BEFORE THE  HIMACHAL PRADESH ELECTY REGULATORY COMMISSION AT SHIMLA
 






                                     M.A.No.75/05
                                                                                             in
Compliance Case No.15/04
 

 

In the matter of:
 

Tariff Order for 2004-05 for  Himachal Pradesh   State Electricity Board –  Application for extension/amendment thereof under sections 86 and 64 of the Electricity Act, 2003:
 

…
 

 

Present  
:For HPSEB


: Sh.P.C.Sardana ,CE (Comm)                                    

                        : Sh.R.K.Punshi,Director
 

                        : For Govt. of HP                   : Sh.Om Parkash, Sr.Asstt.      
 



:Consumer Representative
:  Sh.P.N.Bhardwaj
 

 

Order
 

Heard.
 

Backgound
 

The licensee – HPSEB has moved an application for extension of the current tariff till the Commission determines the new tariff for the year  2005-06 to cover the period  from  Ist April, 2005 to the date of coming into  force of the next tariff order and defer the application of kvah based two part tariff for consumers having connected load above 20 kw in respect of all categories except domestic  to 1.7.2005 instead of 1.4.2005.  Under section 64 of the Electricity Act, 2003 the  next   tariff order is to be issued within 120 days from the effective date of receipt of the application i.e. 3-3-2005 and could be issued only  by 30-6-2005.
 

Contention of Parties 
 

Shri P.C.Sardana, CE(Com.) appearing for the  licensee read the prayers made in the application to allow the tariff approved for FY 2004-05 to be continued till the issue of the next tariff order and  deferment of the application of kvah based  two part tariff in respect of  consumers with connected load above 20 kw in all  categories except domestic to 1-7-2005 instead of 1-4-2005 as already ordered.  Shri Om Parkash, Sr. Assistant, appearing for the  Govt. of Himachal Pradesh  reiterates the averments made in the  MA No.94/05 in which the  Government  has contended  that  HPSEB has not filed ARR  for 2005-06 within the stipulated period.  There were  many   shortcomings  in the ARR  and the Commission vide its  various orders asked for additional information from the Board and  only after receiving the additional information the ARR was  admitted by the Commission on 3-3-2005.  The State Government  further  has conveyed the decision to dispose off the  free power  available to  it  as royalty at most competitive rates in the market w e f 1-4-2005 and the HPSEB may arrange  power from its own sources to bridge  the  gap owing to deposal of free power  by the government at  competitive rates.  The State Government  has opposed the extension  in toto of the tariff order  beyond 31-3-2005.   

 

Shri P N Bhardwaj, learned consumer representative has  serious reservations to the very  application  praying  for   continuation of the current tariff beyond 31-3-2005.  He contends that the application lacks  the basic details in regard to the  revenue realization and the   efficiency gains made, if any, so that the consumers could  expect some share  out of the benefits. He submits that the stand of the GoHP was very well known since January, 2005 that it would not sell its free power entitlement  to HPSEB.  He refers  to section 7.5.2  of the  tariff order dated 2-7-2004 wherein the  power  purchase cost has been adjusted for   the  cost  of free  power since it is  specifically targeted at the domestic consumers and its  benefit, therefore, cannot be extended  to other consumer classes.  There is indirect   subsidy of Rs.1.12 per unit in the domestic tariff.  He  fears that  this shall impose additional burden of some Rs.140 crores for the full year on the Board and Rs.35 crores for 3 months which should not be  allowed to be carried  forward to the ARR  for the next year.   He demanded  immediate cessation of the stabilization  surcharge on  31-3-2005 as  stipulated in the  tariff order.  He also  opposed the deferment of kvah  based  two part tariff.  To a question from the  Commission  if in  the view of persistent  non-compliance of the directions of the Commission, he would not like the Commission to withdraw  the additional  revenue of Rs.167 crores  allowed by it  in the tariff order  for 2004-05, he submits that it would  hurt  the financial viability of the Board in the long term.
 

 

Discussion 

 

The HPERC (hereinafter called “the Commission”) issued  the tariff order of 2-7-2004 for the licensee for  the  FY 2004-05.  In terms of  sub-regulation (3) of Regulation 4  of HPERC (Terms and Conditions  for Determination of Tariff) Regulations, 2004, the said  tariff order, unless  amended  or revoked, is to continue only upto 31-3-2005.
 

The tariff determined by the Commission and directions given in chapter 9 of the said  tariff order by the Commission, were  quid pro quo  and mutually inclusive and the tariff so   determined was, within the period specified  by it, subject to the compliance of the said directions to the satisfaction of the Commission  and, non-compliance leading to  such amendment, revocation, variation and  alterations of the  tariff, as may be ordered by the Commission.  In that manner  of speaking, the tariff order of 2-7-2004 was an article of  sacred faith between the licensee and  the  consumers of  Himachal Pradesh and the Commission is  an arbiter of and a privy to such articles  of faith.
 

Further, in accordance with the said Tariff order, in  the event  of failure on the part of the licensee  to file  Aggregate  Revenue Requirement (ARR)  for the FY 2005-06 on or before 30-11-2004, the tariff determined by the Commission  was to cease  to  operate unless  allowed to be continued for further period with such  variations or modifications as may be ordered by the Commission.  The licensee   filed incomplete  and deficient ARR on 8-12-2004 which was  a colourable  compliance.  The complete filing is  deemed to have been made  only on 2-3-2005 after repeated  notices  from the Commission.
 

The Commission  held  review hearings to monitor  and review the progress and status of compliance of various directions of the Commission on the following dates:
 

 

	1
	08.09.2004

	2
	09.09.2004

	3
	08.10.2004

	4
	18.10.2004

	5
	06.11.2004

	6
	08.11.2004

	7
	10.11.2004

	8
	19.11.2004

	9
	10.12.2004

	10
	13.12.2004

	11
	14.12.2004

	12
	16.12.2004

	13
	07.01.2005

	14
	27.01.2005

	15
	08.02.2005

	16
	19.02.2005 (WTM)

	17
	19.02.2005 (Sr. Officers)

	18
	23-3-2005


 

The interim orders,  pursuant to the hearings on the above dates,  passed by the Commission  are  replete  with convincing  and unassailable  evidence of the licensee’s failure to comply with the directions  to the Commission’s satisfaction.  In respect of some directions  of crucial importance to the interest of the consumers, the licensee failed not only to comply with them but de facto  sat in appeal to impart  its own meanings and  assign its own interpretations to  them, tantamount to defiance of the said directions.  

 

Conclusion

 

After  hearing the licensee, GoHP and the learned consumer representative, the Commission  being privy to and  arbiter of the  consumers’ interest  in accordance with the  covenants  of the tariff order of 2-7-2004, has come to the considered view that  the Board is not entitled to the additional revenue of Rs.167 crores allowed to it in the Tariff Order for  FY  2004-05 for  blatant breach of trust of the consumers’ interest and the Commission  should restore the tariff prevalent  before 2-7-2004 i.e.  prior  to the commencement of the said tariff order  for the next  3 months.  Nevertheless,  it is  also  acutely aware that  this   shall grievously  hurt the  fiscal  sustainability of the Board  even while  the licensee  has spared no effort to shoot its own foot.   Taking, however, an extremely  lenient  and soft view, though  prima facie appearing to be against  the interest of the consumers, the Commission herewith   affords yet another but last  opportunity to the licensee  of showing  tangible and  definitive  compliance  in respect of certain directions of critical  importance to the consumers’ interest and  orders the extension  of  the tariff, as determined in the order of 2-7-2004, for a  further period of one month in the first instance , with the following  reiterations:

 

a)  Stabilization  surcharge allowed as per para 8.27 of the said tariff order shall cease to operate w e f 1-4-2005;
 

b)  Two part  kVAh based tariff structure in respect of Commercial Supply (C.S.), Non Domestic Non Commercial Supply (NDNCS) Water Pumping Supply (WPS), Small and Medium Supply (SMS) and Bulk Supply (BS) with  connected load above 20 KW shall come into force from Ist April, 2005 as already ordered  vide interim order dated 10th December, 2004;
 

c)   All other terms and conditions of the tariff order of 2-7-2004 shall remain  un-altered;
 

d) The said  extension shall  expire  on 30-4-2005 unless allowed to be continued for further period,  with such variations or modifications as may be ordered by the Commission. Further extension shall be subject to the compliance of the directions  given in the tariff order  especially the following:
 

a) Direction No. 9.4.23-  Larji Hydro Electric Project:-  The Commission has constituted a committee to investigate and enquire into high cost escalation  and  excessive completion period of Larji Hydro Electric Project in its interim order dated 23.03.2005 and the Board shall ensure full compliance of the various directions made in the said order. 
 

ii)
Direction No. 9.4.21- H.P.Jal Vidyut Vikas Nigam Ltd. (HPJVVNL)- The Board shall    ensure the transfer of requisite funds as directed by the  Commission in its interim order dated 19.02.05.

 

 

iii)
Direction No. 9.4-  (a) Views on Public interaction programme together with the implementation plan to commence this programme w e f 1-7-2005.

 

 

iv)
Direction No. 9.4 – (b) Establishment of Forum for Redressal of Grievances of the Consumers. The  candidates for the  posts  shall be  shortlisted during April, 2005.   Terms and conditions of their appointment  and service should also be finalized.

 

v)
Direction No. 9.4.13 -Outstanding dues from Govt. Departments- Outstanding dues from the Govt. departments shall  be brought to zero by 31st March 2005 as committed by the Board.
 

i) i)                    Direction No. 9.4.15-Material Management.  Special  audit  reports of  Divisions as per the calendar of Audit with  follow up action to recover  the  amount as per  interim  orders. 
 

ii) ii)                   GPF of Employees: The Board shall file an affidavit within 2 weeks as to how it intends to safeguard the interest of subscribers and employees with  Rs.186 crores lying  un-invested.
 

The  status affidavit  in regard to compliance of  aforesaid directions  shall be filed on 26th  April, 2005.  The Commission shall  take a  view   on whether  or not  to  allow further extension  with or  without amendments. 
 

MA Nos.75/05 and 94/05    in Compliance case No.15/04 are   thus  disposed off.
 

 

Dated: 28-3-2005






     (S S Gupta)
       Chairman
 

 

