BEFORE THE  HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION, 
SHIMLA   
                  Case No. 35 to 41/ 2002

 
In the matter of: 
Suo moto notice under Section 45 of the Electricity Regulatory Commissions Act, 1998 (14 of 1998) issued on   March 30, 2002 for contravention of direction No. 7.9 & 7.10 of Tariff order dated October 29, 2001, issued in the name of:  
	1 
	Kr.Shamsher Singh, Chairman   

	2 
	Shri K.S.Narang, Member (Admn.)   

	3 
	Smt.Upma Chawdhry, Member (F&A)   

	4 
	Sh H.C.Thakur, Member (Tech.)       

	5 
	Shri P.K.Sood, Member (Op.)              

	6 
	Sh R.K.Sharma, Member (Civil)   

	7 
	HPSEB thro’ Secretary 


	Present for: 
	1 
	Kr.Shamsher Singh, Chairman 
	S/Shri D. D. Sood, Ankush  Dass Sood and Ms Shilpa Sood, Advocates. 

	  
	2 
	Shri K.S.Narang, Member (Admn.) 
	           -do- 
  

	  
	3 
	Smt.Upma Chawdhry, Member (F&A) 
	Sh K. D. Shreedhar, Advocate. 

	  
	4 
	Sh H.C.Thakur, Member (Tech.) 
	S/Sh. Kuldeep Singh & Bimal Gupta, Advocates.         

	  
	5 
	Shri P.K.Sood, Member (Op.) 
	Sh K. D. Shreedhar, Advocate 
  

	  
	6 
	Sh R.K.Sharma, Member (Civil)    
	Sh K. D. Shreedhar, Advocate 
  

	  
	7 
	HPSEB thro’ Secretry 
	Sh K. D. Shreedhar, Advocate 
  


ORDER-CUM-DIRECTION 
I.                   BACKGROUND:   
In the STATEMENT OF OBJECTS AND REASONS in INTRODUCTION Chapter of ERC Act, 1998 overly emphasis has been placed on focussing on fundamental issues facing the power sector namely the lack of rational retail tariffs, the high level of cross-subsidies, poor planning and operation, inadequate capacity, the neglect of the consumer, etc. etc. The Common Minimum National Action Plan for Power (CMNPP) acknowledged that the financial position of State Electricity Board is fast deteriorating and the future development in the power sector cannot be sustained without viable State Electricity Boards and the improvement of their operational performance.  
Regulation 27(v) of HPERC’s Conduct of Business Regulations 2001 under Chapter IV is reproduced hereunder: - 
“(v)
without prejudice to the generality of the powers of the Commission in determining the tariff of generation, transmission and distribution utilities, the Commission may keep in view while determining the tariff factors such as: 
(a)            the need to link tariff adjustments in the productivity of capital employed, manpower resources and improvements in efficiency of capital & resources as to safeguard the interests of the consumers; 
(b)          the need to rationalise tariffs on the basis of bench marked and performance based cost of generation, transmission and distribution 
(c)            Unbundling of such costs to enable rational allocation of costs; 
(d)              the need to transparently provide the appropriate  incentives in a non-discriminatory manner, for a continuous enhancement in the efficiency of generation, transmission and distribution and up-gradation in the levels of service; 
(e)    the simulation of competitive conditions where   markets do not exist and the progressive introduction of competitive conditions;
(f)
the least cost adoption of environmental standards;
(g)
the need for  healthy growth of the industry.”
In para 4.81(ii) of the Tariff Order dated October 29,2001 the Commission has observed as under: - 
“The mindsets have yet to change and the essence of commercial working yet to pervade and percolate through the various hierarchical levels of the Board. To bring up and build such a scenario, the Board would need to unbundled its cost structure and simulate conditions for internal competition. The Commission has directed the Board to complete both these tasks by the next filing. The Commission would consider higher rate of return when the Board is able to demonstrate that these conditions have been satisfactorily achieved.” 
The Commission vide direction No. 7.9 & 7.10 in Chapter 7 of its Tariff Order dated October 29, 2001 for the determination of Annual Revenue Requirement, Transmission &Bulk Supply Tariff and Distribution & Retail Supply for the FY 2001-2002 had directed   the Board to submit the plan for introducing competitive conditions between the various circles in the generation, transmission and distribution departments of the utility together with implementation programme for the same by December 31, 2001.
The plan, submitted by the Board under the cover of its letter of December 26, 2001 by way of compliance of the Commission’s direction did not have any benchmarks, any mechanism and procedure for rewarding the best and discouraging the worst and no implementation programme implying thereby that the plan had been prepared in an unprofessional manner without proper application of mind and due diligence. It was a coloured compliance.
The Commission, nevertheless, in its role as facilitator gave to the plan a shape and a face to simulate the competitive conditions and posed it to the Board vide its letter of February 7, 2002 to propose the left out benchmarks and appropriate mechanism and procedure for rewarding the best and discouraging the worst by February 28, 2002.
The Board instead of submitting the requisite information, prayed for the extension in time by six months vide its letter of February 28, 2002, received on March 1, 2002 after the expiry of the deadline for submission of the requisite information. 
The Commission after careful thought and consideration rejected the Board’s prayer for extension in time.
In the above noted matter, the Commission was prima facie satisfied from the material placed on record on behalf of HPSEB that the respondents namely, 1 to 7 had jointly and severally contravened the direction No.7.10 issued on October 29, 2001 by the Commission. The commission, therefore, issued a suo moto notice to the aforesaid persons on March 30, 2002 to show cause why action in terms of Section 45 of the ERC Act, 1998 and Regulation 51 of HPERC’s Conduct of Business Regulations be not initiated jointly and severally against the Chairman and Members of the Board for contravening the said direction issued by the Commission and further directed to file his/her reply with the Commission by April 29, 2002 and also to state whether he/she would like to be  heard in person.
Application seeking 8 weeks extension in filing the replies were filed by all the respondents on April 30, 2002.  The Commission granted 4 weeks extensions vide order dated April 30, 2002. Respondents/objectors filed their replies in identical form on May 28, 2002 and the hearing fixed for July 2, 2002, which was later on preponed to June 22, 2002 at the request of respondents to hear all the cases together.
The case was heard together with other show-cause notice cases where   individual but the respondents have filed similar replies.  
II.

