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Chapter 8

Open Access — Transmission Charges, Wheeling

Charges and Cross Subsidy Surcharge

8.1

8.2

The Commission approved the transmission charges, wheeling charges and cross
subsidy surcharge for open access users for the year 2005-06 in its order dated 28"
February 2006. These charges were based on 2003-04 data made available by GEB.
The Gujarat Energy Transmission Corporation (GETCQO) and the four Distribution
Companies — DGVCL, MGVCL, UGVCL and PGVCL the successor entitles of
Gujarat Electricity Board (GEB) filed the petitions for determination of Annual
Revenue Requirement (ARR), transmission charges and retail supply tariff for the
control period 2008-09 to 2010-11.

The Commission approved the ARR of the above utilities, transmission charges and
retail supply tariffs in the respective orders. Based on the approved charges, the
Commission revises the open access charges as below. These charges are
applicable for the year 2008-09.

Transmission Charges
The transmission charges as given below are applicable for the use of transmission
lines (system) of GETCO, the transmission licensee, Generating Companies,
Distribution Licensees, other licensees and also consumers who are permitted open
access under section 42 (2) of the Electricity Act 2003.
Rates:
Transmission charges for 2008-09 Rs. 2410/MW/Day

Rs. 73298/MW/Month

Plus

Energy loss in Kind at 4.09%
The transmission charges payable in cash by long-term open access and short-term

open access users shall be -

¢ Long-term open access users Rs. 2410/MW/Day

Rs. 603/MW/Day

s Short-term open access users
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8.3

(1/4 X long term rate= 1/4X2410 = Rs. 603)

The transmission charges for short-term open access users shall further be based on

(a) | Upto 6 hours in a day in one block = | Rs.151/ MW
(1/4 X Short term rate (1/4 X 603)

(b) | More than 6 hours and upto 12 hours in one block = | Rs. 302/ MW
(1/2 Short term — 1/2 X 603)

(c) | More than 12 hours upto 24 hours in one block is the = | Rs. 603/ MW

short term rate

In addition the applicable system losses and other charges as in Commission’s open
access Regulations will also be charged. The long and short term open access are
as defined in the Regulations of the Commission.

Wheeling Charges

The wheeling charges for the four Distribution companies — DGVCL, MGVCL,
PGVCL and UGVCL for the year 2008-09, first year of the control period (2008-09 to
2010-11) as given below are applicable for use of the distribution system of a
licensee by other licensees or generating companies or caplive power plants or
consumers permitted open access under section 42 (2) of the Electricity Act 2003.

1 The Aggregate Revenue Requirement of the four | Rs. Lakhs 1429957
Distribution companies for the year 2008-09

2 | Less: The power purchase cost of the four distribution | Rs. Lakhs 1218311
companies

3 | Distribution costs of the four distribution companies | Rs. Lakhs 211646
(1-2)

4 | Distribution costs of the four distribution companies at | Rs. Lakhs 63494
11 kV (Assumed at 30% of total distribution cost)
5 | Energy input to the four distribution companies at MU 47105
11 kV
6 | Wheeling charges at 11 kV  (4/5) Ps/kKWh 13.48
7 | Wheeling charges at 400V (LT) (3/5) Ps/kWh 44,93
Plus
Point of injection Loss at point of energy delivered
11 kV 400 Volts
11 kV, 22 KV and 33 kV 10.01% 18.57%
400 volts - 9.51%

The losses in HT and LT Network are 10.01% and 9.51%, respectively, with respect to
energy input to that segment of the system. In case injection at HT level and drawal at
LT level envisages use of both the networks i.e HT and LT, in that case, the combined
loss works out to 18.57% of the energy injected at HT Network.
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The above wheeling charges payable shall be uniform in all the four distribution
companies — DGVCL, MGVCL, PGVCL and UGVCL.

8.1 Cross-subsidy Surcharge

The Commission, in its order dated 28.2.2006, determined the Cross-subsidy
surcharge, as payable by any consumers opting for open access, at Rs. 1.80. It was
further reduced to Rs. 1.35 per kWh vide its order dated 6.5.2006. Thereaiter, the
Commission vide its order dated 31.3.2007 reduced the Cross-subsidy surcharge at
Rs.1.00 per kWh based on the Average Cost of Supply.

The Appellate Tribunal for Electricity in an Appeal No. 171 of 2005 has also directed
that the State Regulatory Commissions should follow the methodology for
determining the Cross-subsidy surcharge as specified in the Tariff Policy, which are
notified by the Government of India under the Electricity Act, 2003. Earlier, the
Commission had determined the Cross-subsidy surcharge based on the average
cost of supply which requires re-consideration in the light of the judgment of the
Appellate Tribunal and need for reducing the Cross-subsidy surcharge with a view to

facilitating open access for consumers.

The relevant clause of the Tariff Policy is reproduced as under:

“8.5 Cross-subsidy surcharge and additional surcharge for open access

8.5.1 National Electricity Folicy lays down that the amount of cross-subsidy
surcharge and the additional surcharge to be levied from consumers who are
permitted open access should not be so onerous that it eliminates competition
which is intended to be fostered in generation and supply of power directly to

the consumers through open access.

A consumer who is permitted open access will have to make payment to the
generator, the transmission licensee whose transmission systems are used,
distribution utility for the wheeling charges and, in addition, the Cross-subsidy
surcharge. The computation of Cross-subsidy surcharge, therefore, needs fto
be done in a manner that while it compensales the disiribution licensee, it
does not constrain infroduction of compelition through open access. A
consumer would avail of open access only if the payment of all the charges

leads to a benefit to him. While the interest of distribution licensee needs to
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be protected it would be essential that this provision of the Act, which requires
the open access io be introduced in a time-bound manner, is used fo bring

about compelition in the larger interest of consumers.

Accordingly, when open access is allowed the surcharge for the
purpose of sections 38, 39, 40 and sub-section 2 of section 42 would be
computed as the difference between (i) the tariff applicable to the relevant
category of consumers and (ii) the cost of the distribution licensee to supply
electricity to the consumers of the applicable class. In case of a consumer
opting for open access, the distribution licensee could be in a position to
discontinue purchase of power at the margin in the merit order. Accordingly,
the cost of supply to the consumer for this purpose may be computed as the
aggregate of (a) the weighted average of power purchase costs (inclusive of
fixed and variable charges) of top 5% power at the margin, excluding liquid
fuel based generation, in the merit order approved by the SERC adjusted for
average loss compensation of the relevant voltage level and (b) the
disiribution charges determined on the principles as laid down for inira-state

transmission charges.

Surcharge formula:
S=T-[C(1+L/100)+ D]
Where
S is the surcharge
T is the Tariff payable by the relevant category of consumers;

C is the Weighted average cost of power purchase of top 5% at the
margin excluding liquid fuel based generation and renewable power

D is the Wheeling charge

L is the system Losses for the applicable voltage level, expressed as

a percentage

The cross-subsidy surcharge should be brought down progressively and, as
far as possible, at a linear rate to a maximum of 20% of its opening level by
the year 2010-11."



The Commission has examined the provisions of the National Electricity Policy and
Tariff Policy which are notified by the Govt. of India under the provisions of the
Electricity Act, 2003. The Commission has also considered various provisions of the
Electricity Act, 2003 relating to open access in distribution and transmission and has
come to the conclusion that if open access is to be encouraged, then such cross-
subsidy surcharge has to be reduced so that the ultimate cost of power to the
consumer is affordable. Harnessing of captive generation is also very important to
reduce the gap between demand and supply (by using the sunk investment). The
State Government earlier followed a forward looking policy for promation of captive
generation and as a result, Gujarat State is one of the front-runner States to have a
large capacity of captive power plants.

Accordingly, for the licensees of the unbundled GEB, cross-subsidy surcharge has
been worked out by the Commission considering the power purchase by GUVNL on
behalf of distribution licensees which, projected for the year 2008-09, was 50486
MUs. While considering the power purchase of top 5% at the margin viz 2524 MUs,
the price of liquid fuel based power generation and from renewable sources of power

have been excluded.

Estimation of ‘C’: Weighted Average Cost of Power

While adopting the formula as prescribed in the Tariff Policy, (wherein the weighted
average power generation/purchase cost of top 5% power at the margin is to be
considered), the weighted average power purchase cost of top 5% works out as in

Table 8.1, below.
Table 8.1
Sl. Source Energy Purchase in | Total Cost
No. MUs (Rs./kWh)
GPEC 2928 3.93

Estimation of ‘T": Tariff payable by the relevant cateqory of consumers
The average realization of various HT consumer categories {(which are eligible for open

access at present) for the year 2008-09 has been shown in Table 8.2, below.
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Table 8.2

Particulars

Overall Average realisation in Rs./Kwh
Projected for FY 2008-09

H.T./EHT Industrial

4.73

Railway Traction

5.18

46  The Cross-subsidy surcharge based on the above-mentioned formula works out as in

the following table 8.3.

Table 8.3

Category T L D c Surcharge
S=T-[C(1+L/100)
+D]

EHT Rs.4.73kWh | 4.09%# | Rs.0.13%kWh § | 3.93 0.51

Industrial

Railway Rs.5.18kWh | 4.09%# | Rs.0.13kWh§ | 3.93 0.96

traction

# Transmission loss as approved for FY 2008-09

$ Considering transmission charge of Rs. 2410 /MW/Day as approved for GETCO in the

last transmission tariff order with 80% Load factor , the transmission charge works out to

Rs. 0.13 /kWh.

As shown in the above table, the Cross-subsidy surcharge for HT-EHT Category
works out to Rs. 0.51 per Kwh, (which is 28% of the opening level of Cross-Subsidy

surcharge) and Rs.0.96 per Kwh for Railway traction based on the methodology

provided in the Tariff Policy. As per the provisions made in the Electricity Act, 2003

and the National Electricity Policy, it is essential to encourage open access and

reduce the cross-subsidy surcharge in gradual manner to facilitate consumers to adopt

open access. Therefore, the Commission has decided that cross-subsidy surcharge

for bath the HT/EHT industrial category as well as for the Railway Tractions be the

same amount Rs. 0.51 per Kwh.
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Dakshin Gujarat Vij Company Limited
APR for FY 2008-09 & ARR for FY 2009-10

7. Taritf Philosophy and Category-Wise Tariffs

7.1. Open Access- Transmission Charges, Wheeling Charges and Cross

Subsidy Surcharge

As major portion of the FY 2008-10 has already elapsed, the Commission has
decided to continue with the existing Open Access- Transmission Charges, Wheeling
Charges and Cross Subsidy Surcharge. The Commission will review the same during
the APR and Tariff Determination process of FY 2010-11.

7.2.  Impact of Electricity Duty

An issue was raised before the Commission related to levy of Electricity Duty which
is levied in the State on tariff payable by Consumers including the FPPPA. It was
pointed out that any increase in the power bills due to increase in FPPPA puts an
additional burden on Consumer due to compounding effect of ad-valorem structure of
Electricity Duty. Several representations were made to the Commission to change
the above structure of Electricity Duty.

It must be noted that imposition of Electricity Duty is the prerogative of the
Government. The Commission, therefore, has no direct jurisdiction to deal with this
matter. However, in view of the public concerns on the issue the Commission
requested Additional Secretary, Finance Department Government of Gujarat to
represent the State Government in the public hearing. In response to the above it
was submitted by the Additional Secretary that Electricity Duty has been rationalised
over a period of time. It has been reduced from its peak of 60% to current maximum
limit of 25% which translates into a reduction of Rs 1000 Cr of Electricity Duty.

It was further clarified by Finance Department that Electricity Duty is dealt with by
Energy and Petrochemicals Department and this issue needs to be examined by the
said department. Only after it receives official communication from Energy and
Petrochemicals Department, it would be able te announce any change in the current
structure.

The Commission feels that the system of ad-valorem duty makes the impact of any
tariff increase compound even further. Due to the current ad-valorem structure of
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