply and

requiring the power supply for the purposes not specified in Rate

HTP-11(A) and HTP-II(B).

10.1 Demand Charges:

10.1.1 For billing demand upto contract demand:

(a) | For first 500 KVA of billing demand | <582 Per KVA per

month
(b) | For next 500 kVVA of billing demand rF;Zrl]tzho per kVA per
(c) | For next 1500 kVA of billing demand rF;Zrlfho per kVA per

(d) For billing demand in excess of 2500 | Rs.205 per kVA per
kVA month

10.1.2 For Billing Demand in Excess of Contract Demand:

For billing demand in excess over | Rs.335 per kVA per
the contract demand month

PLUS

10.2 Energy Charges:

For entire consumption during the month

(@) | Upto 1000 kVA contract demand 380 Paise per Unit
(b) For 1001 kVA to 2500 kVA contract 400 paise per Unit
demand
(c) | Above 2500 kVA contract demand 410 Paise per Unit
PLUS

10.3 Time of Use Charges:
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10.4

10.5

10.6

10.7

(These charges is levied from a consumer having contract demand

or actual demand of 500 kVA and above):

For energy consumption during the two peak
periods, viz., 0700 Hrs to 1100 Hrs and 1800 Hrs | 75 Paise per Unit
to 2200 Hrs

Billing Demand:

The billing demand is the highest of the following:
(a) Actual maximum demand established during the month
(b) Eighty-five percent of the contract demand

(c) One hundred kVA

Minimum Bills:

Payment of “demand charges” based on kVA of billing demand.

Lighting and Non-Industrial Loads:

The consumption of lights and fans and other non-industrial loads
of the factory building as also the consumption of creche,
laboratory, stores, time keeper’s office, yards, watch and ward, first
aid centres, and dispensaries during a month registered at the
main meter on HT side is charged at the energy charges specified

above.

Power Factor:
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10.7.1

10.7.2

10.8

(@)

(b)

Power Factor Adjustment Charges:

The power factor adjustment charges are levied at the rate of
1% on the total amount of electricity bills for the month
under the head “Demand Charges” and “Energy Charges” for
every 1% drop or part thereof in the average power factor
during the month below 90% upto 85%.

In addition to the above clause, for every 1% drop or part
thereof in average power factor during the month below 85%
at the rate of 2% on the total amount of electricity bill for that
month under the head “Demand Charges” and “Energy
Charges”, will be charged.

Power Factor Adjustment Rebate:

If the average power factor of the consumer’s installation in any

month is above 95%, the consumer is entitled to a rebate at the

rate of 1% in excess of 95% power factor on the total amount of

electricity bill for that month under the head “Demand Charges”

and “Energy Charges”, for every 1% rise or part thereof in the

average power factor during the month above 95%.

Meter Charges:

The meter charges per month are chargeable at the rate of Rs.750

per meter.

10.9 Electricity Duty and Tax on Sale of Electricity:
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Electricity Duty and tax on sales of electricity is collected in
accordance with the rates prescribed by the Government from time
to time. The consumer shall make separate metering arrangement
for segregation of energy consumption wherever necessary for the

purpose of levying electricity duty at different rate.

10.10 Maximum Demand and its Measurement:

The maximum demand in kW or kVA, as the case may be, means an
average KW/KVA supplied during consecutive 30 minutes period of
maximum use where such meter reading directly the maximum

demand in KW/KVA have been provided.

10.11 Contract Demand:

The contract demand means the maximum KW/KVA for the supply,
of which the supplier undertakes to provide facilities from time to

time.

10.12 Rebate for Supply at EHV:

On Energy charges: Rebate @
(@) | If supply is availed at 33/66 kV 0.5%
(b) | If supply is availed at 132 kV and above | 1.0%

10.13 Concession for Use of Electricity during Night Hours:
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For the consumer eligible for using supply at any time during 24
hours, entire consumption is billed at the energy charges specified
above. However, the energy consumed during night hours of 10.00
PM to 06.00 AM next morning (recorded by a polyphase meter
operated through time-switch) as is in excess of one third of the
total energy consumed during the month, is eligible for concession
at the rate of 50 Paise per unit. The polyphase meter and time
switch is procured and installed by the consumer at his cost and

sealed by the GEB.

10.14 Seasonal Consumers taking HT Supply:

10.14.1 The expression, “Seasonal Consumer”, means a consumer
who takes and uses power supply for ice factory, ice-candy
machines, ginning and pressing factory, oil mill, rice mill, salt
industry, sugar factory, khandsari, cold storage plants (including
such plants in fishery industry), tapioca industries manufacturing

starch, pumping load or irrigation, etc.

10.14.2 A consumer, who desires to be billed for minimum charges
on annual basis, should intimate in writing in advance about the
off-season during which energy consumption, if any, is mainly for
overhauling of the plant and machinery. The off-season period at
any time is a full calendar month/months. The total period of off-
season so declared and observed should not be less than three

calendar months in a calendar year.
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10.14.3 The total minimum amount under the head “Demand and
Energy Charges” payable by a seasonal consumer satisfying the
eligibility criteria under sub clause 10.14.1 above and complying
with provisions stipulated under sub clauses 10.14.2 above is

Rs.4000/- per annum per kVA of the billing demand.

10.14.4 The billing demand is the highest of the following:

The highest of the actual maximum demand registered during the

calendar year.

(@) Eighty-five percent of the arithmetic average of contract
demand during the year.

(b) One hundred kVA.

10.14.4 Units consumed during the off-season period are charged for

at the flat rate of 415 Paise per unit.

10.14.5 Electricity bills paid during off-season period are not to be
taken into account towards the amount payable against the annual
minimum bill. The amount paid by the consumer towards the
electricity bills for seasonal period only under the heads “Demand
Charges” and “Energy Charges” are taken into account while

determining the amount payable towards the annual minimum bill.

10.15 Delayed Payment Charges:

No delayed payment charges if the bill is paid within ten days from

the date of billing.
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Delayed payment charges are payable at the rate of 1.5% per month
on Board charges upto the time of ultimate disconnection of
supply and at the rate of 1.25% per month from the date of

permanent disconnection.

For Government dues, the delayed payment charges are levied at

the rate provided under the relevant Electricity Duty Act.

Changes approved by the Commission

Table

10.1.1

The GEB has proposed to rename this category as “HV-I Industries”
and also proposed to modify applicability of this category only for
manufacturing industries. The Commission is of the view that
existing Tariff category HTP -l should be continued as it is
including its applicability descriptions as explained earlier.
However, as proposed by GEB the demand charge is increased by 5
% for this tariff category. Revised Demand Charges of this category

shall be as under.
91: HTP-I - Revised Demand Charges:

For billing demand upto contract demand:

(@) | For first 500 kVA of billing demand rF:%ESHZS per KVA per

(b) | For next 500 kVA of billing demand | K510 Per KVA - per

(c) | For next 1500 kVA of billing demand E%rll'?hg per KVA per

(d) For billing demand in excess of 2500 | Rs.215.25 per kVA per
kVA month
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There is no change in energy charges for this category of

consumers.

In order to encourage consumption during night hours, it is
decided to make the concession for use of electricity during night

hours more attractive and so it is now fixed at 75 paise per unit.

In view of the difficulties faced by the consumers engaged in
Research & Development activities, It has also been decided by the

Commission to cover recognised R & D units in HTP-I category.

Research Development Units recognised by the Ministry of Science
and Technology, Department of Scintific & Industrial Research and

Government, shall pay at HTP-I rates.

10.4.2 Rate HTP-II A

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE HTP-II (A)

Applicability: This tariff is applicable for supply of energy to HT
consumers contracting for 100 KVA and above, requiring power
supply for Railways (other than Railway Workshops chargeable
under Rate HTP-1 and Railway Traction), hotels, amusement parks,
resorts, water parks, military installations, aerodromes, cinemas,

auditoriums, banks, studios, offices, film production, etc.,
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requiring and given separate point of supply and such other

establishments as may be approved from time to time.

11.1 Demand Charges:

(a) | For billing demand upto contract demand:

(1) E?[)Iﬂﬁ]tg %joe?r?arl:(\j/A Rs.150 per kVA per month
For billing demand

(i) in excess of 1000 | Rs.225 per kVA per month
KVA

Rs.360 per kVA per month for
billing demand in excess over
the contract demand

PLUS

For billing demand in
excess of contract demand

(b)

11.2 Enerqgy Charges:

For all units consumed during the month | 410 Paise per Unit

PLUS

11.3 Time of Use Charges:

(These charges is levied from a consumer having contract demand

or actual demand of 500 kVA and above):

For energy consumption during the
two peak periods, viz., 0700 Hrs to | 75 Paise per Unit
1100 Hrs and 1800 Hrs to 2200 Hrs

11.4  Billing demand 3\
11.5  Minimum bill

11.6  Power factor Same

11.7  Meter charges as per
11.8  Electricity Duty and tax on sale of electricity > HTP-I

11.9 Maximum demand and its measurement Tariff
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11.10 Contract demand
11.11 Rebate for supply at EHV

11.12 Delayed payment charges

Changes approved by the Commission

The GEB has proposed to rename this category as “HV-Il Non
Manufacturing Industries (NMI)” and also proposed to modify
applicability description of this category. The Commission is of the
view that existing Tariff category HTP-1I(A) should continued as it
is including its applicability descriptions as explained earlier, but
the Commission would like to delete the word “Military

installations” from the existing tariff description.

As proposed by GEB the demand charge is increased by 5 % for this
tariff category. Revised Demand Charges of this category shall be

as under.

Table 92: HTP - IIA - Revised Demand Charges:

(a) | For billing demand upto contract demand:

: For first 1000 kVA

(1) of billing demand Rs.157.50 per KVA per month
For billing demand

(ii) in excess of 1000 | Rs.236.25 per kVA per month
kVA

There is no change in energy charges for this category of consumers.

10.4.3 Rate HTP-IIB

The details of the existing Tariff structure are given herebelow:

Existing Tariff
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RATE HTP-II(B):

Applicability: This tariff is applicable for supply of energy to HT
consumers contracting for 100 kVA and above, requiring power
supply for residential colonies, townships, cantonments and
educational institutions governed by the government, requiring and

given separate point of supply.

12.1 Demand Charges:
(@) For entire billing demand Rs.110 per KVA per month
(b) For billing demand in excess of Rs.350 per kVA per month
contract demand
PLUS
12.2 Energy Charges:
For all units consumed during the ) )
360 Paise/Unit
month
PLUS
12.3 Time of Use Charges:
These charges is levied on a consumer having contract demand or
actual demand of 500 kVA and above:
For energy consumption during the two peak
periods, viz., 0700 Hrs to 1100 Hrs and 1800 Hrs | 75 Paise per Unit
to 2200 Hrs
12.4  Billing Demand \
125  Minimum Bill
12.6  Power Factor Same as
\
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12.7  Meter Charges per HTP-I
12.8  Electricity Duty and Tax on Sale of Electricity ~ Tariff
129  Maximum Demand and its Measurement

12.10 Contract Demand

12,11 Rebate for supply at EHV

12.12 Delayed Payment Charges

Changes approved by the Commission

The GEB has proposed to rename this category as “HV-I
Residential & Townships” and also proposed to modify applicability
description of this category. The Commission is of the view that
existing Tariff category HTP-II(B) should continued as it is
including its applicability descriptions as explained earlier, but the
Commission would like to replace the word “cantonments” with
“Defence Establishments (Establishments under the Armed Forces
and the Ministry of Defence, other than the units of public sector
undertakings under the Ministry of Defence)” in the existing tariff

description.

As proposed by GEB the demand charge is increased by 5 % for this
tariff category. Revised Demand Charges of this category shall be

as under.

Table 93: HTP - 1IB - Revised Demand Charges:

Rs.111.50 per kVA per

(a) For entire billing demand month

There is no change in energy charges for this category of consumers.

278



Gujarat Electricity Regulatory Commission

10.4.4  Rate HTP-III

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE HTP-III:

This tariff is applicable to a consumer taking supply of electricity at
high voltage, contracting for not less than 100 kVA for temporary
period. A consumer not taking supply on regular basis under a
proper agreement is deemed to be taking supply for temporary

period.

13.1 Demand Charges:

For billing demand upto contract demand rF;SC;::'?hO per KVA per
For billing demand in excess of contract | Rs.500 per kVA per
demand month
PLUS
13.2 Energy Charges:
For all units consumed during the month 620 Paise per Unit
PLUS

13.3 Time of use charges:

(These charges is levied from the consumer who is having

contracted demand or actual demand of 500 kVA and above).
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13.4

13.5

13.6

13.7

13.8

13.9

13.10

Additional charge for the energy consumption
during two peak periods, i.e., 07.00 Hrs to 11.00 | 75 Paise per Unit

Hrs and 18.00 Hrs to 22.00 Hrs.

Billing Demand:

Minimum Bill:

Maximum demand and its measurement.
Meter Charges:

Electricity duty and tax on sale of electricity
Contract demand

Delayed payment charges

Changes approved by the Commission

Same as per
} HTP-I

Tariff

The Commission would like to retain the name and description of this

tariff category as it is, but the demand charges increased by 5% as

proposed by the GEB. Revised demand charges for this category shown as

under:

Table 94: HTP - Ill - Revised Demand Charges:

For billing demand upto contract demand

Rs.420 per KVA per
month

There is no change in energy charges for this category of consumers.

10.4.5 Rate HTP-IV

The details of the existing Tariff structure are given herebelow:
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Existing Tariff

RATE HTP-IV

14.1

14.2

14.3
14.4
145
14.6

147

This tariff is applicable for supply of electricity to HT consumers
contracted for 100 kVA and above for regular power supply and
requiring the power supply for the purposes not specified in Rate
HTP-II(A) and HTP-II(B); and consumer opting to use electricity
exclusively during night hours from 10.00 PM to 06.00 AM next

day.

Demand Charges:

Thirty percent of the demand charges specified in Rate
HTP-I

PLUS

Energy Charges:

For all units consumed during _ _
300 Paise per Unit

the month
Billing demand \
Minimum bill

Power factor
Meter charges As per

Electricity duty and tax on sale of Electricity > Rate
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14.8  Maximum demand and its measurement HTP-I
14.9  Contract demand
14.10 Rebate for supply EHV

14.11 Delayed payment charges

NOTE:

(1) 5% of total units consumed and 5% of the contract
demand can be availed beyond the prescribed hours
for the purpose of maintenance.

(7i) For the purpose of office lighting, fans etc. the
consumer may apply for a separate connection.

(1ii) This tariff shall be applicable if the consumer so opts
to be charged in place of HTP-I tariff by using
electricity exclusively during night hours as above.

(iv) The option can be exercised to switch over from HTP-
| tariff to HTP-IV tariff and vice versa twice in a
calendar year by giving not less than one month’s
notice in writing

Changes approved by the Commission

In order to encourage consumption during night hours, the Commission
would like to make this tariff category more attractive and for that it has

been decided to reduce energy charges by 75 paise per unit. The revised

energy charges for this category shall be as under:

Table 94: HTP - IV - Revised Energy Charges:

| For all units consumed during the month | 225 Paise per Unit |
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In view of the difficulties faced by the consumers of this category, it has
been decided to increase the limit for drawl of power beyond prescribed
hours from 5% of contract demand to 10% of contract demand. However
the limit of energy drawl beyond prescribed hours remains at 5% of total
units consumed during prescribed hours. The Commission would also
like to make it clear, that in case the consumer is not fulfilling all the
conditions of this tariff category, then such consumer for the relevant

billing period will be billed under tariff category HTP-I.

10.4.6 Rate Railway Traction

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE - RAILWAY TRACTION:

This tariff is applicable for power supply to Railway Traction at 132 kV.

15.1 Demand Charges:

(a) For billing demand upto the contract demand Rs.160 per kKVA
per month

(b)For billing demand in excess of contract demand | 5400 Per KVA
per month

NOTE: In case of the permitted load transfer by GEB for traction
supply due to scheduled shutdown/emergency shutdown/ failure
of supply at GEB sub-station, etc., excess demand over the contract
demand shall be charged at normal rate at appropriate point of
supply.

PLUS

15.2 Enerqgy Charges:
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For all units consumed during the month | 455 Paise per Unit

15.3  Power Factor:

154  Meter charge )
155  Billing Demand

15.6  Contract demand

15.7  Minimum bill } As per HTP-I Tariff
15.8  Maximum demand

15.9  Delayed Payment Charges

15.10 Rebate for supply at EHV )

The Commission has decided to continue the existing tariff

category as it is. However in view of the representation received

from the Railway authority, it is decided that for the traction

supply, excess drawl than the contacted demand for any reason

shall be charged at normal rate.

10.4.7 EL-1(A)(Grid Tariff)

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE EL-I (A) (GRID TARIFF):

This tariff is applicable to licensees and sanction holders permitted

to supply power to public.

16.1 Demand Charges:

| (a) | For billing demand upto the contract | Rs.90 per KVA per month |
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demand of billing demand
For billing demand in excess of the | Rs.300 per kVA per
(b)
contract demand month
PLUS

16.2 Enerqy charges:

For all units consumed during the month 320 Paise per Unit

PLUS

16.3 Time of Use Charges:

Additional charge for the energy consumption
during the two peak periods, i.e., 07.00 Hrs to
11.00 Hrs and 18.00 Hrs to 22.00 Hrs in respect | 40 Paise per Unit
of licensees/sanction holders having contract
demand of 500 kVVA and above.

16.4 Billing Demand:

The billing demand is the highest of the following:
16.4.1 Actual maximum demand established during the month.

16.4.2 Sixty percent of the contract demand

16.5 Minimum Bill:

Payment of demand charges based upon the kVA of billing

demand.

16.6 Power Factor Adjustment:
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The licensee should maintain an average power factor of not less
than 85% in any month. Should the power factor drop below 0.85,
it should be brought to this value as soon as desired by GEB by
means of methods approved by the supplier, failing which the

supply may be discontinued.

16.7 Meter charge:

The meter charge is chargeable at Rs.750/- per month for HT

metering equipment.

16.8 Delayed payment charges:

16.8.1 No delayed payment charges, if the bill is paid within fifteen

days from the date of billing.

16.8.2 Delayed payment charges are payable at the rate of 2% per
month from the date of billing till the date of payment, if the bill is

paid after 15 days from the date of billing.

16.8.3 The above delayed payment charges does not take away the
right of disconnecting the supply for non-payment of the bills,

electricity duty and other charges due to GEB.

16.9 Contract demand:

Contract demand means the maximum kW / kVA for the supply of
which the supplier undertakes to provide facilities from time to

time.
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16.10 Maximum Demand:

Maximum demand means the average KW/KVA supplied during the

consecutive 30 minutes period of maximum use.

Changes approved by the Commission

The GEB has proposed to split this tariff category as “Rate EL-1(A)
for A. E. Company” and “Rate EL-1(A) for Kandla Port Trust and

other Licenses”.

For Rate EL-1(A) for A. E. Company, GEB has submitted that the

existing and proposed Energy Charges as follows:

Table-96:EL-1(A) - Revised Energy Charges

Existing Proposed
Threshold consumption 328 MU 575 MU
Upto threshold consumption 320 Paise per Unit | 320 Paise per Unit

100 MU above threshold consumption | 275 Paise per Unit | 290 Paise per Unit

Next 100 MUs 275 Paise per Unit | 270 Paise per Unit

Next 100 MUs 275 Paise per Unit | 240 Paise per Unit

The GEB has proposed to increase Time of Use charges from

existing level of 40 paise per unit to 55 paise per unit.

The GEB has also proposed to consider Billing Demand as 90% of
the Contract Demand of each receiving point instead of 65% as per

special arrangement.
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The AEC in their written submission to the Commission on 24th

May, 2004 have stated as follows-

“ AEC has sought certain information and clarifications vide its

rejoinder dated 15" December 2003 in connection with GEB’s

proposal of annual revenue requirement registered under Case

No.292/2003  but till date GEB _has not _ furnished

information/clarifications to AEC such as:

a) The detailed calculation and component wise break up of Rs
16.63 crores additional burden proposed to be imposed on
AEC.

b) Details of “cost to serve” at different levels i.e. EHV, HV and
LV for the period 2000-01 to 2003-04. Also no data for the
year 2004-05 (projections) are provided by GEB.

¢) Audited accounts and actual data for the year 2000-01 to
2002-03.

d) Actual data for 2003-04.

e) Projections for 2004-05.

f) Impact of regulatory assets on Tariff for the consumers in
coming years.

g) Treatment of unrecovered amount of regulatory assets in
next five years as envisaged by GEB for amortization of the

same in next five years.
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Without such information/clarifications, it is not feasible to

understand and comment on the reasonability and necessity of the

proposed tariff revision and AEC is not in a position to file its

further submission and present its case before the Hon’ble

“°

Commission.

‘Apart from the above submission, AEC would like to appraise the
Hon’ble Commission about AEC’s Petition No.121/2003 which is
still pending before the Hon’ble Commission for the approval of
special arrangement for Procurement of Power by AEC from GEB.

The brief summary of the case is enumerated below:

/. AEC filed a petition on 4/3/03 for drawl of energy after
1/4/03 from GEB on the same terms and conditions as
agreed for 2002-03.

2. First hearing was conducted on 24/3/03 and the Hon’ble
Commission in its oral order dated 24/3/03 asked both the
parties to review the agreement and come to an amicable
conclusion.

3. AEC filed further submission on 17/4/04.

4. The Hon’ble Commission in its order dated 28/4/03
directed the parties to actively continue the discussion with a

view to reach a new agreement. The Hon’ble Commission
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also directed GEB to raise the monthly bill provisionally as
per the 2002-03 agreement.

AEC held number of discussions with GEB officials, including
at the highest levels, to arrive at mutually acceptable solution
for this.

GEB filed the proposed Power Purchase Arrangement before
the Hon’ble Commission on 26/12/03.

Since the GEB petition was not reflecting the full
understanding between the parties, AEC advised GEB, vide its
letter of 31/12/03, for making the appropriate
changes/clarifications in its filing and also filed its
submission before the Hon’ble Commission requesting for
the approval of the proposed power purchase arrangement
between both the parties after incorporating the said
changes.

During the course of hearing on It January 2004, GEB had
acknowledged that there was no cap of 750 MUs on the
import. We believe that the Hon’ble Commission also took
note of the same.

However, since no agreement could be reached on all the
issues, the Hon’ble Commission directed both the parties to

further discuss the matter and reach to a conclusion. GEB
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was directed to submit the mutually agreed revised proposal
within few days.
10. The effective rate, on a total import of 750 MUs on the
principles enumerated by GEB in its petition works out to Rs,
3.45 / unit. Considering the current T & D loss of 16.68 %,
the effective cost of purchase of power from GEB would be
Rs. 4.15 per unit, while the average realization per unit of
AEC is Rs.3.75 per unit, which means that for every unit
purchase from GEB, AEC would incur a loss of 40 paise per
unit. Assuming purchase of 750 M.U. in a year, the total loss
works out to be approximately Rs. 30 crores per annum.
Even due to various factors such as availability of Gas to the
industries located in the licensed area of AEC the sale to H.T.
consumer, where the realization is highest, is getting diverted and
this would mean that the average realization of AEC would get
adversely affected. AEC is in fact under tremendous pressure to be
more competitive and economical to its consumers. Under the
circumstances any increase in the cost of power purchased by AEC

would severely impact its position and working.

In this broad picture, both AEC and GEB are still making efforts to
come to a mutually acceptable solution to the whole issue. Hence it

/s our earnest request to the Hon’ble Commission to give us one

291



Gujarat Electricity Regulatory Commission

more opportunity to resolve the matter and give us some more

time, say till the 4th of June 2004 to come to an understanding.”

"AEC humbly request the Hon’ble Commission that irrespective of
the outcome of the hearing and considered judgments and rulings
on GEB’s petitions that, if any burden which may fall on AEC,
should automatically, simultaneously and concurrently be

permitted to be passed on to its consumers”

In the light of above submission made by AEC and the fact that AEC
is a bulk purchaser of power for resale, the Commission would like
to advise both AEC and GEB to arrive at mutually agreed tariff for
‘EL-1(A) for A. E. Company’ category and file the tariff agreement
with the Commission on or before 31st August 2004; failing which
the Commission will determine the tariff. No request for extention
of the aforesaid date will be entertained. In their aforesaid
submission the AEC has requested the Commission to be permitted
to pass on any burden arising out of revision of GEB grid tariff to
the AEC consumers. Accordingly in case AEC reaches an agreement
with GEB for revision of tariff, AEC may also submit its proposal to

the Commission for revised tariff for AEC consumers.
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For Rate EL-1(A) for Kandla Port Trust and other Licensees, the GEB
has proposed to increase Demand Charges for this tariff category

as under and the Commission has agreed to same.

Table 97: EL-1(A) for Kandla Port trust & Other Licensees - Revised

Demand Charges:

(a) For billing demand upto the contract | Rs.100 per kVA per
demand month of billing demand
For billing demand in excess of the | Rs.330 per kVA per
(b)
contract demand month

10.4.8  EL-1(B) (Grid Tariff)

The details of the existing Tariff structure are given herebelow:

Existing Tariff

RATE EL-I (B) (Grid Tariff):

17.2

This tariff is applicable to non-generating distributing licensees
and sanction holders having aggregate contract demand of 100

MVA and above, and permitted to supply power to public:

Energy Charges:

\ For entire consumption during the month | 270 Paise per Unit

Power factor adjustment )
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17.3
174
175

17.6

16.1

Meter charges Same as per
Delayed payment charges EL-1 (A) (Grid Tariff)
Contract demand

Maximum Demand

The GEB has proposed to rename this category as “HV-VIII
(Licensee)”. As per GEB’ proposal the modified description of this

tariff category as follows:

“This Tariff Rate is applicable to the Licensees permitted supply
Energy in any specified Area and Sanction Holders for supplying
Energy to the public in accordance with the Terms and Conditions of
the respective License and / or Sanction. In both the cases, the
supplying Company shall not be a Generating Company. The
aggregate Contract Demand in any case should not be less than 100

MVA”.

The details of existing and proposed tariff rates for this category are

as under:
Demand Charges:
Existing Proposed
(a) For billing demand upto i Rs.90 per kVA per month
the contract demand of billing demand

For billing demand in
(b) | excess of the contract -
demand

Rs.300 per KkVA per
month

PLUS
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16.2 Enerqy charges:

Existing Proposed

For all units consumed during the | 270 Paise per | 285 Paise per
month Unit Unit

PLUS

16.3 Time of Use Charges:

Existing | Proposed

Additional charge for the energy consumption
during the two peak periods, i.e., 07.00 Hrs to -
11.00 Hrs and 18.00 Hrs to 22.00

40 Paise per
Unit

Changes approved by the Commission

1. The change in nomenclature of the tariff category (as proposed by

GEB) has not been approved.

2. The SEC have, in their written submission dated 20-05-2004 to the

Commission, have in para-9 stated as follows-

‘Simultaneous implementation

In the remote and unlikely event of the Hon’ble Commssion
deciding to grant even a small percentage of the proposed overall

revision of tariff, the Hon;ble Commission may be pleased:

7o revise SEC’s tariff to its consumers pari passu to GEB’s

tariff rate revision to SEC, and

To direct that the implementation date of the GEB’s tariff to

SEC and that of SEC to its consumers be the same”
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Since SEC is also a bulk purchaser of power (for resale) from GEB, the
Commission would like to advise both SEC and GEB to arrive at a
mutually agreed tariff for EL-1 (B) category and file the tariff
agreement with the Commission on or before 31st August 2004,
failing which the Commission will determine the tariff. No request for
extention of the aforesaid date will be entertained. The SEC may also
submit its proposal to the Commission for revised tariff for SEC

consumers.

10.5 Special Incentive Scheme for HTP | and HTP-II(A)

HTP-1 and HTP-II(A) consumers drawing power at HT voltage is eligible to
avail for incentives under this Special Incentive Scheme being approved
by the Commission. The details of this Special Incentive Scheme are as
follows:

(e)  Qualifying Criteria

1. Connection in operation for at least one year without any break
for any reason

2. Discounts on incremental consumption only as recorded during
the reference year (FY 2004-05) in context of base year (FY
2003-04).

3. This scheme is applicable during the period June 1, 2004 upto
March 31, 2005. The discount shall be computed and given
adjustment, after completion of the Scheme period, in the bill of
April 2005.

4. The benefit of this incentive scheme is available to those
consumers who have no outstanding arrears to their account as
on the date of giving discount. This implies that there should
not be any outstanding against the consumer on April 30, 2004,
the date on which the discount is to be credited to consumer’s
account.
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Discount

@

5. 7.5% discount for incremental energy consumption of upto 5%

above base consumption

6. 12.5% discount for incremental energy consumption above 5%
and upto 10%, above base consumption
7. 15% discount for incremental energy consumption 10% above

base consumption

10.6 Special Tariff Rates

Some Special Tariff Rates for a few consumers as mentioned in the Table

below are in existence. GEB has proposed to terminate the same and

apply the appropriate tariff categories defined by the Commission.

Table 98: Special Tariff rates:

Sr. Name of the Consumer(s) Tariff applied Basis
No.
1. | Miroli Piyat Sahakari Mandli Unit | HP Based | Commercial Circular
No.1l Agricultural Tariff to | No.567
2. | Miroli Piyat Sahakari Mandli Unit | Co. Optr. Irrigation
No.2 Societies
3. | Miroli Piyat Sahakari Mandli Unit
No.3
4. | Deputy Engineer, Dist. Panchayat
Lift  Irrigation, Nikora  Lift
Irrigation
5. | Deputy Engineer, Dist. Panchayat
Lift Irrigation, Zanor Lift Irrigation
6. | Deputy Engineer, Dist. Panchayat
Lift Irrigation, Angareshwar Lift
Irrigation
7. | Central Breeding Farm, Dharod AG Metered Tariff of | Commercial Circular
8. | Growout Test Farm, Dehgam 50 Ps/Unit + FCA No0.678
9. | Agricultural Connection to Ex- | Special Tariff on line | B.R.N0.10655  dtd
Serviceman of Comm. Circular | 29-4-98
N0.678
10. | Institute of Plasma Research, Bhat | Rs.4/KVA. 26 | BR N0.4378 dtd 25-

Ps./Unit + FCA

5-84
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To quote from Section 62(3) of the Electricity Act 2003, “The Appropriate
Commission shall not, while determining the tariff under this Act, show
undue preference to any consumer of electricity but may differentiate
according to the consumer’s load factor, power factor, voltage, total
consumption of electricity during any specified period or the time at
which the supply is required or the geographical position of any area, the
nature of supply and the purpose for which the supply is required.”
Keeping in view Section 62(3) of the Electricity Act 2003, the Commission
considers it appropriate to terminate such special tariffs as these tariffs
show undue preference to the consumers listed above vis-a-vis
consumers to whom such special tariffs are not applicable. GEB is
directed to charge these consumers at rates prescribed by the
Commission depending upon the appropriate tariff category to which

they should belong.

10.7 General Provisions

General Provisions, which applies to all consumers i.e., low tension, high
tension and extra high-tension consumers, are as follows:

1. The tariff figures indicated in the tariff schedule at Annexure 17 of
this order are the tariff rates payable by the consumers. The
distribution of revenue as between GEB and its successor entities
can be decided by them while remaining within the tariff schedule
given by the Commission.

2. These tariffs are exclusive of Electricity Duty, tax on sale of
electricity, taxes and other charges levied by the Government or
other competent authorities from time to time which are payable by
the consumers, in addition to the charges levied as per the tariff.
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10.8

. All these tariffs for power supply are applicable to only one point of

supply.

. The charges specified are on monthly basis. GEB may decide the

period of billing and adjust the tariff rate accordingly.

. The energy supplied under these tariffs can be utilised only within

the compact area of the premises not intervened by any area/road
belonging to any person or authority other than the consumer.

. Except in cases where the supply is used for the purpose for which

the GEB has permitted lower tariff, the power supplied to any
consumer should utilise only for the purpose for which supply is
taken and as provided for in the tariff.

. The above is without prejudice to the rights of the GERC to

determine different tariffs for such consumers as it may consider it
expedient under the provisions of Section 61 and Section 62 of the
Electricity Act, 2003.

. The meter charges are applicable as prescribed under GEB’s

“Conditions and Miscellaneous Charges for Supply of Electrical
Energy’.

. The Fuel Cost Adjustment Charges are applicable on approval from

the Gujarat Electricity Regulatory Commission.

Revenue at Current & Approved Tariff

The revenue at the prevailing and approved tariffs for the FY 2003-04 is

provided in the following table:

Table 99: Revenue at current & approved tariff

SI.No. Revenue at |Revenue at
Current | Approved
Category Type of installation Tariff(Rs. | Tariff(Rs.
Crore.)in | Crore.) in
FY 03-04 | FY 03-04
1 LFD-I Domestic 1207 939*
2 LFD-II Commercial 470 470
3 LFD-I11 Institutions 12 12
4 AG Agricultural 985 985
5 LTPI Motive power less than 125 BHP 1255 1269
6 LTPII Educational Institutions 12 10
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7 LTPIHII Motive power between 40 kW upto 80 kW 98 100
3 Motive power Not exceeding 125 BHP (for
LTPIV night hours)
) Motive power services for CD of 20 kW
and upto 80 kW during night hours from 10
LTPIVA PM to 6PM.
11 |WW Water Works 169 169
12 |SL Street Light 45 45
13 |TMP Temporary
Sub Total LT 4253 3999
14 |(i) HTP-I 100 KVA & above — Manufacturing 2500 2512
(i) HTP-I Seasonal Consumers 60 60
15 [HTP-II (A) 100 KVA & above — Non-manufacturing 97 99
16 100 KVA & above — Colonies, Defence 71 71
Establishments & Govt owned educational
HTP-11 (B) institutions
17  |HTP-1II 100 KVA & above — Temporary supply 8 8
18 |HTP-IV 100 KVA & above — Night supply 50 42
19  |Railway 216 216
Traction Railway Traction
Sub Total HT 3002 3008
20 |[EL I(A) Grid Tariff (A) 370 370
21 |[ELI(B) Grid Tariff (B) 746 746
Sub Total Grid 1116 1116
Total 8371 8123

* Reduction in revenue due to subsequent correction of GEB to Rs. 987 crores

and concession to rural residential consumers of RS. 50 crores

The Commission hence estimates the total revenue from the approved

tariff for the FY 2003-04 would be Rs. 8123 Crores.

10.9 Revenue Deficit at the Approved Tariffs

The calculation of the Revenue Surplus/ (Deficit) in FY 2003-04 at

approved tariffs is presented in Table below.

Table 100: Revenue deficit at the approved tariff

Sr
No

Particulars
(Figures in Rs.Crores)

FY 03-04
(Proposed)

FY 03-04

(Approved)
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1 | Annual Revenue Requirement 11,889 11,064

2 | Income from Sale of Electricity at approved tariff 8,371 8,123

3 | Other income from customers 402 402

4 | Revenue Surplus/(Deficit) before subsidy: (2)+(3)- (3,117) (2,539)
1)

5 | Revenue Subsidies from Government 1100 1100

6 | Revenue Surplus/(Deficit) after subsidy: (4)+(5) (2017) (1,439)

7 | Additional Revenue due to Revised Tariff - full 154 0
year applicability

8 | Revenue Surplus/(Deficit) after tariff revision - full (1862) (1,439)
year applicability: (6)+(7)

Tariff schedule

After studying the facts, we order the changes in the tariffs schedule at
the Annexure 17 and as highlighted in Table 81 of this order. The
electricity rates will be applicable after one week notice to be served by

GEB to the consumers.

The detailed tariff schedule is enclosed in ANNEXURE-17.
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11 Approvals for FY 2003-04

Approved Figures for FY 2003-04

Commission hereby summarises the key figures as approved and taken

on record by it for the purpose of clarity. For details, reference may be

made to the text of the order in the previous sections.

11.1 Approved Sales & Expected Revenue from Charges

The Commission has approved sales of 29,544 MU and revenues at the

approved tariff amounting to Rs.8123 Crores as detailed in the following

table.

Table 101: Approved sales & expected revenue from charges

Sr. FY 03-04 | FY 03-04
No. : : Approved)|(Approved
Category Type of installation ( Spatjles in )(Rer\)/F;nue i n)
MU Rs.Crores
1 LFD-I Domestic 3243 939%
2 LFD-II Commercial 998 470
3 LFD-I11I Institutions 33 12
4 AG Agricultural 10539 985
5 LTPI Motive power less than 125 BHP 2910 1269
6 LTPII Educational Institutions 30 10
7 LTPIII Motive power between 40 kW upto 80 kW 172 100
8 Motive power Not exceeding 125 BHP (for
LTPIV night hours)
9 Motive power services for CD of 20 kW
and upto 80 kW during night hours from 10
LTPIVA PM to 6PM.
11 |WW Water Works 621 169
12 |SL Street Light 138 45
13  |[TMP Temporary
Sub Total LT 18,683 3999
14 |(i) HTP-I 100 KVA & above — Manufacturing 5948 2512
(i) HTP-I Seasonal Consumers 98 60
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15  |HTP-1I (A) 100 KVA & above — Non-manufacturing 200 99
16 100 KVA & above — Colonies, Defence 71
Establishments & Govt owned educational 183
HTP-11 (B) institutions
17  [HTP-III 100 KVVA & above — Temporary supply 2 8
18  |HTP-IV 100 KVA & above — Night supply 124 42
19 RaiIV\_/ay _ _ 424 216
Traction Railway Traction
Sub Total HT 6,979 3008
20 |[EL1(A) Grid Tariff (A) 1119 370
21 |EL1(B) Grid Tariff (B) 2764 746
Sub Total Licensee 3,882 1116
Total 29,544 8123

* Reduction in revenue due to subsequent correction of GEB to Rs. 987 crores

and concession to rural residential consumers of RS. 50 crores

The Other income from consumers as approved by the Commission is

given in the following table.

Table 102: Other income - consumer related

Sr Particulars FY 03-04
No (Figures in Rs.Crores) (Approved)
1 | Meter rent / service line rental 153.85
2 | Recoveries - Theft power 139.40
3 | Wheeling charges 1.05
4 | Misc. charges from Consumers 108.32
Total Expenditure 402.62

11.2 Approved Annual Revenue Requirement

The Commission approves the Annual Revenue Requirement at Rs 11,064

Crore for financial year 2003-04. Summary of the ARR approved by the

Commission for FY 2003-04 is given below:
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Table 103: Approved annual revenue requirement

Sr Particulars (Figures in FY 03-04
No Rs.Crores) (Approved)

Annual Revenue Requirement

(ARR)
1 | Purchase of Power 5,622
2 | Generation of Power 3,171
3 | Repairs and Maintenance 207
4 | Employee Costs 783
5 | Administration and  General

Expenses 116
6 | Depreciation and Related Debits --*
7 | Interest and Finance Charges 1,401
8 | Subtotal: (1to 7) 11,300
9 | Less: Expenses Capitalised -
10 | Subtotal: (8)-(9) 11,300
11 | Other Debits S8
12 | Extraordinary Items 1
13 | Total (10)+(11)+(12) 11,359
14 | Reasonable Return --*
15 | Provision for Income Tax -
16 | Less: Non-tariff income 295
17 | ARR:(13)+(14)+(15)-(16) 11,064

* In order to reduce the high revenue gap, the Commission has decided
not to approve the depreciation and Reasonable Return.

11.3 Revenue Deficit

The calculation of the Revenue Deficit before subsidy at the approved

tariffs and charges in the FY 2003-04 is presented in the following table.
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Table 104: Approved revenue deficit before subsidy

Sr Particulars FY 03-04

No (Figures in Rs.Crores) (Approved)

1 | Annual Revenue Requirement 11,064

2 | Income from Sale of Electricity at approved 8,123
tariff

3 | Other income from customers 402

4 | Revenue Surplus /(Deficit) before subsidy: (2,539)

(2+(3)-(1)

The calculation of the Revenue Deficit after subsidy at approved tariffs

and charges in the FY 2003-04 is presented in the following table.

Table 105: Approved revenue deficit after subsidy

Sr Particulars FY 03-04

No (Figures in Rs.Crores) (Approved)
1 | Revenue Surplus /(Deficit) before subsidy (2,539)
2 | Revenue Subsidies from Government 1100
3 | Revenue Surplus /(Deficit) after subsidy: (1)+(2) (1,439)
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Commission’s Order

In the above premises, the petition of Gujarat Electricity Board is partly
allowed. The electricity tariffs are hereby revised at the rates shown in
tariff schedule at Annexure 17. The electricity rates will be applicable

after one week notice to be served by GEB to the consumers.

The tariff figures indicated in the tariff schedule at Annexure 17 of this
order are the tariff rates payable by the consumers. The distribution of
revenue as between GEB and its successor entities can be decided by

them while remaining within the tariff schedule given by the Commission.

In the light of above, the Commission orders as follows with reference to

the prayers of the Petitioner: -

(a) The calculation of the expected revenue for 2003-04 as
projected by GEB does not meet with the approval of the
Commission hence GEB is directed to adopt the figures as

calculated by the Commission.

(b) The Commission notifies GEB that the alternative
amended tariff schedule, as approved in the various

sections of the Order above, be implemented.

(c)  Decision regarding uncovered deficit for the period 2000-
01 to 2003-04 being treated as regulatory assets is not
being allowed until GEB comes up with an approved

Financial Restructuring Plan and a turnaround strategy.
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Directions issued by Commission

Commission hereby summarises the directives to the GEB (including its

successor entities) mentioned in the Commission’s Analysis or otherwise,

for the purpose of clarity.

2.

Reissuing of earlier direction

Excepting the directives that are complied with (of the previous
order dated 10.10.2000) , the remaining directions are to be
deemed reissued as part of this Order and will be reviewed
quarterly by the Commission during the financial year 2004-05 for

compliance.

Commercial Issues

(@) To institutionalise the process of yearly ARR filing in future, the

(b)

Commission has taken a view that the GEB and its successor
entities shall file their ARR for each ensuing financial year by 30th
November of the previous financial year so that the tariff year and

financial year coincide.

Further, with regard tothe quality of filing, including discrepancies
& inconsistencies in the present filing, among other things, the
Commission directs GEB (including its successor entities) that in

future all filings shall be free from discrepancies & inconsistencies.

GEB (and its successor entities) is directed to make available its

audited accounts for the year immediately preceding the year for
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(©)

(d)

(e)

which the tariff is sought to be determined, along with its ARR
petition and Tariff Proposal. In the event of audited accounts not
being available, the GEB/ Licensee must get their accounts
internally audited by a firm of Chartered Accountants and attach

their certificate along with the accounts.

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

and reconcile the regulatory accounts accordingly.

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

Commission.

The ARR filing shall henceforth contain year on year variance
analysis for all significant revenue & expenditure items, covering
actual of at least two previous years and budget estimates for the
current year versus actual for the current year or part thereof. The
causes of observed variations & deviations between the values
should be elaborated as well. Filing shall also highlight any
deterioration in the efficiency parameters and slippage on

expenditure items against the Commission approved values.

The Commission directs GEB (and its successor entities) to start

maintaining  billing data for consumer categories/sub-
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®

(s))

(h)

categories/slabs strictly as per the tariff schedule approved in this
Order, particularly covering information on number of consumers,
connected load and sales, including tariff slab-wise details, and

make suitable changes in its internal data collection formats.

To improve the sales estimation for HT Category, the Commission
directs that the Licensee estimates may be based on the advance
information obtained in respect of demand requirement of
consumers with more than 5 MVA contracted demand from all

sources.

The Commission directs GEB (and its successor entities) to conduct
a full-fledged cost of service study. These studies will have to be

carried out and completed well in advance of the next tariff filing.

GEB (including its successor entities) should come up with a
turnaround strategy to demonstrate as to when it would be able to
achieve the break-even point in its cost of operation and improve

various services to consumers upto certain specified levels.

An appropriate procedure for prioritising capital works should be
drawn up by the GEB (and its successor entities). Works should be

taken up only based on a scheme of prioritisation.

Also, GEB (and its successor entities) shall maintain instrument-
wise, source-wise, year-wise, asset-wise, purpose-wise, and date-

wise, details for all loans along with their repayment schedules on
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)

(k)

()

(m)

(n)

an ongoing basis. The loan schedule shall be filed in the each ARR

filing with the above-mentioned details.

Benchmarking of system parameters such as voltage, interruptions,
system loss, etc., of the project area should be documented before
taking up the work. This is essential to assess the improvement

achieved after the execution of the project.

Interest should be charged to individual works. Cost registers
should be maintained and updated regularly and completion

reports should be prepared immediately after completion of works.

No work estimated to cost more than Rs.10 Lakhs should be
awarded without going through a process of competitive bidding to
ensure the lowest cost to GEB (including its successor entities). No
purchase or price preference should be allowed to any agency

including public sector enterprises.

GEB (and its successor entities) must immediately prepare and
maintain proper Fixed Asset Register and should invariably submit
complete details of its Fixed Assets and the calculations for the

depreciation claimed on them.

GEB (including its successor entities) is directed to clearly spell out
for each IPP the fixed and variable costs based on changes in PPAs,
tie up of new gas supplies, and accordingly worked out the costs of

power purchase from such sources in FY 2003-04. A statement
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(0)

(p)

(a)

indicating the position clearly for each IPP should be filed within a

period of 3 (three) months from the date of this order.

The Commission also directs GEB (and its successor entities) to
approach the Commission for approval of any new Power Purchase
Agreement as per the prescribed procedure. This shall form an

ongoing directive to be complied by GEB.

GEB (including its successor entities) is directed to submit a Report,
giving justifications with supporting data/details, along with next
filing to assure the Commission of its observance of the merit
order process for dispatching from different stations and the

management of schedules to avoid Ul charges.

Further, the Commission directs the GEB (including its successor
entities) to institute a process so that the Commission’s staff can
verify GEB’s (and its successor entities) adherence to the merit

order principles, within two months of this order.
Reduction of T & D Losses and Agricultural Load Assessment

GEB (including its successor entities) is directed to file a Petition on
the latest verified information (sub-division/division/zone-wise) of

connected agricultural load.

GEB (including its successor entities) must also submit the report

on assessment of agricultural consumption for which it has
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(b)

(©)

(d)

assigned the work to M/s ERDA & M/s EQDE. The report shall also

be made available on the website of GEB to give it wider publicity.

The Commission directs GEB (including its successor entities) to
conduct complete energy audit up to 11 kV level for the entire
system and up to LT level on at least one 11 kV feeder in each

Circle and submit a report thereon along with next ARR filing.

The Commission directs GEB (including its successor entities) to
energise new connections only with meters and to complete
metering of all un-metered connections as per the provisions of
the Electricity Act, 2003. The Commission also directs GEB
(including its successor entities) to furnish a plan for metering rest

of the categories giving targets/milestones for critical activities.

In addition, the licensee must submit an action taken report on the
performance of its metering program every quarter to the
Commission without fail showing its performance in metering

different installations against approved targets.

The GEB (including its successor entities) shall file the agricultural

consumption estimate in two parts

1. Consumption estimate for un-metered services based on

LV side DTR meters, and

2. Consumption on account of services released under Tatkal

scheme and metered services.
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(e)

®

(9

The estimate shall be filed with the Commission every quarter.

GEB (and its successor entities) shall furnish the details of its Jyoti
Gram Yojana program for bifurcation of agricultural feeders from
the rural feeders. The details shall carry the current status and the
proposed action plan. It shall be followed up with quarterly action
taken reports against the proposed program highlighting the

achievements and slippages.

The GEB (and its successor entities) shall provide meters on
Distribution Transformers (DTCs) predominantly serving the
agricultural consumption in rural areas. An action plan to this
effect shall be drawn up and submitted to the Commission within
two months of this order for its approval so that the DTCs metered
are representative of the agricultural consumption in the entire
licensed area of GEB. Simultaneously, GEB shall start collecting the
information from all the metered DTCs and estimate the
consumption for every month and once for an entire year based on
consecutive 12 monthly readings. Further, the GEB should carryout
necessary tests on the data to check the quality and content of the
information used in the estimate, such as diversity factor on

metered DTCs and hours of supply of electricity.

GEB (including its successor entities) is directed to come up with a
concrete plan for reduction of technical and commercial losses over

each of the next five years indicating milestones for critical
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(h)

()

(k)

activities, in the form of targets and their date of completion,

within 3 months of issuance of this Order.

A quarterly action taken report on this plan shall be submitted to
the Commission by 20t of the subsequent month of each quarter

without fail.

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

investments are proposed compared with baseline benchmarks.

The following steps to curb / reduce the level of commercial losses

in the system are suggested in TERI’s report may explored:

Replacement of LT lines emanating from all the distribution
transformers, here LT losses are very high, by Ariel Bunch

Conductor in a phased manner.

Provision of high precision digital meters to domestic consumers

with high consumption.

Periodic and surprise checking of the load of consumers having

high consumption.
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()

(m)

(n)

(0)

(p)

(@)

(a)

(b)

Design of an appropriate incentive for the GEB employees who

contribute significantly in curbing theft and commercial loss.

Replacement of all the electro-mechanical meters of high CT / PT
ratio with high precision digital meters and low multiplying factor

in a phased manner.

Creation of a core group at Divisional level to be responsible to
carry out Energy Audit, calibration of meters, replacement of

meters and their proper maintenance.

Increasing the number of meter testing labs (atleast one for each

circle).

Replacement of all the Distribution Transformers in the high loss
areas by integrated type (with inbuilt meter) and / or amorphous

core type transformers.
Periodic Energy Audit at Divisional level on regular basis.
R & M of Power Plants and Efficiency Improvement

GEB should in future indicate if any extension or major repairs have
been undertaken in any specific area. The Commission directs GEB
to immediately prepare a plan for renovation and modernisation of

the aged power plants.

The Commission directs GEB (and its successor entities) to identify
and implement R&M programmes for its power plants. GEB

(including its successor entities) should immediately under take
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(©)

necessary studies for formulating and implementing the necessary

R & M programmes for increasing the PLFs in a time bound manner.

Commission with a view to reduce costs and enhance the
operational efficiency of the GEB (and its successor entities) directs
to study (and furnish a report to the Commission) on the following

issues within three months from the date of issue of this order:

1. Examine the scope for managing its operations with

unmanned sub-stations by conducting a pilot exercise.

2. Explore opportunities in trading of surplus power

available with it.

3. Explore the activities that can be taken up as part of
demand side management and energy conservation
including suggestions on tariff related measures that

can be effectively employed to achieve such objectives.

4. Explore the possibility of shifting the electricity
consumption of Water Works category to off-peak
night hours and suggest incentives that can be

extended to promote the same.

5. Explore the use of Meter Reading Instruments (MRI) for
taking direct dump of meter log at sub-stations &
transformers into the computer systems for energy

auditing purpose. The objective shall be to increase
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(d)

(e)

®

(9

(@)

accuracy in energy auditing & reducing the chances of

human error.

GEB (including its successor entities) is directed to disconnect all
unauthorised and not regularised connections including
agricultural connections and file a compliance report with the
Commission every quarter in this regard. This shall be treated as an

ongoing directive.

GEB (including its successor entities) is directed to pursue
vigorously the collection of arrears on priority basis, making use of

the statutory instruments available to it to effect recovery.

GEB (including its successor entities) shall undertake a study for
determining transmission capacity, current utilisation and available
redundancy of existing transmission lines and associated facilities

through an appropriate technically qualified organisation.

GEB (alongwith its successor entities) is directed to undertake
reconciliation of its commercial database with regard to sales,

revenue and number of customers with accounting database.
Customer Satisfaction

The Commission directs the GEB (and its successor entities) to
put on its website necessary circulars and provide copy of the
same to the public on request. GEB shall also endeavour to make

available its documents & circulars concerning the consumers in
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(b)

(@

(b)

both English as well as Gujarati language. This direction must be

complied with by the GEB on an ongoing basis.

GEB (including its successor entities) shall conduct an elaborate
study drawing on the experiences of other States among others
covering issues related to tariff description, consumer coverage
under different categories, rationalisation of consumer
categories etc. and come up with proposal for any changes in
consumer categories & consumer tariff rationalisation, if

required, based on the study.
Recommendations to Government

The Government of Gujarat should make adequate and timely
cash payment on a monthly basis or on quarterly basis to
reimburse the amount determined towards subsidy to GEB

(including its successor entities) in advance.

Almost all the consumers have represented that Gujarat State
has almost the highest tariff in the country. This is partly

attributable to the ad-valoram duty of electricity.

In Commission’s previous order dated 10th October, 2000 (page
120 and 158) the Commission had suggested that the
Government may review the structure of the electricity duty and
rationalise it so that the rate of duty becomes reasonable, stable

and predictable. Subsequent to this order, the Government
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abolished tax on sale of electricity and has taken steps for some
reduction in electricity duty. The Commission would like to

suggest to the Government to carry forward this process further.

The petition of GEB is disposed off accordingly.

Shri G. Subba Rao Shri K.P. Gupta Shri Man Mohan

Chairman Member Member

Place: Ahmedabad
Date: 25t June, 2004

319



Gujarat Electricity Regulatory Commission

Annexures 1 to 17

320



Gujarat Electricity Regulatory Commission

List of Annexures

Annexure | Annexure Title Pg.
No. No.

/ List of Newspapers for public notice 322

2 List of Objectors to GEB’s Petition 323

3 List of Objectors appeared for Public Hearing 327

4 Main features of the Electricity Act, 2003. 329

5A Annexure - 5A: Govt. GR No. GHU-2003-58-GEB- 331
12-2003-3537-K

5B Annexure - 5B Govt. GR No. GHU-2003-59-GEB- 348
12-2003-3537-K

6 Section dealing with Tariff in Gujarat Electricity 349
Industry (Reorganisation and Regulation) Act, 2003

7 Govt. GR No. GU-2004-39-GEB-1104-2961-K 355

8 Performance Improvement Measures of GEB 357

9 Rate FEL-I (A) (Grid Tariff) for A.E.Company 368
(Comparison of existing tariff & tariff proposed by
GEB)

10 Rate EL-I (A) (Grid Tariff) for Kandla Port Trust and| 372
other Licensees. (Comparison of existing tariff &
tariff proposed by GEB)

117 Rate EL-I (B) (Grid Tariff) (Comparison of existing 373
tariff & tariff proposed by GEB )

12 GEB’s Response On Compliance To Directions 375

13 Generation And Fuel Consumption For The Year 2004- 406
05 (GEB Owned Power Stations)

14 Generation And Fuel Consumption For The Year 2004- 407
05 (GSECL Power Stations Operated By GEB)

5 Revenue Deficit Figures Based on CAG’s Audited 408
Accounts

16 Abbreviations Used 409

17 Tariff Schedule 413

321




Gujarat Electricity Regulatory Commission

Annexure - 1:

List of Newspapers for public notice

Notice of filing of petitions before GERC

S. Name of News Paper Date of Publication
No.

1. The Times of India (English) | 18-11-2003

2. The Indian Express (English) | 18-11-2003

3. Sandesh (Gujarati) 18-11-2003

4. Gujarat Samachar (Gujarati) | 18-11-2003

Notice for Extension of deadline to submit responses to
the petitions

1. The Times of India (English) | 20-12-2003
2 The Indian Express (English) | 20-12-2003
3. Sandesh (Gujarati) 20-12-2003
4 Gujarat Samachar (Gujarati) | 20-12-2003
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Annexure - 2

List of Objectors to GEB’s Petition

Ob:\le:.tor Name
P1 Saurashtra Chamber of Commerce & Industry
P2 Laghu Udhyog Bharati-Gujarat
P3 Naroda Industries Association

P4 Dinesh K. Patel

P5 Atul B. Buch

P6 M/s. Shanmukh Petrochem Pvt. Ltd.

P7 Dipak D. Ruparel

P8 Ankleshwar Industries Association

P9 Pandesara Weavers Co-op. Soc. Ltd.

P10 Pandesara Ind. Co-operative Society Ltd.

Pandesara Green Environment & Water Welfare Co-op.

P11 _
Society Ltd.

P12 Bhavnagar Disrtict Small Industries Association

P13 Katargam Industrial Estate Shed Holders' Association

P14 Alembic Ltd.

P15 Saurashtra Sankalan Samiti

P16 Federation of Kutch-Saurashtra Chamber of Commerce &
Industry

P17 Federation of Industries & Associations (Gujarat)

P18 Sham Electricals

P19 Devgadh Baria nagarpalika

P20 Jamnagar Factory Owner's Association
P21 Porbandar Chamber of Commerce & Industry
P22 South Gujarat Textile Processors Association

P23 The Surat Electricity Co. Ltd.

P24 Surat Citizen's Council Trust

P25 Consumer Education & Research Society

P26 Visnagar Iron & Steel Industries Association

P27 The Nawanagar Chamber of Commerce & Industry
P28 Central South Gujarat Salt Manufacturers Association

P29 The Mahuva Chamber of Commerce & Industry

P30 Rakanpur Santej Pharma Mfg. Association
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P31 The Ahmedabad Electricity Co. Ltd.

P32 Central Salt & Marine Chemicals Research Institute
P33 Federation of Panchmahals Industries

P34 Gujarat Khedut Sangharsh Samiti

P35 Vithal Udyognagar Industries Association

P36 Western Railway

P37 Surat Municipal Corporation

P38 Consumer Protection & Action Committee

P39 Cadila Healthcare Ltd.

P40 Gujarat Khedut Samaj

P41 Larsen & Toubro Ltd.

P42 Reliance industries Ltd.

P43 Modern Petrofils

P44 I.P.C.L.

P45 Morbi Chamber of Commerce & Industry

P46 Jetpur Chamber of Commerce

P47 The Southern Gujarat Chamber of Commerce & Industry
P48 Gujarat Chamber of Commerce & Industry

P49 Jamnagar Vepari Mahamandal

P50 Navsari - Jalalpor Taluka Khedut Samaj

P51 Navsari Nagarpalika

P52 Shri Anjar Chambers of Commerce & Industries
P53 Hetal K. Patel

P54 Chimanbhai M. Thakkar

P55 Pro. Vasuben Trivedi

P56 Surendranagar District Industries Association
P57 Ishwarbhai S. Patel

P58 Shri Saurashtra Qil Mills Association

P59 Govindbhai K. Sadhu

P60 Rameshbhai J. Fuletra

P61 "Aastha" Majdoor Sangh Society

P62 Shri Zalawad Chamber of Commerce & Industries
P63 Sachin Industrial Co-operative Society Ltd.

P64 Shirish Bokil

P65 Indian Medical Association, Vadodara

P66 Saurabhbhai K. Raval

P67 Gondal Chamber of Commerce & Industry

P68 IEEE Power Engineering Society (India Council)
P69 Hasmukh K. Chaoudhary, Kanpur, Gandhinagar
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P70 Federation of Gujarat Weavers' Association
P71 Kim-Pipodara Weavers Association

P72 Jashbhai Bhaikhabhai Patel & Others, Kareli, Bharuch
P73 Somabhai Khodidas Patel, Ambala, Mehsana
P74 Dhanera Nagarpalika

P75 Rohitbhai M. Patel, Gamdi, Anand

P76 Jai Research Foundation

P77 Bachubhai V. Thavani

P78 Gujarat Timber Merchants Federation

P79 United Phosphorous Ltd.

P80 Nirma Ltd.

P81 ONGC Ltd.

P82 Hindalco Industries Ltd.

P83 J.A. Khakher, Vadodara

P84 Indian Rayon & Industries Ltd.

P85 Baroda Industrial Development Corporation
P86 Dr. Vithal N. Kamat, CAER, BEM

P87 Vadodara Municipal Corporation

P88 Madhyastha Ramat Kendra

P89 Navin S. Joshi, Vijri Vaparnar Grahak Mandal
P90 Narmada Chematur Petrochemicals Ltd.

P91 Gujarat Narmada Valley Fertilizers Co. Ltd.
P92 National Egg. Co-ordination Committee
P93 Vapi Industries Association

P94 Federation of Gujarat Industries

P95 Valsad Jilla Khedut Samaj

P96 Tharad Nagarpalika Borough

P97 Vadodara Chamber of Commerce & Industry
P98 Nadiad Municipality

P99 Confederation of Indian Industry

P100 Tata Chemicals Ltd.

P101 Arvind Mills Ltd.

P102 M/s. Shah Alloys Ltd.

P103 The All India Induction Furnaces Association
P104 Dahegam Nagarpalika

P105 Unjha Municipality

P106 Kodinar Municipality

P107 Petlad Municipality

P108 Gujarat Cold Storage Association
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P109 Gujarat Alkalies & Chemicals Ltd.

P110 Gujarat State Fertilisers & Chemicals Co. Ltd.
P111 Swil Ltd.

P112 Essar Steel/ Power Ltd.

P113 Torrent Gujarat Biotech Ltd.

P114 Sintex Industries Ltd.

P115 Mafatlal Industries Ltd.

P116 Kamleshbhai N. Patel
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Annexure - 3:

List of Objectors appeared for Public Hearing

Objector
Sr. No. No. Name
1 P2 Laghu Udhyog Bharati-Gujarat
2 P4 Dinesh K. Patel
3 P5 Atul B. Buch
4 P6 M/s. Shanmukh Petrochem Pvt. Ltd.
5 P7 Dipak D. Ruparel
6 P8 Ankleshwar Industries Association
7 P12 Bhavnagar Disrtict Small Industries Association
8 P14 Alembic Ltd.
9 P18 Sham Electricals
10 P23 The Surat Electricity Co. Ltd.
11 P24 Surat Citizen's Council Trust
12 P25 Consumer Education & Research Society
13 P31 The Ahmedabad Electricity Co. Ltd.
Central Salt & Marine Chemicals Research
14 P32 Institute
15 P34 Gujarat Khedut Sangharsh Samiti
16 P35 Vithal Udyognagar Industries Association
17 P36 Western Railway
18 P37 Surat Municipal Corporation
19 P39 Cadila Healthcare Ltd.
20 P40 Gujarat Khedut Samaj
21 P41 Larsen & Toubro Ltd.
22 P42 Reliance industries Ltd.
23 P43 Modern Petrofils
24 P44 I.P.C.L.
25 P48 Gujarat Chamber of Commerce & Industry
26 P49 Jamnagar Vepari Mahamandal
27 P50 Navsari - Jalalpor Taluka Khedut Samaj
28 P56 Surendranagar District Industries Association
29 P57 Ishwarbhai S. Patel
30 P61 "Aastha" Majdoor Sangh Society
31 P65 Indian Medical Association, Vadodara
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32 P67 Gondal Chamber of Commerce & Industry
33 P68 IEEE Power Engineering Society (India Council)
34 P73 Somabhai Khodidas Patel, Ambala, Mehsana
35 P76 Jai Research Foundation

36 P77 Bachubhai V. Thavani

37 P79 United Phosphorous Ltd.

38 P80 Nirma Ltd.

39 P81 ONGC Ltd.

40 P82 Hindalco Industries Ltd.

41 P84 Indian Rayon & Industries Ltd.

42 P85 Baroda Industrial Development Corporation
43 P86 Dr. Vithal N. Kamat, CAER, BEM

44 P87 Vadodara Municipal Corporation

45 P88 Madhyastha Ramat Kendra

46 P90 Narmada Chematur Petrochemicals Ltd.

47 P91 Gujarat Narmada Valley Fertilizers Co. Ltd.
48 P92 National Egg. Co-ordination Committee

49 P94 Federation of Gujarat Industries

50 P97 Vadodara Chamber of Commerce & Industry
51 P98 Nadiad Municipality

52 P99 Confederation of Indian Industry

53 P100 | Tata Chemicals Ltd.

54 P101 Arvind Mills Ltd.

55 P102 M/s. Shah Alloys Ltd.

56 P103 | The All India Induction Furnaces Association
57 P105 Unjha Municipality

58 P106 Kodinar Municipality

59 P107 Petlad Municipality

60 P108 Gujarat Cold Storage Association

61 P109 Gujarat Alkalies & Chemicals Ltd.

62 P110 Gujarat State Fertilizers & Chemicals Co. Ltd.
63 P111 Swil Ltd.

64 P113 Torrent Gujarat Biotech Ltd.

65 P114 | Sintex Industries Ltd.
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Annexure - 4

Main features of the Electricity Act, 2003:

i) The Central Government to prepare a National Electricity Policy
in consultation with State Governments. (Section 3)

ii) Thrust to complete the rural electrification and provide for
management of rural distribution by Panchayats, Cooperative
Societies, non-Government organisations, franchisees etc.
(Sections 4, 5 & 6)

iii) Provision for licence free generation and distribution in the
rural areas. (Section 14)

iv) Generation being delicensed and captive generation being
freely permitted. Hydro projects would, however, need clearance
from the Central Electricity Authority. (Sections 7, 8 & 9)

v) Transmission Utility at the Central as well as State level, to be
a Government company - with responsibility for planned and
coordinated development of transmission network. (Sections 38
& 39)

vi) Provision for private licensees in transmission and entry in
distribution through an independent network, (Section 14)

vii) Open access in transmission from the outset. (Sections 38-
40)

viii) Open access in distribution to be introduced in phases with
surcharge for current level of cross subsidy to be gradually

phased out along with cross subsidies and obligation to supply.
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SERCs to frame regulations within one year regarding phasing of
open access. (Section 42)

ix) Distribution licensees would be free to undertake generation
and generating companies would be free to take up distribution
businesses. (Sections 7, 12)

x) The State Electricity Regulatory Commission is a mandatory
requirement. (Section 82)

xi) Provision for payment of subsidy through budget. (Section
65)

xii) Trading, a distinct activity is being recognised with the
safeguard of the Regulatory Commissions being authorised to
fix ceilings on trading margins, if necessary. (Sections 12, 79 &
86)

xiii) Provision for reorganisation or continuance of SEBs.
(Sections 131 & 172)

xiv) Metering of all electricity supplied made mandatory. (Section
55)

xv) An Appellate Tribunal to hear appeals against the decision of
the CERC and SERCs. (Section 111)

xvi) Provisions relating to theft of electricity made more
stringent. (Section 135-150)

xvii) Provisions safeguarding consumer interests. (Sections 57-
59, 166) Ombudsman scheme (Section 42) for consumers

grievance redressal.
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Annexure - 5A

EGISTERED No. G/GNR/2

The Gujarat Government Gazette

EXTRA ORDINARY
PUBT ISHED BY LUTHORITV

Vol. XLIV] FRIDAY, OCTOBER 24, 2003/KARTIKA 2, 1925
Separate paging is given to this Part in order that it may be filed as a Separate Compilation. .
" PART IV-B "

Rules and Crders (Other than those published in Part I, I-Aand I-L) made
by the Government of Gujarat under the Gujarat Acts.

ENERGY AND PETROCHEMICALS DEPARTMENT
NOTIFICATION
Sachivalaya, Gandhinagar. 24* October, 2003.

THE GUJARAT ELECTRICITY INDUSTRY (REORGANISATION AND RFGULATION) ACT,
2003.

No.GHU-2003-58-GEB-12-2003-3537-K: In exercise of powers conferred by sections 28, 29 and
30 of the Gujarat Electricity Industry (F.zcreanisation and Regulation) Act, 2003 (Guj. 24 of 2003), the
Government of Gujarat hereby makes the ; .'towirg s¢heme for the purpose of providing and giving effect to
the comprehensive transfer and vesting o1 assets, properties and interest therein; rights, liabilities and
obligations; functions, duties, powers and personnel of the Gujarat Electricity Board in the Government of
Gujarat and revesting them by the Government of Cujarat in GETCO, GSECL and DISCOMS and for
determining the terms and conditions on which such tiunsfer and vesting shall be made.

‘1. Short title and commencement :

(1) This scheme may be called the GuJarat Elecmcuy Industry Reorganisation and Comprehensive
Transfer Scheme, 2003. :

(2) It shall come into force from the date of its publication in the Official Gazette.
2. Deﬁnifions:
~ In this scheme, unless the context otherwise requires, -
(a) “Act” méans the Gujarat Electricity Industry (Reorganization and Regulation) Act, 2003;

(b) “Assets” includes power systems, dams, tunnels, generating plants, machinery, equipment,
transformers, meters, poles, lines, towers, sub-stations, conductors, switchyards, land, building,
offices, stores, furniture, fixtures, vehicles; residential quarters and guest houses and amenities
and installations pertaining thereto and other movable and immovable properties, cash in hand,

_ cash at bank, investments, stocks, book debts (corporeal and incorporeal), tangible and intangible
assets, benefits, licenses, consents, authorities, registrations, patents, t:ade marks and powers
of every kind, nature and description whatsoever, privileges, liberties, casements, advantages,
benefits and approvals, contracts, deeds, schemes, bonds, agreements and other instruments
and interest of whatever nature and wherever situated;

w-anmﬂ B : 307
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(c) “Board” means the Gujarat Electricity Board constituted under sectior. 5 of the Electricity
(Supply) Act, 1948 ;
(d) *Commission’ means the GUJarac EIcctncxty Regulatory Commlssnon established undc: section
3 of the Act ;
(e) “Date of transfer” means the date notified by order by the State Government for cffccting-

transfer of assets, properties and interest therein ; rights, liabilities and obligations; functions,
duties and powers; proceedings and personnel to the relevant transferee in accordance with this
scheme and different dates may be notified for different transfers.

© #DISCOMS" means Discom 1, Discom 2, Discom 3 and Discom 4

(g) “Piscom 1” means Uttar GUJarat VU Company Limited, a ‘company 1ncorpomted under the
* Companies Act, 1956; ' .

(h) “Discom 2" means Dakshin Gujarat Vij Company Limited, a company mcorporated under the -,
Companies Act, 1956; :

(i) “Discom 3" means Madhya Gujarat Vij Company lelted a company muorporated under the
Comnpanies Act, 1956 ;

) “Discom 4" means Paschim Gujarat Vij Company erteo a company moorporated under the
Companies Act, 1956 ;

(3] “GETCO"” means the Gujarat Energy Transmission Corporation Limited, a company
incorporaied under the Companies Act, 1956 ;

] “GSECL” means the Gujarat State Electricity Corporation Limited, a company mcorporated
-under the Companies Act, 1956 ;

(m) “Liabilities” include all liabilities, debts, duties, ~i =’zzations, statutory liabilities and Government
levies of ivhatever nature and contingent liabil " s which may arise in regard to the dealings
before the date of transfer in respect of the asset.. iabilities and proceedings transferred under
this scheme ; ' '

(@) “Personnel” means workmen, employees, staff and office . >f the Board by whatever name
called and includes frainees, and those on deputation from ti  Board to other organizations or
institutions;

(o) “Proceeding” means the proceedmgs of whatever nature including suits, appeals, complaints,’
petitions, apphcauons arbitration whether civil or criminal or otherwise;

(p) “Schedule” means the Schedules appended to thls scheme;

(@  “State Government” means thc Government of Gujarat ;

(r) “Transferee” means GETéO GSECL or any of the DISCOMS;

(s) Words and expressions used but not defined in this scheme and defined in the Act shall have the

meaning respectively assigned to them in the Act.
3. Classification of Undertakings of the Board :
N The Undertakings of the Bo;rd,are classified as under, namely :-
(a) Generation undeﬁakings spcciﬁcd in Schedule A;,
(b) Transmission undcnakmgs specified i in Schedule B;
(c) Distribution undertakmgs specified in Schedules C, D, E and F and
(d) The undertakings specified in Schedule G

1

2) If the assets of the undertakings rcferred to in under sub—clausc (1) are sub)ect to sccunty
documents or arrangements in favour of third parties for any financial assistance or obhgauon
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taken by the Board and the liabilities in respect thereof are to be classified in different
undertakings, the State Government may, by order, provide for the apportionment of the liabilitics
secured by such assets, between the different undertakings and upon such apportionment, the
sccurity shall be applicable to the apportioned liability only.

4. Transfer of Assets, Liabilities and Proccedings to the State Government:

1)

Subject to the provisions of the Act and this scheme, all the assets, liabilities and proceeiings
specified in Schedules A to F shall, on and from the date of transfer, stand transferred from the
Board and shall vest in the State Government absolutely without any further act or things to be

‘dane by the State Government or the Board. »

respect of the personnel of the Board and other matters related thereto including statutory dues
such as salary, wages, gratuity, pension, provident fund and retirement benefits and the same
shall be dealt with the manner provided in clause 6 of this scheme.

5. Transfer of Assets, Liabilities and Proceedings by the State Government to GSECL, GETCO and
DISCOMS:

(1)

@

All the assets, liabilities and proceedings forming part of Generation undertakings specified in
Schedule A shall stand transferred to and vest in GSECL on and fron the date of transfer
subject to the terms and conditions of this scheme.-

All the assets, liabilitibs and proceedings forming part of Transmission Undertakings specified

_in Schedule B shall stand transferred to and vest in GETCO on and from the date of transfer

subject to the terms and conditions of this scheme.

All the assets, liabilities and proceedings forming part of Distribution Undertakings specified
in Schedules C, D, E and F shall stand transferred to and vest respectively in Discom - I,
Discom - 2, Discoin~ 3 and iscont- 4 c¢aand fromthe dzte of trancfer stbject to the terms and |
conditions of this scheine. : '

(4) All the assets, liabilities and proceedings‘ specified in Schedule G, and those that have not been .

&)

covered under Schedules A to F, shall be continued and retained by the Board till further orders

of the State Government in this regard.

On the transfer and vesting of all the assets, liabilities and proceedings in terms of sub-clauses
(1) to (3) to the respective transferee, the GSECL, GETCO or, as the cace may be, DISCOMS
shall be responsible for all functions, contracts, rights, deeds, schemes, bonds, agreements and
other instruments of whatever nature relating to the respective assets, liabilities and proceedings
transferred to it to which the Board was a party, subsisting or having effect on the date of

- transfer, in the same manner as the Board was liable immediately befors the date of transfer,

6)(a)

(b)

o

and the same shall be in force and effect against or in favour of the resnective transferee and
may be enforced effectively as if the respective transferee had been a party thereto instead of
the Board.

The transfer to and vesting of all the assets, liabilities and proceedings to the transferees in
terms of this scheme shall take effect immediately on the date of transfer notwithstanding that
the value of such assets, liabilities and proceedings have not been determined.

The value of the assets, liabilities and proceedings transferred to the transferees shall be
determined, as far as may be, based on the revenue potential of such assets.

The State Government may, at any time during the period mentioned in clause 9, notify the
opening balance sheets of the transferees containing the value of assets, liabilities and proceedings
transferred to the. transferees and the consideration to be paid or adjusted for such transfer.
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(@) The State Government mmay at any time during the period mentioned in clause 9 of this scheme,
by an order, amend, vary, modify, add, delete, alter or otherwise change the values of assets,
liabilities and proceedings and the terms and conditions specified in the Schedules.

6. Provisions applicable to Personnel:

(1)(a) Subject to the provisions of section 29 of the Act, all the personnel of the Board shall, on and
from the date of transfer, stand provisionally transferred to the services of the GSECL, GETCO
or DISCOMS, as the case may be, on as is where is basis and they will continue to serve at the
place where they are posted and working on the date of transfer, till further orders of the State

Government.

(b) . The State Government may, from time to time, issue order directing the personnel provisionally
transferred to a transferee under sub-clause (a) to reassign their services to another transferee,
as the State Government may consider necessary.

2 The pérsonncl provisionally transferred under sub-clause (1) to the transterees shall continue to
serve till the personnel are permanently absorbed in the services of the respective transferee in

- accordance with the provisions of the Act, this Scheme and the orders issued by the State
Government in this behalf. - ' : '

~ (3)(a) The State Government shall, in consultation with GSECL, GETCO, DISCOMS and the Board,
frame guidelines for the final transfer to and permanent absorption of the personnel in a transferee
taking into account he nature of work, suitability, ability and experience of the personnel,
number and nature of the vacancies and other relevant factors and issue appropriate orders for
such final transfer and permanent absorption of the personnel within the period mentioned in
clause 9. ' ' ‘ ’

(b) The Board shall, in consultation with GSECL, GETCO and DISCOMS. constitute a Committec
1 receive representations from the personnel in regard to their final transfer and cbsorption in
t.> transferees under this scheme and to make recommendation to tne State Government cn
their final transfer and permanent absorption.

i

-

(© The State Go- smms=at shall take a decision on the final transfer and permanent absorption of
the personnei; he transferee after considering the recommendation of the Committee appointed
for the purpos¢ wnd shall issue orders for the final transfer and permanent absorption of the
personnel. ’

@ Upon the finalization and issue of orders in terms of the sub-clause {3), the personnel shall
become the employee and be in the rolls of the transferee concerned in the post, scale of pay and
the seniority in accordance with the orders that may be issued for this purpose, without any
further act, deed or thing to be done by the State Government, the Board, GSECL, GETCO or
DISCOMS. o

I

Subject to the provisions of the Act and this Scheme, the transferee shall be competent to frame
new regulations or modify the existing regulations governing the conditions of service of the
personnel transferred to the transferee under this Scheme.

&)

(6) The transfer and permanent absorption of the personnel under this scheme shall be deemed to-
be the part of the assets, liabilities and proceedings transferred to GSECL, GETCO or, as the
case may be, DISCOMS and shall be subject to the following conditions, namely: -

(a) the terms and conditions of the service applicable to such personnel on the date of transfer shall
not in any way be less favourable or inferior to than those applicabic to them immediately
before the date of transfer;

(b) the terms and conditions qf;t.h‘c tripartite agreement dated thel3" October,2003 entered into
b@tween the Board, the State Government and the Unions/Associations;
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(c) all such personnel shall have continuity of service in all respects;
(d) all benefits of service accrued before the date of transfer shall be taken into account for all the

purposes including for the payment of any and all terminal benefits of such personnel; and

(e) the orders that may be passed by the Courts in the proceedings pending on the date of transfer in
regard to seniority or other matters concerning the service conditions of such personnel shall be

taken in account,

@) In respect of all statutory and other schemes and matters related o employment including the

_provident fund, gratuity, pension and any other superannuation fund or any other special fund

created or existing for the benefit of the personnel, the relevant transferce shall stand substituted

fer the Board for all the purposes and all the rights, powers and obligations of the Board in
refation.to any and all such matters shail become those of the transferee concerned.

8 The Board, in consultation with the State Government, shall make appropriate arrgingements in
regard to - ' .

(a) funding of the pension funds and other related funds of the .personnel to the exteut they are
-unfunded on the date of the transfer of the personnel to the transferee including for the due payment of
the amounts to persoune! who retire afier the date; of the transfer, by the respective transferee to which
these personnel are transferred, and : :

(b) funding and due payment of the terminal beneﬁt: to the existing pensioners of the Boatd as on
the date of the transfer and till such arrangements are made, all such payments shall be made by the
Board, ,

For the purpose of this sub<clause the term ~

(i) “existing pensioner” means the person eligible for the pension rrom the Board as per the applicable
scheme as on the date of transfer and shall irlcludt_=j his family members, ard

(i) “terminal benefits” means pension, dearness allowarce and  other applicable et fits including the
right to have the appropriate rcv1sxons in the above venefits consistent with the ; L factice that were
prevalent in the Board. :

) All proceedings including disciplinary proceedings pending against tlie pursonnel pricr to the date
of the transfer or whici1 may relate to misconduct, lapses or acts of commission or omission coninitted
before the date of the transfer, shall not abate and shall be continued by the relevant transferee :

Provided that all diséip_linary cases finalized prior to the date of transfer shall not be reopened by
the transferee.

(10) The personnel transferred to the transferees shall be deemed to have entered into an agreement with
the transferee concemned to repay loans, advances and other sums due or otherwise perform obligations
undertaken by them to the Board which remain outstanding as on the date of transfer, on the same
terms and conditions as contained in the arrangement with the Board. '

(11) Nothing contained in this scheme shall apply to, -

(a) personnel of the State Government or the Central Government or other organization on deputation
to Board as on the date of the transfer, but such personnel shall continue te be on deputatior: to the
concerned transferee on as is where is basis or otherwise as per the orders of the State Government,
and '

(b) the personnel recruited by GSECL, GETCO and DISCOMS.
7. Rights and obligaiions of third parties restricted:

: Except as provided in this scheme, the rights and obligations of all person's in regard to the assets,
liabilities and proceedings transferred under this scheme, shall be restricted to the transferee to whom they
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S
are transferred (o and notwithstanding anything to the contrary contained in any deed, documents, nstruments,
agreements or arrangements which such person has with the Board, he shall not claim any right or interest
against the State Government or the Board . :

8.. Pending suits, proceedings, etc :

The proceedings of whatever nature by or against the Board pending on the date of transfer in

_ regard to the assets, liabilities and proceedings transferred to GSECL, GETCO and the DISCOMS shali not

abate or discontinue or otherwise in any way prejudicially be affected by reason of transfer under this

scheme but such proceedings may be continued, instituted, prosecuted and enforced by or against GSECL,
GETCO or, as the case may be, DISCOMS.

9. Provisionality of the Transfer:

(1) The classification of undertakings and transfer of asscts,‘liabilities and proceedings including
personnel under this Scheme, unless otherwise specified in any order made by the State Government,
shall be provisional for a period of twelve months from the date of transfer,

(2) Atany time within a period of twelve months from the date of transfer, the State Government may,
by order to be notified, amend, vary, modify, add, delete, alter or otherwise change the terms and
conditions of transfer and miay transfer such properties, interests, rights, liabilities, personnel and
proceedings forming part of assets, liabilities and proceedings including personnel of one transferce
to that of any other transferce or the Board or to the State Government in such manner and on such

terms and conditions as the State Government may consider necessary.

(3) On the expiry of the pen'éd of twelve months from the date of transfer and subject to any directions
given by the State Govermnent, the transfer of assets, liabilities, proceedings and the personnel
made in accordance with this scheme shall become final. :

10. Transfer by operation of law:

The Transfers under this scheme shall operate and be effective pursuant to action of the State
Government publishing this scheme and Orders issued thereunder without any further zct, deed or thing to -
be done by the State Government, Baard or the transferees, -

11. Rights and Powers of the transferces during the provisional period:

1) The transferee shall, during the provisional period specified in clause 9, cerit.. e to function
independently and undertake business activities assigned to them on behalf of and s agents of the
Board till such time the State Government issues an order. authorizing the transieree. to undertake
such functions and activities on their own and independent of the Board. '

2) The State Government may issue such orders from time to time in respect of one or more of the
transferee, but such orders shall not be made after the expiry of the provisional psriod mentioned in
clause 9. :

12. Decisfon of State Government to be final: .

If any difficulty arises in giving effect to the provisions of this scheme or difficulties arising in
implementing the transfers effected under this scheme, the State Government may by an order make such
provision, not in consistence with the provisions of the Act, as appear to it to be necessary or expedient for
removing the difficulty and the decision of the State Government thereon shall be final ard binding.
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_ SCHEDULE A ' .

GENERATION UNDERTAKINGS

.

The Generation undertakings shall comiprise of the assets, liabilities and proceedings belonging to
the Gujarat Electricity.-Board (“Board") conceming the Generation of electricity including but not limited to

the following: - /
L EXISTING POWER STATIONS:
| THERMAL POWER STATION

(AY Ukai TPS: Ukai TPS with five units 2 of 120 MW, 2 of 200 MW and 1 of 210 MW, details
as below: .

(1) 2 gcneratmg units of 2 X 120 MW capacity each with ail associated and related equlpment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers
Electrostatic Precipitators (ESP), Controls and Instrumentation, Railway siding, Coal handling syster, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranes, RCC chimney, diess] c2nerating sets, Various type of
compressor, Departinental storz and Main stores for various spare parts hke consumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and others

(ii) 2 generating units of 2 X 200 MW capacity each with all associated and rélated equlpment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESP), Controls and Instrumentation, Railway siding, Coal handling system, Ash
handling system, Ash pond, Raw water supply Systemns and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
teansformer, Seivice transformers, Auxinary unit traesforners, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranes, RCC chimney, Various type of ccinpressor, Departmental
store and Main stores for various spare parts like consu - ables, raw material, different kind of valves, pumps
equipments, etc and works in progress under R & M sceme and others.

(iif) 1 generating units of 1 X 210 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESP), Controls and Instrumentation, Rai: wvay siding, Ceal handling system, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranes, RCC chimney, diesel generating sets, Various type of
compressor, Departmental store and Main stores for various spare parts like consumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and others.

3B) Wanakbori TPS:

@) 3 generating units of 3 X 210 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESP), Controls and Instrumentation, Railway siding, Coal handling system, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranes, RCC chimney, diesel generating scts, Various type of
compressor, Departmental store and Main stores for various spare parts like consumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M schemc and others.

(i) 3 generating units of 3 X 210 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostauc Precipitators (ESP), Controls and Instmmcntatxon, Raxlway sxdmg, Coal handlmg system, Ash
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handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
wransformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranes, RCC chimney, diesel generating sets, Various type of
compressor, Departmental store and Main stores for various spare parts like cousumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and others

[(6)] Sikka TPS: 2 generating units of 2 X 120 MW capacity each with all associated and related
equipment such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESP), Controls and Instrumentation, Railway siding, Coal handling system, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears,
Control and Protection system, Overhead Cranés, RCC chimney, diesel generating sets, Various type of
compressor, Departmental store and Main storés for various spare parts like consumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and others.

D) Kutch Lignite TPS:

@ 2 generating urits of 2 X 70 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESP), Controls and Instrumentation, Railway siding, Coal handling system, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT switchgears;
Control and Protection system, Overhead Cranes, RCC chimney, diesel generating sets, Various type of .
compressor, Departmental store and Main stores for various spare parts like consumables, raw material,
different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and others.

Gi) 1 generating units of 1 X 75 MW capacity each with all associated and relzied equipmert
such as Generators and its au-:-i.ry, Turbines and its auxiliary, Boilers and its auxiliary, Condensers,
Electrostatic Precipitators (ESE . ““ntrols and Instrumentation, Railway siding, Coal handling system, Ash
handling system, Ash pond, Raw water supply Systems and Treatment system, DM water plant, Secondary
Fuel Oil Storage facilities and its handli:"g system, Switch yard including step up transformers, Unit
transformer, Service transformers, Auxiliary »zit transformers, Various circuitbreakers, HT & LT switchgears,
Control .and Protection system, Overhead Cranes, RCC chimney, diesel generating sets, Various type of
compressor, Departmental store and Main stores for various spare parts like consumables, raw material,
different kind of valves, pumps; equipments, etc and works in progress under R & M scheme and others.

) (1) Dhuvaran TPS:

' @ 4 generating-units of 4 X 63.5 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers, Controls
and Instrumentation, Railway siding, Raw water supply Systems and Treatment system, DM water plant,
Primary Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers,
Unit transformer, Service transformers, Auxiliary unit transformers, Various circuit breakers, HT & LT
switchgears, Control and Protection system, Overhead Cranes, RCC chimney, diescl generatihg sets, Various
type of compressor, Departmental store and Main stores for various spare parts like consumables, raw
material, different kind of valves, pumps, equipments, etc and works in progress under R & M scheme and
others. )

(i) 2 generating units of 2 X 140 MW capacity each with all associated and related equipment
such as Generators and its auxiliary, Turbines and its auxiliary, Boilers and its auxiliary, Condensers, Controls
and Instrumentation, Railway siding, Raw water supply Systems and Treatiment system, DM ‘water plant,
Primary Fuel Oil Storage facilities and its handling system, Switch yard including step up transformers,
Unit transformer, Service transformers, Auxiliary unit transformers, Varjous circuit breakers, HT & LT

“~switchgears, Control and Protection system, Overhead Cranes,RCC chimney, diesel generating setsy Various

type of coOmpressor, Departmental store and Main stores for various spare parts like consumables, raw
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material, different kind of valves, pumps, equnpmcnts etc and works in progross under R & M scheme and
others .

[42)] Dhuvaran Gas Based Power Station: | generating unitof 1 X 27 MW capacity each with all

associated and related equipment such as Generators and its auxiliary, Gas Turbines ard its auxiliary, Controls
and Instrumentation, Raw watcr supply Systems and Treatment system, DM water plant, Switch yard including
step up transformers, Unit transformer, Service transformer, Auxiliary unit transformers, Various circuit
breakers, HT & LT switchgears, Control and Protection system, Overhead cranes, chimney, various type of
compressor, Departmental store for various spare parts like consumables, raw material, different kind of
valves, pumps, equipments etc and works in progress under R & M Scheme and othzrs.

(G)  Utran Gas Based Power Station (STG): i gencrating unit of I X 45 MW capacity each with
all associated and related equipment such as Generators and its auxiliary, Gas Turbines and its auxiliary,
Controls and Instrumentation, Raw water supply Systems and Treatment system, DM water plant, Switch
yard including step up transformers, Unit transformer, Service transformer, Auxiliary unit transformers,
Various circuit brzakers, HT & LT switchgears, Control and Protection system, Overhead cranes, chimney,*
various type of compressor, Departmental store and Main stores for various spare parts like consumables,
raw materizi, different kind of valves, pumps, cqunpmems etc and works in progress under R & M Scheme
and others. : :

2. HYDRO POWER STATION:

(A) Ukai Hydro Powsr Station: 4 generating units of 4 X 75 MW Capacity each with all associated
and related equipment such as Water Turbine and its auxiliary, Generator and its auxiliary, Penstocks at the
intake structure, penstock gates, Power house, Drafi tube gate, Tail race channel, Switch yard, Step up
transformers, Step down transformers, Circuit breakers, Control and Protection system, Overhead cranes,
Gantry cranes, Hydraulic hoists, Power house stores spares parts, Consumables, Raw materials étc and
works in progress. '

(B) Kadana Hydrg Power Station: 4 generating units of 4 X 60 MW Capacity each with all
associated and related equipment such as Water Turbine and its auxiliary, Generator and its auxiliary, Penstocks
at the in'2%+ siructure, penstock gates, Power house, Draft tube gate, Tail race channel, Switch yard, Step up
transfonners, Step down transformers, Circuit breakers, Control and Protection system, Overhead cranes,
Gantry cranes, Hydraulic hoists, Power house stores spares parts, Consumables Paw materials etc and
works in progress. .

3. MINI HYDEL POWER STATIONS:

(A) Ukai Left Bank Canal Hydro Power Station: 2 generating units of 2 X 2.5 MW each with all
associated and related such as Water Turbine and its auxiliary, Generator and its auxiliary, Penstocks at the
intake structure, penstock gates, Power house, Draft tube gate, Tail race channel, Switch yard, Step up
transformers, Step down transformers, Circuit breakers, control and Protection system, Overhead cranes,
Gantry cranes, Hydraulic hoists, Power house stores spares parts, Consumables, Raw materials etc and
works in progress.

(B) Panam Canal Mini Hydro Power Station: 2 generating units of 2 X 1 MW each with all
associated and related such as Water Turbine and its auxiliary, Generator and its auxiliary, Penstocks at the
“intake structure, penstock gates, Power house, Draft tube gate, Tail race channel, Switch vard, Step up
transformers, Step down transformers, Circuit breakers, control and Protection system, Overhead cranes,
Gantry cranes, Hydraulic hoists, Power house stores spares parts, Consumables, Raw materials etc and
works in progress.

Il.  POWER PROJECTS UNDER CONSTRUCTION:

(2) Kutch Lignite Thermal Power Station Unit IV envisaging | unit of 75- MW along with associated
equipment.

IIl. GENERAL ASSETS:

The followmg. if they cxclusxvely or primarily pertain to the gcncratmg stations or projects referred
to in paras I and II above or activities related to such generating stations or projects:
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IV.

VI.

(a)

(b)

1.

(1

@

3)

(a) Special tools and equipment, material handling equipment, earth movers, bulldozers, concrete +
mixtures, cranes, trailers, heavy and light vehicles, fumiture, fixtures, office equipment, air
conditioners, refrigerators, computers and signal systems, spares, consumables, raw materials, lands
and civil works installations including roads, buildings, staff quarters, rest hous=s, properties and
structures and their associated buildings, schools, dispensaries, testing laboratories and equipment,
training centres, workshops, works in progress, machinery and equipment sent for repairs, scraps

and obsolete.

The office establishment and other buildings and lands, not covered elsewherz in this scheduie
‘which are predominantly occupied/used for the activities of Generation Undertakings as on the datc

of transfer.

The lands, buildings and colonies that may not be in use as on the date of transfer byt are rclatedto
the existing or decommissioned gencrating stations and not covered elsewhere in this schedule.

LIABILITIES AND MISCELLANEOUS:

Contracts, agreements, interest and arrangements to the extent they are associated with or
related to Generation activities or assets referred to in paras I and Il above.

Loans, secured and upsecured to the extent they are associated with or related to Generation
activities or assets referred tc in paras I and il ahove. ' ‘

Other current assets to the extent they are associated with or related to Generation activities
or assets referred to in parhs I and Il above.

Otirer Current liabiiities and provisions to the extent they are associated with or related to
Generation activities or assets referred to in paras I and II above,

Contingent liabilities to the cxtent they are recognized and are associated with or related to
Generation activities or assets referred to in paras [ and II above.

Other liabilities to the extent they are associated with or-rclated to Generatioa activities or
assets referred to in ps- . T and Il above. :

PROCEEDINGS:

Proceedings to the extent thiey are associated with or related to Generation activities or assets referred
to in paras I and I above.

GENERAL:

The assets of the generating undertaking shall vest in GSECL in terms of this Transfer Scheme at

. the value to be notified by the State Government as per clause 5(6)(c) of this scheme.

The State Government shall before the end of the provisional period mentioned in clause 9 of the
scheme allocate the liabilities of the Board to GSECL to the extent-and in such a manner as the State
Government may consider necéssary.

In consideration of the transfer mentidned above, the State Government may, direct GSECL to issue
instruments such as equity shares, preference shares, debentures and other securities in favour of
the State Government or the Board or in other Company as the State Government may direct taking
into account the assets and liabilities transferred from the Board to GSECL. '
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SCHEDULE B
TRANSMISSION UNDERTAKING

The transmission undertaking shall comprise of all Assets, Liabilitics and proceedings belonging to
the Gujarat Electricity Board concerning the transmission of electricity including but not limited to the
following: -

I. TRANSMISSION ASSETS:

All the transmission lines having the capacity to carry electricity at voltages of 33, 66 kV and above
on double circui/single circuit/ single circuit on double circuit towers with Grid sub-stations of various
capacities’ with all associated and related equipment, including step-up, step-down transformers, circuit
breakers, metering arrangements and other protective devices with power-line communication system, allied
contro! rooms, lands (including right of way), buildings, diesel generating sets, roads and other auxiliary
asseis spread owver within and outside the territory of the State including such assets under construction and
assets acquirc:d , iransferred or rights of which were vested with the Board by transfer, sale, lease or otherwise,
but excludisz such constructions or installations lawfully owned and operated by others. :

*.. «ddition to the above, below 66 KV distribution system, which are in the 66 kV and above Grid
Sub-stations and are integral part of the transmission shall be part of the transmission system and they shall
not fouin part of the distribution undertakinge noiwithstanding anything contained in any other sckedule.

IL. GENERAL ASSETS:

* v ' . P
(a) The following, if they exclusively or primarily pertain to the above mentioned transmission systems
properties or projects or activities related to such transmission systems, properties or projects:

Special tools and equipment, material handling equipment, earth moers, bulldozers, concrete
mixtures, cranes, trailers, heavy and light vehicles, furniture, fixtures, office equipment, air
conditioners, refrigerators, computers and signal systems, spares, consumables, raw materials, lands
and civil works installations including roads, buildings, staff quarters, .est houses, properties and
~tructures and their associated buildings, schools, dispensaries, testing la boraiories and equipment,

U zining centers, workshops, works in progress, machinery and equipment sent for repairs, scraps .
aud obsolete. - '

(b) The following pertaining to the shared Sub-statigns to the extent of rights which vested in the Board

Special tools and equipment, material handling equipment, earth movers, bulldozers, concrete
mixtures, tranes, trailers, heavy and light vehicles, furniture, fixtures, office equipment, air
conditioners, refrigerators, computers and signal systems, spares, consumables, raw materials, lands
and civil works installations including roads, buildings, staff quarters, rest houses, properties and
structures and their associated buildings, schools, dispensaries, testing laboratories and equipment,
‘training centers, workshops, works in progress, machinery and equipment sent for repairs, scraps
and obsolete.

f

H (c) All independent and stand-alone Rest houses, which are not part of any substations/installations.of
the Board. : :

(d) - The office establishment and other build‘ings»and lands, not covered elsewhere in this schedule
which are predominantly occupied/used for the activities of Transmission Undertakings as on the
date of transfer. : »

III.  LIABILITIES AND MISCELLANEOUS:

1. ~Contracts, agreements, interest and arrangements to the extent they are associated with or related to
transmission activities or assets referred to in paras I, and I above.

2. Loans, secured and unsecured to the extent they are associated with or related ‘to transmission
activities or assets referred to in paras I and II above.

3. " Other Current Assets to the extent they are associated with or related to transimission activities or
assets referred to in paras I and IT above. S
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4, Other Current liabilities arid provisions to the extent they are associated witl or related to transmission
activities or assets referred to in paras I and II above.

5. Contingent liabilities to the extent they are recognised and are associated with or related to
transmission activities or assets referred to in paras I and II above.

6. Other liabilities to the extent they are associated with or related to transmission activitics or assets
referred to in paras I and Il above.

IV. PROCEEDINGS:

1. Proceedings to the extent they are associated with or related to transmission activities or assets
referred 1o inparas [ and IT above.

V. GENERAL:

(1) The assets of the transmission undertaking shall vest in GETCOin terms of this't‘ransfer scheme at
the value to be notified by the State Government as per clause 5(6)(c) of this Scheme. .

2) The State Government shall before the end of the provisional period mentioned in Clause 9 of the
Scheme allocate the liabilities of the Board to GETCO to the extent and in such a manner as the
State Goverment may considér necessary.

(3) In consideration of the transfcr mentioned above, the State Government may, direct GETCO to
issue instruments such as equity shares, preference shares, debentures and other securities in favour
of the State Government or the Board or in other Company as the State Government may direct
taking into account the assets and liabilities transferred from the Board to GETCO.

SCHEDULE: C
DISTRIBUTION UNDERTAKING OF DISCOM 1

The Distribution Undertaking ofDISCOM 1 shall comprise gznerally of all the Asscts anoxlmcs
and proceedings belonging to the Board concerning the ‘distribution cf electricity in the area of supply
constg of existing North Distribution Zone of the Board in the State ... - ujarat.

I DISTRIBUTICHN ASSETS: R ’ T

All 22 KV, 11 kV, LT (Single phase 2 wire to 3 phase 5 wire) lines (with 6. :rhead lines, Aerial
Bunched cablés and underground cables) and Sub-stations on different types of suppi=.s with various sizes
of conductors and step up/siep down transformers, breakers, protective and metering devices and control
rooms, testing laboratories, lands (including right of way), buildings, roads, diesel gencrating sets or-other
conventional and non-conventional generating units, service connections and installations inside consumer’s
premises, street lighting and signal systems owned by or leased to the Board but excluding fittings, fixtures
and installations owned, by private persons or local authorities, including any of the above assets under
construction as on date of transfer.

I GENERAL ASSETS:

The following, if they exclusively or primarily pertain to the above mentioned distribution systems,
properties or projects or activities related to such distribution systems properties or projects:

Special tools and equipment, material handlmg equipment, earth movers, bulldozers, concrete
mixtures, cranes, trailers, heavy and light vehicles, fumiture, fi xtures, office equipment, air conditioners,
refrigerators, computers and signal systems, spares, corisimables, raw materials, lands and civil works
installations including roads, buildings, staff quarters, rest houses, properties and structures and their associated
buildings, schools, dispensaries, testing laboratories and equipment, training centers, workshops, works in
progress, machinery and equipment sent for repairs, scraps. and obsolete.

The office establishment and other buxldmgs and :lands, not covered elsgwhere in this schedule
which are predominantly occupxed/uscd for the,activities of stmbutxon Undertakmg of Dlscom 1 asonthe
date of transfer.
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1. LIABILITIES AND MISCELLANEOUS: '

1. Contracts, agreements, interest and arrangements to the extent they are associated with or n,lated tc
distribution activities or assets referred to in paras 1 and 11 above.

2. Loans, secured and unsecured to the extent they are associated with or reiated to distribution activities
or assets referred to in paras I and II above.

3. Other Current Assets to the extent they are associated with or related to distribution activities or
assets referred to in paras I and I above. ‘

4.  Other Current liabilities and provisions to the extent they are associated with or related to distribution
activitics or-assets referred to in paras [ and II above.

5. Contingent liabilities to the extent they are recognised and are associated witli or related to distribution
activities or assets referred to in paras I and 1l above.

6. Other liabilities to the extent they are associated with or rejated to distribution activities or assets
referred to in paras I and II above. ' :

IV. PROCEEDINGS:

1. Proceedings to the extent they are associated: with or reiated to-distribution activities or assets
referred to in paras 1 and IT above. -

V. GENERAL:

(1) The assets of the distribution undertaking shall vest in DISCOM 1 in terms of this Transfer Scheme
’ at-the value to be notified by the State Government as per Clause 5(6)(c) of this Scheme.

(2) The State Government shall before the end of the provisional pericd mentioned in Clause 9 of the
Scheme allocate the liabilities of the Board to DISCOM 1 to the extent and in such a manner as the
State Gevernment may consider necessary. :

(3) In consideration of the transfer mentioned above, the State Government may, direct DISCOM 1 to
. ssue instruments such as equity shares, preference shares, debentures and other securities in favour
¢« the State Goverrment or the Board or in other Company as the State Government may direct
taking into account the assets and liabilities transferred from the Bezrd to DISCOM L.

SCHEDULL D
DISTRIBUTION UNDERTAKIN G OF DISCOM 2

The Distribution Undertaking of DISCOM 2 shall comprise generally of all the Assets, Liabilities
and proceedings belonging to the Board concerning the distribution of electricity in the area of supply
consisting of existing South Distribution Zone of the Board in the State of Gujarat.

. DISTRIBUTION ASSETS:

All 11 kV, LT. (Single phase 2 wire to 3 phase 5 wire) lines (with overhead lines, Aerial Bunched
cables and underground cables) and Sub-stations on different types of supporis with various sizes of conductors
and step up/step down transformers, breakers, protective and metering devices and control rooms, testing
laboratories, lands (including right of way), buildings, roads, diesel generating sets or other conventional
and non-conventional generating units, service connections'and installations inside consumer’s premises,
street lighting and signal systems owned by or leased to the Board but excluding fittings, fixtures and
instailations owned, by piivate persons or local authorities, including any of the above assets under
construction as on date of transfer.

IL. GENERAL ASSETS:

The followmg, if they exclusively or primarily pertain'to the above mentioned dlSU‘lOU[IOﬂ systems,
propemcs or prOJects or actlvmes related to such dlstnbutxon systems, propemes or projects:
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Special tools and equipment, material handling equipment, earth mcvers, bulldozers, concrete
mixtures, cranes, trailers, heavy and light vehicles, furniture, fixtures, office equipment, air conditioners,
refrigerators, computers and signal systems, spares, consumables, raw materizis, lands and civil works
installations including roads, buildings, staff quarters, rest houses, propertiés and structures and their associated
buildings, schools, dispensaries, testing laboratories and equipment, training centers, workshops, works in
progress, machinery and equipment sent for repairs, scraps and obsolete.

The office establishuent and other buildings and lands, not covered eisewhere in this schedule
which are predominantly occupied/used for the activities of Distribution Undertaking of Discom 2 as on the
date of transfer.

IIL LIABILITIES AND MISCELLANEOQOUS:

(1) Contracts, agreements, interest and arrangements to the extent thcy are associated thh or related to
distribution activities or assets referred to in paras I and Il above.

.

(2) Loans, secured and unsecured to the extent they are-associated with or related to distribution activities
or assets referred to in paras I and II above.

(3) Other Current Assets to the extent they are associated with or related to distribution activities or
assets referred to in paras I and IT above.

(4) Other Current liabilities and provisions to the extent they are associated with or related! to distribution
activities or Assets referred to in paras I and II above.

(5) Contingent liabilities to the extent they are recognised and are associated withor reiated to distribution
activities or assets referred to in paras I and II above.

(6) Other liabilities to the extent they are associated with or related to dxsmbuuor actlvmes or assets
referred to in ;aras I and T above.

Iv. PROCEEDIINCE:

1) Procezedings to the extent lhcy are associ . .with or related to distribution activities or assets
referred to in paras I and I above. : :

V. GENERAL:

(1) The assets of the distribution undertaking shall vestin {SCOM 2 in termas of this transfer scheme
at the value to be notified by the State Government as or clause 5(6)(c) of this scheme.

(2) The State Government shall before the end of the provisional period mentioned in clause 9 of the
Scheme allocate the Habilities of the Board to DISCOM 2 to the extent and in such a manner as the
State Government may consider necessary.

(3) In consideration of the transfer mentioned above, the State Government may, direct DISCOM 2 to
issue instruments such as equity shares, preference shares, debentures and othier securities in favour
of the State Government or the Board or in other Company as the Stat: Government may direct
taking into account the assets and liabilities transferred from the Board to DISCOM 2.

SCHEDULE: E
DISTRIBUTION UNDERTAKING of DISCOM 3

The Distribution undertaking of DISC OM3 shal] comprise generally of ail the assets, liabilities and
proceedings belonging to the Board conicerning the distribution of electricity in the area of supply consxstmg
of existing Central Distribution Zone of the Board in the State of Gujarat.

I DISTRIBUTION ASSETS'

All 11 kV, LT. (Smgle phase 2 wire to 3 phase 5 wire) lines (with ovcrhead lmcs, Aerial Bunched
cables and underground cables) and Sub-stations on different types of supports with various sizes of conductors
and step up/step down transformers, breakers, protective aid metering devices and contro] rooms, testing
laboratdries, lands (including right of way), buildings, roads, diesel generating sets or other conventional
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and non-conventional generating units, scrvice connections and installations inside consumer’s premises,
street lighting and signal systems owned by .or leased to the Board but excluding fittings, fixtures and
installations owned, by private persons or local authorities, including any of the above assets under
construction as on date of transfer.

IL.: GENERAL ASSETS: -

The following, if they exclusively or primarily pertain to the above mentioned distribution systems,
properties or projects or activities related to such distribution systems, properties or projects:

Special tools and equipment, material hanfiling equipment, earth movers, bulldozers, concrete
mixturgs, cranes, trailers, heavy and light vehicles, furniture, fixtures, office equipment, air conditioners,
refrigerators, computers and signal systems, spares, consumables, raw materials, lands and civil works
installations including roads, buildings, staff quarters, rest houses, properties and structures and their associated
buildings, s~hools, dispensaries, testing laboratories and equipment, training centers, workshops, works in
progress, 1:uschinery and equipment sent for repairs, scraps and obsolete. . .

The office establishment and other buildings and lands, nei covered elsewhere in this schedule
which are predominantly occupied/used for the activities of Distril-u:tion Undertaking of Discom 3 as on the
date of transfer. ~ '

1. LIABILITIES AND MISCELLANEQUS;:

1. Contracts, agreements, interest and arrange ments to the extent they are associated with or related to
distribution activities or assets referred to in paras [ and IT above.

2. Loans, secured and unsecured to the extent they are ass«-ciated with or related to distribution activities
or assets referred to in paras I and II above.

3. Other Current Asrets to the extent they are 2ssnciat v with or related o disiriSution activities or
assets referred to in paras I and I above.

4. Other Current liabilities and provisions to the extent 1.7 are associated with or related to distribution
activities or assets referred to in paras I and I7 alxswe.

5. Contingent liabilities to the extent they are recognizec and are: usyociated with or related to distribution
activities or assets referred to in paras I and Il aboy-:,

6. Other liabilities to the extent they are associated w:ith or related to distribution activities or assets
referred to in Paras I and II above.

V. PROCEEDINGS:

1. Proceedings to the extent they are associated with or related to distribution activities or assets
referred to in paras I and I above.

V. GENERAL:

(1) Theassets of the distribution undertaking shall vest in DISCOM 3 in terms of this Transfer Scheme
at the value to be notified by the State Government as per clause S5(6)(c) of this scheme.

(2) The Staic Government shall before the end of the provisional period mentioned in clause 9 of the
scheme allocate the liabilities of the Board to DISCGiM 3 to the extent and in such a manner as the
State Government may consider necessary.

3) In consideration of the transfer mentioned above, the State Government may, direct DISCOM 3 to
issue instruments such as equity shares, preference shares, debentures and other securities in favour
of the State Government or the Board or in other Company as the State Government may direct
taking into account the assets and liabilities transferred from the Board to DISCOM 3.
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' SCHEDULE F ‘
DISTRIBUTION UNDERTAKING of DI5COM 4

The Distribution Undertaking of DISCOM 4 shal] comprise géncrally of all the Assets, Liabilities
and proceedings belonging to the Board concerning the distribution of electricity in the area of supply
consisting of existing Rajkot and Bhavnagar Distribution Zones of the Board in the State of Gujarat.

I DISTRIBUTION ASSETS:

All 11 kV, LT. (Single phase 2 wire to 3 phase S wire) lines (with overhead lines, Aerial Bunched
cables and underground cables) and Sub-station__s‘on different types of supports with various sizes of conductors
and step up/step down transformers, breakers, protective and metering devices and control rooms, testing

and non-conventional generating units, service connections and installations-inside consumer’s premises,
street lighting and signal systems owned by or leased to the Board but excluding fittings, fixtures and
installations owned, by private persons or local authorities, including any of the above assets under
construction as on date of transfer. :

IL GENERAL ASSETS:

The following, if they exclusively or primarily pertain to the above meutioned distribution systems,
properties or projects or activities related to such distribution systems, properties or projects:

Special toals and -equipment, material handling equipment, earth movers, bulldozers, concrete
mixtures, cranes, trailers, heavy and light vehicles, furniture, fixtures, office ‘equipment; air
conditioners, refrigerators, computers and signal systems, spares, consumables, raw materials, lands
and civil works installations including roads, buildings, staff quarters, rest houses, properties and
structuics and their associated buildings, schools, dispensaries, testing laboratories and equipment,
training centers, workshops, works in progress, machinery and equipment sent for repairs, scraps
and obsolete. :

The office establishment and other buildings and lands, not covered elsewhere in this schedule
which are predominantiy occupind/used for the activities of Distribution Undertaking of Discom 4 as on the
date of transfer. .

III. LIABILITIES AND MISCELLANEOUS:

1. . Contracts, agreements, interest and sirangements to the extent they are associated with or related to
distribution activities or assets referred to in paras [ and II above, S
Loans, secured and unsecured to the extent they are associated with orrelated to distribution activities

or assets referred to in paras I and IT above.

3. Other Current Assets to the extent they are associated with or related to distribution activities or
assets referred to in paras I and II above. .

S8

4. Other Current liabilities and provisions to the extent they are associated with orrelated to distribution
activities or assets referred to in paras I and II above. ’

S. Contingent liabilities to the extent they are recognised and are associated with or related to distribution
activities or assets referred to in paras I and II above. C ,

6. Other liabilities to the extent they are associated with or related to distribution activities or assets

referred to in paras I and II above.
IV. PROCEEDINGS:

Proceedings to the extent they are associated with or related to cistribution activities or assets
referred to in paras I and II above. S - -

V. GENERAL: . ‘ SRS :
(1) -~ - The assets of the distribution undertaking shall vést in DISCOM 4 in tems of this tfansfer scheme
" at the Value to be notified by theSmteG tyc’le’r"rllr'ﬂcqty:as_pé'f-"claugé’: S(E)(c) of this Schcmc o

I
N
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