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ORDER

The present Petition has been filed by Applicant/Petitioner Gujarat
Hira Bourse under Section 86 (1) (f) and other applicable provisions
of Electricity Act, 2003 against DGVCL to handing over the existing
distribution network thereof by M/s Gujarat Hira Bourse (GHB)
inside the park to DGVCL, by paying 2.5% verification charge instead
of 15% supervision charge demanded by DGVCL, inter-alia, seeking

following reliefs:

(a) With the reference to our letter to DGVCL on dated 28.03.2019,
GHB has requested DGVCL to review the decision of 15%
Supervision charges because GHB has established the entire
cable network at its own cost and under its own supervision.
DGVCL has not born any cost related to laying of cable Network
and its supervision. It is injudicious to apply supervision charges

in case where DGVCL has not done any kind of Supervision Work.

(b) GHB is looking forward for your judicious intervention under
section 86 and other applicable provision of Electricity Act in the
matter for applicability of Supervision Charges in case of GHB.
As GHB has established the entire Network at its own cost and
under its own supervision, GHB expects judicious professional
approach from DGVCL. GHB agrees to pay verification charges
@ 2.5% to DGVCL for handing over its entire Distribution
Network.

(c) GHB s a non-profit making organization and working for the up
gradation of Gem & Jewellery Industry. Such kind of unfair
charges may affect the financial condition of the Company. We
humbly request the Hon’ble Commission to initiate proceedings
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in our case and instruct DGVCL to charge verification charges

@2.5% instead of Supervision charges @ 15%.

The facts, as stated verbatim in the present Petition filed by the

Applicant/Petitioner, are reproduced as under:

1. ABOUT GUJARAT HIRA BOURSE:

a) Gujarat Hira Bourse (GHB) is a company registered U/s 8 of the
Companies Act of India 2013 having its registered office at GHB
Gem & Jewellery Park, 4" Floor, Administrative Building, Near
GIDC Water Tank, ONGC-Hazira Road, Ichchhapore, Surat. GHB is
non-profit making organization having its main objective to
support the Gem & Jewellery Industry by providing Infrastructure
Facilities. To fulfill the objective, GHB has developed International
Level Gem & Jewellery Park in 9,69,767 Sq. Mtr. area at
Ichchhapore, Surat. World class infrastructure facilities are
available in the Park including RCC Roads, Water Supply Network,
Sewage Network, Beautiful Landscaping, Electrification and

Communication Networks, etc.

b) Total 367 numbers of Plots are planned for allotment to the
entrepreneurs of Gem & Jewellery Industry. More than 150 Units

of Gem & Jewellery Industry are expected to set up in the Park.

c) Out of total 9,69,767 Sq. Mtr area of GHB Gem & Jewellery Park
7,38,797 Sq. Mtr area was notified as Special Economic Zone. And
remaining area was treated as Domestic Tariff Area (DTA). GHB
had to denotify its SEZ area in August 2015 as the benefits of SEZ
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had been withdrawn by Govt. and it was no longer benefitted for

the Gem & Jewellery Industry.

d) More than 10000 workers are working in the 9 factory Units
operational in the Park Area. GHB is very positive towards the
growth of the GHB Gem & Jewellery Park in near future because 9
nos. of Units are under construction and more numbers of
entrepreneurs are looking forward to set up their Units in the

Park.
2. ABOUT ELECTRIFICATION NETWORK:

a) GHB have developed 66KV Substation within the Park area to
cater the quality power supply to its Unit Holders under the
revenue Model Scheme of GETCO. Our preliminary planning was
to establish Captive Power Generation and Distribution Project.
But due to the unavoidable circumstances the said Project was
not became viable and we had decided to hand over our

Electrification Infrastructure Network to GETCO.

b) GHB had made huge investment to create Infrastructure for
Electrification Network. It includes the cost of cables and its
laying, equipments installed in the 66 KV S/s, the cost of
execution, cost of building, etc. and handed over the same to
GETCO. GETCO has borne minimum cost to make 66 KV substation
operational within GHB Gem & Jewellery Park, Ichchhapore,

Surat.

c) The cost of equipments, executions and Building i.e., handed over
to GETCO was Rs. 2,65,66,140/-. Further, GHB has allotted a Plot
of 5701.22 Sq. Yard to GETCO on dtd. 31.07.2015 at the rate of Rs.
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1/- as one time rent. The actual cost of the said Land is
Rs.5,70,12,200/- (Rupees Five Crore Seventy Lacs Twelve
Thousand Two Hundred Only). It is to be noted that GHB is
allotting the Plots to its Unit Holders at the rate of Rs. 10,000/5q.
Yard. GHB 66KV substation was started on 07.09.2015.

3. ABOUT ELECTRICITY DISTRIBUTION NETWORK:

a) Gujarat Hira Bourse has developed under ground distribution
network consisting of 11KV, 3 core 300 sq.mm Unearth HT cable,
DODP etc. Total 43.498 Km length of cables have been laid down
in the Park area with cost of Rs. 5,35,67,787.00. GHB vide its letter
dtd. 19.06.2006 had informed DGVCL that GHB will require
100MVA as single point of supply. Then after, the time logs, we had

reviewed our demand to 25KVA.

b) As stated above that GHB had to denotify its Gem & Jewellery SEZ,
we had not approached GERC to avail distribution license for our

Park area and had decided to hand over the entire electrification

Network established by us to DGVCL & GETCO.

c) Out of Total 43.498 Km cables laid down by GHB, 35.959 Km
cables have been laid down for 41 nos. of feeder from Substation
to various locations of the Park and 7.539 Km cables have been
laid down to interlink the various locations and made peripheral
feeder. The details of the feeder cables and interlinked cables are

attached herewith as Annexure-1.

4. DISTRIBUTION NETWORK HANDING OVER-TAKING OVER:

a) At very initial stage when handing over-taking over policy with

DGVCL yet to be decided and remaining work of 66KV Substation
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by GETCO was yet to be done, GHB had to sign a MoU with DGVCL
to provide interim stop gap arrangement to cater power supply
to the Units of the Park in 2013. After that when Gujarat Hira
Bourse 66KV substation was fully charged and handed over to
GETCO on Dtd. 07.09.15, that temporary interim stop gap

arrangement was discontinued.

b) DGVCL vide its letter ref no. DGVCL/0&M/GHB/Tech-3/180 dtd.
05.01.2016 informed GHB about the principal approval of taking
over the distribution Network laid by GHB and also informed
about the payment of 2.5% verification charges of Network as
and when GHB express its desire to hand over its Network and
load has been released. DGVCL also constituted a committee to
take over the GHB Network. A copy the letter is enclosed herewith

for your reference as Annexure-2.
5. MATTER OF 15% SUPERVISION CHARGE:

a) At present, Total 6 nos. of feeders have been energized (5.730 Km
cable length) with the connected load of around 5.355 KW. Out of
these six feeders 5 nos. of feeders are express feeders and 1 no. is
working as peripheral feeder. Total 11 Nos. of Units are

operational with these 6 feeders including GHB’s own Units.

b) GHB has already handed over the 2 Nos. of feeders to DGVCL by
paying 2.5% verification charges as decided in the above
mentioned letter of DGVCL on Dtd. 12.09.2016. (1. M/s. Hari
Krishna Export Pvt. Ltd.- 300 Meter cable 2. M/s. H. K. Diamond
Polishing LLP- 1202 Meter cables). A copy of the said letter is

attached herewith as Annexure-3. Another 4 nos. of feeders
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handing over procedure is pending due to the ambiguity in the

payment of verification charges.

c) Meanwhile, GHB has expressed its interest to hand over its entire
HT distribution network including the pending existing 4 nos. of
charged feeders to DGVCL. Then after, DGVCL in its email dtd.
26.02.2019 asked for the consent of GHB for the payment of
supervision Charges @ 15% instead of verification charges @
2.5% in the matter of taking over the existing distribution
network of GHB as per the circular of GUVNL vide letter no.
GUVNL/COM/Misc/550 Dt. 07.06.2017.

ANNEXURE - 1 Details of 43.498 Km length of cables

ANNEXURE - 2 DGVCL letter no. DGVCL/0&M/GHB/Tech-3/180
dtd. 05.01.2016

ANNEXURE - 3 Letter of handing over 2 nos. of feeders after
payment of 2.5% verification charge Dtd.:
12.09.2016.

6. PRAYER:

a) With the reference to our letter to DGVCL on dtd. 28.03.2019, GHB
has requested DGVCL to review the decision of 15% Supervision
charges because GHB has established the entire cable network at
its own cost and under its own supervision. DGVCL has not born
any cost related to laying of cable Network and its supervision. It
is injudicious to apply supervision charges in case where DGVCL

has not done any kind of Supervision Work.
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3.1.

b) GHB is looking forward for your judicious intervention under
section 86 and other applicable provision of Electricity Act in the
matter for applicability of Supervision Charges in case of GHB. As
GHB has established the entire Network at its own cost and under
its own supervision, GHB expects judicious professional approach
from DGVCL. GHB agrees to pay verification charges @ 2.5% to

DGVCL for handing over its entire Distribution Network.

c) GHB is a non-profit making organization and working for the up
gradation of Gem & Jewellery Industry. Such kind of unfair
charges may affect the financial condition of the Company. We
humbly request the Hon’ble Commission to initiate proceedings in
our case and instruct DGVCL to charge verification charges

@2.5% instead of Supervision charges @ 15%.

The Applicant/Petitioner also filed IA being IA No. 25 of 2021 in
Petition No. 1899 of 2020 seeking amendment of Petition and
impleadment of DGVCL as a party Respondent in terms of Daily
Order dated 27.08.2021 in the present matter. In this regard, for
deciding the present Petition in totality, it is necessary to allow the
aforesaid IA and accordingly, we decided to allow the said IA for

impleading DGVCL as party Respondent in the present matter.

The facts, as stated verbatim in the Interlocutory Application (IA),

filed by the Applicant/Petitioner, are reproduced as under:

1. Application filed by the Petitioner/Applicant for
amendment of the present Petition, as per the directives of
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the Commission vide Daily Order dated 27.08.2021 in
Petition No. 1899 of 2020.

The Petitioner above named as Gujarat Hira Bourse
(Hereinafter referred as the Petitioner/Applicant) has filed the

above petition before the Commission.

It is respectfully submitted that the caption matter was heard
by the Hon’ble Commission on 24.08.2021 and the Daily Order
was passed on 27.08.2021. The relevant part of the Daily Order
dated 27.08.2021 reads as under:

“4.  We note that the contention raised by the petitioner on the
subject matter is against the DGVCL which is the licensee
for distribution of electricity in its license area. However,
the petition has not made DGVCL as party respondent in
the petition. Hence, in absence of DGVCL, which is a
necessary and proper party to be incorporated in present

petition, the matter cannot be decided.

5. We, therefore, direct the Petitioner to amend the petition
by joining DGVCL as respondent and amend the cause title

of the petition accordingly.

6. The Petitioner is also directed to provide a copy of the
petition to DGVCL. DGVCL is at liberty to file its reply, if
any, within 2 weeks from the date of receipt of copy of the
petition. The Petitioner is at liberty is a liberty to file its
rejoinder-in-reply, If any, within 7 days from the date of
receipt of reply from DGVCL.”
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In view of the above it is requested to kindly consider our

application for amendment of the said Petition.

The Petitioner/Applicant seeks the following prayers:-

a) To Amend the Petition by joining DGVCL as respondent in
Petition No. 1899 of 2020.

b) To amend the cause title of the Petition as under:

“Petition under Section 86 (1) (f) and other applicable
provisions of the Electricity Act, 2003 against DGVCL to
handing Over the existing distribution network developed
by M/s. Gujarat Hira Bourse (GHB) inside the park to
DGVCL, by paying 2.5% verification charge instead of 15%
supervision charge demanded by DGVCL.”

c) GHB has expressed its interest to hand over its entire HT
distribution network including the pending existing
charged feeders to DGVCL. Then after, DGVCL in its email
of Dtd. 26.02.2019 asked for the consent of GHB for the
payment of supervision Charges @ 15% instead of
verification charges @ 2.5% in the matter of taking over
the existing distribution network of GHB as per the
circular of GUVNL vide letter no. GUVNL/COM/Misc/550
Dt. 07.06.2017.

d) GHB has requested DGVCL to review the decision of 15%
Supervision charges because GHB has established the
entire cable network at its own cost and under its own
supervision. DGVCL has not born any cost related to laying

of cable Network and its supervision. It is not found
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4.1.

judicious with business principles to apply supervision
charges in case DGVCL has not done any kind of

Supervision Work.

e) Gujarat Hira bouse is demanding, the GUVNL guideline for
15% supervision charges is not to be applied in our unique
case and as per previous handing over-taking over
procedure with DGVCL, 2.5% verification charges should

be remain same.

f]  GHB is looking forward for your judicious intervention
under section 86 and other applicable provision of
Electricity Act in the matter for applicability of
Supervision Charges in case of GHB. As GHB has
established the entire Network at its own cost and under
its own supervision, GHB expects judicious professional
approach from DGVCL. GHB agrees to pay verification
charges @ 2.5% to DGVCL for handing over its entire

Distribution Network.

g) To grant any other relief which the Commission deems

necessary in the interest in justice.

The Respondent DGVCL vide affidavit dated 26.06.2023 filed its

reply in the matter and stating as under:

It is submitted that the Applicant/Petitioner has filed the Petition in
regard to supervision charges @ 15% for handing over the
distribution network within the GHB Gem and Jewellery Park to

DGVCL. It is submitted that Applicant/Petitioner had vide letter
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4.2.

4.3.

4.4,

dated 19.06.2006 informed DGVCL that they are developing a Special
Economic Zone (SEZ) for jewellery park in Ichchhapore GIDC near
Surat. The Applicant/Petitioner had informed that it was planning
for its own distribution network in SEZ and for that, they would need

100 MVA as one point of supply for the said park.

It is submitted that accordingly, the Applicant/Petitioner has
developed distribution network consisting of 11KV, 3 core 300 mm2
HT cable, DODP etc as well as 66/11 KV sub-station with 11KV
panels except 66/11 KV  power transformer. The
Applicant/Petitioner has established the underground distribution
network and 66KV switch yard and control room with 11KV Jyoti
make VCBs.

Thereafter, in the year 2013, the Applicant/Petitioner had shown
their willingness to handover the sub-station and other developed
infrastructure free of cost to DGVCL/GETCO. The park had been
divided into plots and the Applicant/Petitioner had requested that
the part and partial underground distribution network developed by
it may be utilised to provide power supply to any prospective

industrial plot holders.

It is submitted that at such time, there are no specific rules or
regulations or guidelines for acquiring the infrastructure or
distribution network developed by private persons for release of
connections. Therefore, the Memorandum of Understanding was
executed between DGVCL and the Applicant/Petitioner dated
30.04.2015 for utilization of Part and partial underground

distribution network developed by the petitioner (GHB) for catering
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4.5.

4.6.

4.7.

power supply to prospective individual plot holders under stopgap

arrangement with certain terms and conditions.

The above Memorandum of Understanding referred to 2.5%
verification charges only for handing over of two number of feeders
(Clause 4). Further, the Memorandum of Understanding also
specified as under:
"1) At present the matter regarding creation of new 66 KVS/S
at Gems & Jewellery Park developed by M/s Gujarat Hira
Bourse under revenue model is under executions at GETCO
level. So, after commissioning & commercial usage of 66 KV
S/S under revenue model by GETCO, the matter regarding
taking over entire underground distribution network
developed by GHB will be taken on hand as per prevailing

norms of DGVCL at relevant time."

Therefore the above Memorandum of Understanding noted that the
takeover of the balance network would be as per the prevailing
norms. In the present case, since uniform norms have been

determined from 07.06.2017, the same are to be followed.

It is submitted that a Committee was formed subsequent to the
Memorandum of Understanding. As per the information available
with the Respondent, the Applicant/Petitioner had laid down
underground cables having total length of 35.959 kms in the GHB
area. On 22.09.2016, the Respondent had completed procedure for
taking over of network of two feeders. Out of the total 35.959 Km
underground cable, 1.502 Km cable was taken over by the
Respondent by recovering value of Rs. 46,241.00 at the rate of 2.5%

verification charge on 06.05.2015 on total cost of material and
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labour amounting Rs.18,49,640.00. It is submitted that the above
was in terms of the prevailing norms as this was before the uniform

guidelines issued by the GUVNL.

4.8. To ensure a uniform practice amongst four distribution companies,
GUVNL had framed the guidelines for allowing to develop
Distribution Network by private developers and acquiring privately
developed distribution network by concerned distribution licensee
for providing electricity supply. The said guidelines was circulated
vide letter no. GUVNL/COM/Misc/550 Date: 07.06.2017 to all four

state owned Distribution Companies.

49. It is submitted that the Respondent is seeking to implement the
above Guidelines for the network which had not yet been taken over
on such date. The Respondent has not sought to disturb the
transactions already occurred in respect to the two feeders and
1.502 km of underground cable taken over.

4.10. The Board of the Respondent vide Board Resolution dated
25.02.2019 inter-alia decided as under:

"The Board deliberated the matter in detail and opined that
looking to the issue involved in the matter, since as per new
GUVNL Circular supervision charges (15%) is to be recovered,
consent may be taken from the M/s Gujarat Hira Bourse
regarding the same and also further maintenance cost of the
network should be ascertained by getting the network
inspected though the Committee constituted by the Board as
per earlier board resolution. The Committee would also check
whether any major expenses are likely to occur in coming 1 to

2 years and if it is so, then such prospective expenses should
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also be recovered. The Board suggested that after carrying
out all exercises narrated as above, the issue may be put up

before the Board for deliberation.”

4.11. The Respondent, therefore, vide email dated 26.02.2019 informed
the Applicant/Petitioner for payment of 15% supervision charges to
be applicable for the remaining network at the earliest. However, the
Applicant/Petitioner vide letter dated 28.03.2019 has not agreed to

the same.

4.12. It is submitted that a meeting was held on 19.08.2021 between the
members of the Applicant/Petitioner and the Committee of the
Respondent and site verification with cable length measurement
was also carried out. As per the Committee, while rechecking the
total underground Cable network map, peripheral inter link
underground cable length was also measured which was found to be
7539 meters and which was extended and already energized. This
length was also added in earlier reported length 35959 meters and
therefore the final total length of underground Cable is 43498
meters. As stated before, the Respondent had already taken over
1502 meters length network for two feeders. Therefore at present,
41996 meters cable network is still pending to be taking over. The
Respondent is willing to take over such balance network only subject
to the conditions as specified in the GUVNL circular as well as agreed
in the Board Meeting. The supervision charges for the balance 41996

meters is as under:

Balance Cable length Per Meter Cost Total Cost (Rs.) 15% Supervision
(mtrs) (Material + labour) charges (Rs.)
(Rs.)
41,996 1,231.45 5,17,15,974.20 77,57,396.13
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4.13. In addition, the maintenance cost of the network and any major

expenses likely to occur in the one to two years had to be ascertained.

The data regarding yearly maintenance cost of energized line of the

Petitioner was submitted by Petitioner on 07.10.2019 and after

verification by committee of the Respondent, the maintenance cost

and major expenses of network to be taken over has been calculated

as under:
Per Km Length Per/Km/Year Total
. of cable expense to
S Annual Length | maintenance tobe | EXpenses to be be
’ Year | maintenance | energised | cost/year for incorporated | .
No. . taken . incorporated
cost (Rs.) (Km.) energised for energised
cable (Rs.) R network (Rs.) for two years
(Km.) (Rs.)
1 | 2014-15 40,165 4.299 9,343 41.996 3,92,368.63 3,43,280.00
2 | 2015-16 32,970 4.299 7,669.23 41.996 3,22,076.98
3 | 2016-17 8,038 7.854 1,023.43 41.996 42,979.97
4 | 2017-18 40,701 7.854 5,182.20 41.996 2,17,631.67
5 | 2018-19 45,400 7.854 5,780.49 41.996 2,42,757.46
6 |2019-20 45,400 11.767 3,858.25 41.996 1,62,031.07
7 | 2020-21 45,400 13.269 3,422.00 41.996 1,43,710.31
Total 2,58,074 12,01,479.11
Average expenses for year = Total expense for remaining network/ year
=Rs.12,01,479.11 /7
=Rs. 1,71,640 per year
So, total expense for remaining network of the Petitioner is likely to be
occurred in coming two years will be considered Rs. 3,43,280.00.
4.14. Further for feasibility and requirement of Spare Cable and RMUs

with associated materials for reliability of power supply, a total of

3800 meters cable and 21 numbers of RMUs is required and the cost

as per the cost-data 2019-20 for the same is Rs. 2,50,93,099.50.
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4.15. The above was considered in the Board Resolution dated 22.09.2021
of the Respondent and it was decided that the following charges are
required to be recovered from the Applicant/Petitioner for the

taking over of the distribution network of 41,996 meters:

(a) Supervision charges for 41,996 meters - approx. Rs.

77,57,396.13

(b) Maintenance cost and major expenses of network to be taken
over which are likely to occur in coming two years - approx. Rs.

3,43,280.00.

(c) Total 3800 meters cable and 21 RMUs for feasibility and
requirement of spare cable/RMUs - approx. Rs. 2,50,93,099.50.

4.16. When there are clear and uniform Guidelines/norms for acquiring
the privately developed distribution network for providing
electricity supply are prevailing and in force, the Respondent cannot
be compelled to take the verification charges @2.5% instead of

supervision charges @15%.

4.17. It is submitted that such network has been developed by the
Applicant/Petitioner and other such private developers without
direct supervision of the distribution licensee and there are issues
and concerns in regard to the safety of men and material, quality of
material, workmanship leading to higher operation and
maintenance cost, immediate network replacement cost due to
utilisation of inferior/undersized material, sub-optimal design of
distribution network and perpetual revenue loss to distribution
licensee in terms of higher distribution losses. Therefore any such
takeover of existing network has issues for the distribution licensee

and involves a risk and requires verification of the network.
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4.18. There is a practice of allowing developers to execute the work of
erection of network by recovering supervision charges at rate of
15% of the total estimate. The Commission in case of Rail Vikas
Nigam Limited v. Gujarat Energy Transmission Corporation Limited
in Petition No. 1599 of 2016 dated 27.12.2019 has approved the act
of State Transmission Licensee in recovering supervision charges at
15% on the cost of material and labour charges. The Commission had
inter alia recognised that there was a responsibility to ensure safety

of public at large.

4.19. Itis submitted that the 15% supervision charges is also recognised
in the GUVNL circular whereunder, the work is carried out under the
direct supervision of the licensee by utilising material as per the
specification of the distribution licensees etc. The same was applied
to takeover of existing network to provide uniformity as even in case
of existing network, there would be a requirement of verification of
the work already carried out and the material used etc. As noted in
the Guidelines, the Distribution Company is required to undertake
physical/document verification of network by constituting a team of
officials and prepare a report covering aspects of (i) existing network
condition (ii) workmanship (iii) material quality with respect to
applicable standard/DISCOM specification (iv) safety norms (v)
immediate requirement for replacement of network elements (vi)
distribution loss level in the network (vii)
strengthening/augmentation of network keeping in view of present
and future requirement as well as ensure reliability of power (viii)
technical requirement such as % VR, DTR loading etc (ix) system
protection, earthing requirement as per applicable CEA

Standard/Regulations. In case the network is found acceptable
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based on Verification Report, the Distribution Company may take
over the same and the Distribution Company may also convey the
same to the Developer any kind of
rectifications/modifications/augmentation/renovation =~ to  be

carried out before acquisition at developers' cost and risk.

4.20. Itis submitted that the above activities have to be carried out by the
distribution company because the network was established without
its supervision and in fact such verification after the establishment
of the network is difficult. The distribution company cannot be
expected to not claim amounts for such verification. Since the

supervision charges are considered at 15%, the same is continued.

4.21. Further at this stage, the Applicant/Petitioner is not aware of the
quality and safety aspects of such network and the possible future
issues which may arise. In this regard, it is submitted that the
Applicant/Petitioner is also liable to pay the maintenance cost for
the existing energised network. In this regard, the Respondent had
already recovered the annual maintenance cost for the existing

energised network from the Applicant/Petitioner.

4.22. It is submitted that the Respondent cannot be compelled to accept
terms which it is not willing to. There is no compulsion on the
Respondent to take over the network established by the
Applicant/Petitioner. This is particularly as the same has not been
done under the supervision of any of the distribution companies or
transmission licensee. It was the Applicant/Petitioner's decision to
seek to hand over to the existing network to Respondent and it is up
to the Respondent to accept such offer on the terms considered

appropriate by the Respondent. When there cannot be any

Page 19 of 47



compulsion for Respondent to take over the network, there cannot
also be any compulsion for the Respondent to take over the network

on specific terms as sought by the Applicant/Petitioner.

4.23. It is submitted that with regard to the decision to develop the Park
area and generation and distribution project and its alleged
unviability is entirely of the Applicant/Petitioner. The taking over of
the sub-station by GETCO is a matter of record and the statements
made in the paras are not entirely within the knowledge of
Respondent; however the same is not relevant to the present case.
The taking over of the sub-station is a matter between the

Applicant/Petitioner and GETCO.

4.24. Itis submitted that the consequences of alleged denotification of the
SEZ and not seeking distribution licensee is of the
Applicant/Petitioner. The Applicant/Petitioner had approached the
Respondent for taking over the infrastructure. It is stated that there
was no compulsion on the Respondent to do so. The
Applicant/Petitioner had established the infrastructure without any
supervision from the licensee and it is therefore not known to the
licensee as to the quality and safety of such infrastructure. While the
Applicant/Petitioner is seeking to handover the infrastructure for
free, there is still costs and issues involved in the licensee taking over

the same.

4.25. Itis submitted that the MoU was only interim and it was recognised
that the takeover would be as per prevailing norms. At this stage,
there had not been any Rule or Regulation or Guidelines for acquired
already established infrastructure. It is submitted that 2.5%

verification charges are considered prior to the Uniform Guidelines
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for all distribution licensees. To the extent that the network has been
taken over under such letter, the Respondent is not seeking a change.
However, once the uniform guidelines have been introduced, any

further take over has to be under the said regime.

4.26. It is submitted that at the time of handing over of the feeders and
1.502 km of underground cable, there was no guidelines. However
since then, there has been a uniform guidelines being followed by all
distribution companies and the Applicant/Petitioner cannot be

given an exemption or exception from the same.

4.27. It is submitted that the Applicant/Petitioner is wrong in claiming
that it is injudicious for the Respondent to seek charges from the
Applicant/Petitioner. It is denied that there is an injudicious or
unfair condition. The Applicant/Petitioner had established the
network on its own and for its own purpose which has not worked
out. The same was done without any supervision of a licensee either
related to materials or labour. For taking over such network, the
licensee would face aspects related to quality and safety and it is
necessary for a licensee to verify and check on the same. It is not the
case that the licensee can simply take over the infrastructure without
any supervision and such verification and supervision requires work
to be done by the Respondent. The Applicant/Petitioner itself has
agreed that verification charges are payable, the only issue the
Applicant/Petitioner has raised is that it should be 2.5% rather than
15% i.e. the quantum of charges. The Applicant/Petitioner cannot
dictate to the Respondent the charges to be charged by the
Respondent for agreeing to take over the network. It is the decision
of the Respondent to agree to take over the network and conditions
under which it would take over. The Respondent is entitled to protect
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itself and thereby its consumers at large from financial and safety

aspects of such infrastructure.

4.28. In view of the above, it is submitted that there is no merit in the
present Petition. The Applicant/Petitioner may be directed to follow
the norms for acquiring existing privately developed distribution
network issued by GUVNL' Guidelines circulated vide letter no.

GUVNL/COM/Misc/550 Dated 07/06/2017.

5. The Applicant/Petitioner vide affidavit dated 26.07.2023 filed its
rejoinder reply to the reply of the Respondent stating that the
Respondent DGVCL is demanding the supervision charges without
doing any kind of supervision of any work which is totally unethical
and injudicious to Gujarat Hira Bourse and it is against the principle

of causality too.

5.1. The Applicant/Petitioner GHB had already wanted to hand over the
entire charged network at the time of handing over 2 nos. feeders to
DGVCL. But, at that time DGVCL had kept the matter on hold by itself
as per the Interim Memorandum of Understanding No. SSC/0&M/
GHB/16/1401 dated 15.03.2016.

5.2. Itis submitted that the Applicant/Petitioner are not challenging the
uniform norms determined from 07.06.2017 as they are ready to
follow the guideline and are following the same in case where
DGVCL/GETCO has carried out the work and charged the
supervision charges thereon. The supervision charges @ 15% had
been demanded by the GETCO and GHB had already paid the same
without any objection as the work was supposed to be carried out

under the supervision of GETCO. In the subject matter of the case, the
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5.3.

5.4.

5.5.

5.6.

Respondent DGVCL has not done any supervision and demanding

the supervision charges @ 15% which is injudicious.

It is submitted that DGVCL agrees that GHB had developed electrical
network by laid down of total 35.959 Km underground cable by itself
within park area. No supervision had been done by DGVCL. Thus,
DGVCL cannot unfairly demand the supervision charge @ 15% from

GHB in this case.

It is also agreed to the idea of uniform practice and the guideline
framed by GUVNL vide letter no. GUVNL/COM/Misc/550 dated
07.06.2017. The Applicant/Petitioner’s argument is that the DGVCL
had not carried out any supervision work for the network
established by GHB. So the demand of 15% supervision charges for

hand over /take over procedure is injudicious to GHB.

It is submitted that Gujarat Hira Bourse is stick on its commitment
to pay 2.5% verification charges on the balanced network to be
handed over to DGVCL because the demand of DGVCL for 15%
supervision charges is totally unethical and injudicious as DGVCL

had not carried out any supervision work.

It is also submitted that GHB is ready to follow the guideline and
norms to be framed time to time by the respective authorities. GHB
is already following the guideline of GUVNL dated 07.06.2017.
Further, GHB also undertakes to pay the supervision charges 15% on
the work to be carried out by DGVCL in future. But in the case of
handing over and taking over of the existing already developed

network, the demand of DGVCL seems totally injudicious.
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5.7. It is submitted that in response to the email of DGVCL dated
26.02.2019, GHB has expressed its disagreement against the
payment of supervision charges @ 15% vide its letter dated
28.03.2019 as DGVCL had not carried out any supervision work for

the already established electrical network of GHB.

5.8. The Applicant/Petitioner GHB is agreed with the cable network
length measured by DGVCL and other work carried out by DGVCL.
Further, GHB is willing to pay supervision charges @ 15% as per the
circular of GUVNL for any of the work to be carried out by DGVCL in
future. GHB is challenging the supervision charges @ 15% only in the
case of the handing over and taking over of the already developed
electrical network to DGVCL as no supervision had been carried out
for that work by the DGVCL. GHB is agreed to pay verification charge

@ 2.5% as under because it seems judicious.

Balance cable Per meter cost Total Cost 2.5% Verification
(Material + Labour) Charges
41996 1231.45 5,17,15,974.20 12,92,899.36

5.9. Itis submitted by the Applicant/Petitioner that GHB is ready to pay
the maintenance charges and modification charges for next two

years as mentioned in the point and as per norms /guideline.

5.10. The Applicant/Petitioner GHB has agreed and taken initiative for
RMU and other modifications in the network as required by DGVCL
for taking over the network through its letter No. GHB: 06-
17/DGVCL/64 dated 06.06.2017 to DGVCL. Further, the maintenance
cost mentioned in the point has been calculated on the basis of the
maintenance data provided by GHB vide its letter No. GHB: 10-
19/DGVCL_DE/173 dated 07.10.2019.
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5.11. Itis also submitted that the Applicant/Petitioner is ready to pay any
other charges as per the norms/guidelines demanded time to time
by DGVCL but particularly in the case of handing over and taking over
of the already developed network, the demand of supervision
charges @ 15% by DGVCL is not judicious as DGVCL had not carried

out any supervision work or other work.

5.12. It is submitted that DGVCL is demanding 15% supervision charges
from GHB without doing any supervision work which is unfair,
impractical, unprofessional and injudicious. As per the Principle of
“No Work No Pay”, the Applicant/Petitioner GHB is not liable to pay
the supervision charges as DGVCL had not carried out any work in
the subjected matter. Thus, Applicant/Petitioner accept the other
norms of the GUVNL's Guideline except the one of payment of
supervision charges @ 15% for taking over the already developed

network of the private developers.

5.13. It is submitted that the Applicant/Petitioner knows the concern of
DGVCL regarding safety, workmanship, losses, etc. and that is why
ready to pay the verification charges @ 2.5% for the verification of
the network developed by GHB. It is also submitted that DGVCL is
already using the network established by GHB to cater the electricity

supply to the unit holders of the park and generating the revenue.

5.14. Itis further submitted that the case of Rail Vikas Nigam Limited V/s.
GETCO in Petition N0.1599/2016 is totally different than the case of
present Petition N0.1899/2020. In the case of Rail Vikas Nigam
Limited, GETCO had to generate the estimate, perform the work and
supervise the work and therefore, the claim of RVNL not to pay 15%

supervision charges was wrong. But, in case of GHB, GHB has already
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established the network and DGVCL demanding for 15% supervision
charge for the work which have already been done by GHB. As DGVCL
has not done any kind of supervision work for the network
established by GHB, the demand of DGVCL for supervision charges is
injudicious. The Applicant/Petitioner GHB is agreed to pay the 15%
supervision charge to DGVCL in case of the work to be carried out
under the supervision of DGVCL. DGVCL's demand for supervision
charges for 41996 meters cables laid down by GHB itself is totally
unfair and unethical and injudicious. GHB still agrees to pay the
verification charges @ 2.5% for the verification of network

established by GHB.

5.15. Itis submitted that GHB is ready to pay 2.5% verification charges for
all activities and already consented to the Respondent DGVCL to pay
the cost of necessary justified requirement and location of RMU
including installation charges, necessary and justified maintenance
charges for handing over and taking over procedure of existing
developed electrical Network of GHB through the letter dated
22.11.2021.

5.16. It is submitted that as the electrical network established by GHB is
currently in used by DGVCL to cater power supply to the unit holders
of GHB’ Gem & Jewellery Park and DGVCL is generating the revenue
too. So the arguments regarding the difficultly in verification of the
network is totally illogical and unethical without any solid proof.
Further, DGVCL already accepted that they have not carried out any

supervision work for the electrical network developed by GHB itself.

5.17. It is also submitted that till date, DGVCL is using GHB developed

existing electrical network and generating revenue without
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completion of handing over and taking over procedure. It is the sole
responsibility of DGVCL as a distribution company to cater power

supply to any of the industry or person as and when demanded.

5.18. It is submitted that through the present Petition, the
Applicant/Petitioner GHB is not challenging the procedure of
handing over or taking over the network. The main objection of GHB
is unfair demand of 15% supervision charges raised by the
Respondent DGVCL without doing any work or supervision for

existing network developed by GHB, which is clearly not justified.
5.19. Inview of above, the Applicant/Petitioner prayed as under:

1) GUVNL Guideline for 15% supervision charges may not be
applied in case of GHB as DGVCL has raised the demand without
doing any work or supervision. DGVCL may be directed to
complete the handing over and taking over procedure by

collecting the verification charges @ 2.5% from GHB.

2) GHBislooking forward for judicious intervention under Section
86 and other applicable provision of Electricity Act, 2003 in the
matter for applicability of supervision charges in case of GHB.
As GHB has established the entire network at its own cost and
under its own supervision, GHB expects judicious professional
approach from DGVCL. GHB agrees to pay verification charges
@ 2.5% to DGVCL for handing over its entire developed

Distribution Network.

6. The matter was kept for hearing on 24.08.2021, 28.06.2023,
28.11.2023 and finally on 07.07.2026 and the Commission passed
the Daily Order dated 10.07.2026. The representative appearing for
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6.1.

6.2.

the Applicant/Petitioner and the representative for the Respondents
have made their submissions and reiterated their respective
submissions as stated above and accordingly, completed their
arguments in the matter. The Commission in the aforesaid Daily
Order had directed both the parties to file their respective written
submissions, if any, within two weeks from the date of the Order.
However, the Applicant/Petitioner has chosen not to file any written
submissions in the matter despite the liberty was granted by the
Commission in its Daily Order dated 10.07.2026. Pursuant to the
directives of the Commission vide Daily Order dated 10.07.2026, the
Respondent DGVCL filed its written submissions wherein the
Respondent DGVCL has reiterated most of its submissions as stated

in its reply and it is further submitted as under:

It is submitted that the Applicant/Petitioner has filed the present
Petition in regard to supervision charges @ 15% for handing over
the distribution network within the GHB Gem and Jewellery Park to
DGVCL. It is submitted that it was the Applicant/Petitioner who
chose to lay down the network and the same was not due to any

requirement of DGVCL or otherwise, any direction by DGVCL.

It is submitted that the Respondent cannot be compelled to accept
terms which it is not willing to. The Board Resolutions are based on
recovery of 15% supervision charges in addition to other charges.
The Applicant/Petitioner has sought to raise the issue of position of
the Respondent. However, this is not relevant. There was no
compulsion on the Respondent to take over the network established
by the Petitioner. DGVCL has not taken over the assets in question

and the same are not used by DGVCL.
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6.3.

6.4.

6.5.

It is submitted that at such time, there are no specific Rules or
Regulations or Guidelines for acquiring the infrastructure or
distribution network developed by private persons for release of
connections. Therefore, Memorandum of Understanding was
executed between DGVCL and the Applicant/Petitioner dated
30.04.2015 for utilization of Part and partial underground
distribution network developed by the Applicant/Petitioner (GHB)
for catering power supply to prospective individual plot holders

under stopgap arrangement with certain terms and conditions.

The above Memorandum of Understanding referred to 2.5%
verification charges only for handing over of two number of feeders
(Clause 4). Further, the Memorandum of Understanding also

specified as under:

“1) At present the matter regarding creation of new 66 KV S/S
at Gems & Jewellery Park developed by M/s Gujarat Hira
Bourse under revenue model is under executions at GETCO
level. So, after commissioning & commercial usage of 66 KV S/S
under revenue model by GETCO, the matter regarding taking
over entire underground distribution network developed by
GHB will be taken on hand as per prevailing norms of DGVCL at
relevant time.”

Therefore, the above Memorandum of Understanding noted that the
takeover of the balance network would be as per the prevailing

norms.

It is submitted that the Respondent has sought to implement the
above Guidelines for the network which had not yet been taken over
on such date. The Respondent has not sought to disturb the

transactions already occurred in respect to the two feeders and
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6.6.

1.502 km of underground cable taken over. The 1.502 Km cable was
taken over by the Respondent by recovering value of Rs. 46,241.00
at the rate of 2.5% verification charge on 06.05.2015 on total cost of
material and labour amounting Rs. 18,49,640.00. On 22.09.2016, the
Respondent had completed procedure for taking over of network of
two feeders. It was only after the takeover that the same was used.
However, the balance has not yet been taken over by DGVCL even

now and there has been no use of the same by DGVCL at any time.

It is submitted that the committee was formed subsequent to the
Memorandum of Understanding. As per the information then
available with the Respondent, the Applicant/Petitioner had laid
down underground cables having total length of 35.959 kms in the
GHB area out of which 1.502 km was already taken over. Therefore,
34.457 km was left. This was subsequently revised. A Meeting was
held on 19.08.2021 between the members of the
Applicant/Petitioner and the committee of the Respondent and site
verification with cable length measurement was also carried out. As
per the committee, while rechecking the total underground cable
network map, peripheral inter link underground cable length was
also measured which was found to be 7539 meters and which was
extended and already energized. This length was also added in
earlier reported length 35959 meters and therefore the final total
length of underground cable is 43498 meters. After deduction of
1502 meters length network already taken over, 41996 meters cable
network is still pending to be taking over. The Respondent is willing
to take over such balance network subject to the conditions as
specified in the GUVNL circular as well as agreed in the Board

Meeting.
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6.7. The Respondent DGVCL, therefore, vide its email dated 26.02.2019
informed the Applicant/Petitioner for payment of 15% supervision
charges to be applicable for the remaining network at the earliest.
However, the Applicant/Petitioner vide its letter dated 28.03.2019

has not agreed to the same.

6.8. Even in regard to the supervision charges, the Applicant/Petitioner
admits that there has to be some charge as verification charges, since
admittedly the Respondent DGVCL would have to undertake detailed
verification before taking over the assets; however the issue sought
to be raised by the Applicant/Petitioner is the applicable rate. The
Applicant/Petitioner is claiming 2.5% instead of 15%.

6.9. It is stated that there cannot be any such unilateral decision by the
Applicant/Petitioner to decide on the rate. The takeover is by way of

mutual agreement and there cannot be any compulsion.

6.10. Further when there are clear and uniform Guidelines/Norms for
acquiring the privately developed distribution network for providing
electricity supply are prevailing and in force and was the decision of
the Board of the Respondent for taking over, the Respondent cannot
compelled to take the verification charges @2.5% instead of

supervision charges @15%.

6.11. It is submitted that the such network has been developed by the
Applicant/Petitioner and other such private developers without
direct supervision of the distribution licensee and there are issues
and concerns in regard to the safety of men and material, quality of
material, workmanship leading to higher operation and

maintenance cost, immediate network replacement cost due to
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utilisation of inferior/undersized material, sub-optimal design of
distribution network and perpetual revenue loss to distribution
licensee in terms of higher distribution losses. Therefore, any such
takeover of existing network has issues for the distribution licensee

and involves a risk and requires verification of the network.

6.12. While there is no specific basis for 2.5% claimed by the
Applicant/Petitioner, there is a practice of allowing developers to
execute the work of erection of network by recovering supervision
charges at rate of 15% of the total estimate. The Regulations No. 9 of
2005 framed by the Commission states the supervision charges of
15%. The Commission in case of Rail Vikas Nigam Limited V/s.
GETCO in Petition No. 1599 of 2016 dated 27.12.2019 has approved
the act of State transmission licensee in recovering supervision

charges at 15% on the cost of material and labour charges.

6.13. It is submitted that while the Applicant/Petitioner denies the
supervision charges claiming that there was no supervision when
the works were carried out, but it admits that there has to be some
verification charges. The activities of verification are not unlike
supervision except they are done after the work is already complete.
In fact in some ways, it is harder to undertake such verification post
facto. However, either way there is verification to be done of the
materials, installations, quality etc. This is necessary for safety of the
grid. Thus, the only question is the quantum of supervision charges
to be payable. Once it is accepted that there has to be some charges
for the work to be undertaken by the distribution licensees, in
absence of any Regulation to the contrary, the decision taken by the
licensees, particularlyy, when they draw support from other

Regulations has to be accepted.
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6.14. It is submitted that in case of Haryana Vidyut Prasaran Nigam
Limited v. HERC and Ors dated 19.01.2017 in Appeal No. 282 of 2014,
the Hon'ble Tribunal has stated that in the absence of specific
provision/Regulations, adopting similar type of arrangement to
perform its duty, is in accordance with the Electricity Act, 2003. The
Appellant in the said case had issued a Guidelines approved by its
Board of Directors for the charges for self-execution of the works by
the consumer, which charges were more than the charges prescribed
under the Regulations. In this regard, the Hon’ble Tribunal approved
the levy of charges and held as under:

“11....
b...

v. The situation has arrived in absence of any regulatory
provisions to levy charges by the Appellant for such nature of
jobs in the state of Haryana. The Board of Directors of the
Appellant has tried to fill the void to perform its duties under
section 39 of the Electricity Act, 2003 and after considering
similar type of arrangements prevailing in other states/utilities
in the country. Thus we are of the view that the Appellant was
acting in accordance with section 39 of the Electricity Act, 2003
and its various circulars and guidelines while collecting
supervision charges from the consumers.

vi. From the above, it can be seen that the power to levy
supervision/ departmental charges on deposit works carried out
by consumer (as per circular 26.06.2007)/on self-execution
basis (Guidelines, 2012) flows from the decision of Board of
Directors of the Appellant.

6.15. In the present case, Board of Directors of the Respondent has

adopted the GUVNL Guidelines and which is also reflected in the
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charges as already determined by the Commission. There cannot be

any issue in the same.

6.16. The Applicant/Petitioner has sought to refer to the MoU. The MoU
was only interim and it was recognised that the takeover would be
as per prevailing norms. At this stage, there had not been any rule or
regulation or guidelines for acquired already established
infrastructure. It is submitted that the 2.5% verification charges was
considered prior to the Uniform Guidelines for all distribution
licensees. To the extent that the network has been taken over under
such letter, the Respondent is not seeking a change. However, once
the uniform guidelines have been introduced, any further take over

has to be under the said regime.

6.17. It is submitted that the reasons and aspects related to reasons for
why the Applicant/Petitioner sought for the Respondent to take over
is not relevant. The Applicant/Petitioner had established the
network on its own and for its own purpose which has not worked
out. The same was done without any supervision of a licensee either
related to materials or labour. For taking over such network, the
licensee would face aspects related to quality and safety and it is
necessary for a licensee to verify and check on the same. It is not the
case that the licensee can simply take over the infrastructure without
any supervision and such verification and supervision requires work
to be done by the Respondent. The Applicant/Petitioner itself has
agreed that verification charges are payable. The
Applicant/Petitioner cannot dictate to the Respondent the charges
to be levied by the Respondent for agreeing to take over the network.
Itis the decision of the Respondent to agree to take over the network
and conditions under which it would take over. The Respondent is
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entitled to protect itself and thereby its consumers at large from

financial and safety aspects of such infrastructure.

6.18. Further, the assets were construed by the Applicant/Petitioner prior
to 2013 and the aspects were considered by DGVCL in 2019/2021
whereas it is now 2026 and there is no clarity on the condition of
network of the Applicant/Petitioner at present. In view of the above,

it is submitted that there is no merit in the Petition.

7. Heard the parties. We have perused the Petition and the prayers
made therein, the reply affidavit filed by DGVCL, the rejoinder filed
by the Applicant/Petitioner, the written submissions filed by DGVCL
pursuant to the Daily Order dated 10.07.2026 and material available

on record.

7.1. We note that the present Petition has been filed by the
Applicant/Petitioner Gujarat Hira Bourse under Section 86 (1) (f)
and other applicable provisions of Electricity Act, 2003 seeking the
directions to the Respondent DGVCL for handing over its existing
distribution network by M/s Gujarat Hira Bourse (GHB) to DGVCL,
by paying 2.5% verification charge instead of 15% supervision
charge demanded by the Respondent DGVCL. It is the submission of
the Applicant/Petitioner that the decision of the Respondent to levy
15% be reviewed on the basis that in the present case, the
Applicant/Petitioner GHB established the entire underground cable
network at relevant time, at its own cost and under its own
supervision and the Respondent DGVCL has not incurred any cost or
deployed resources related to supervision of laying of underground
cable network. It is, therefore, inappropriate and unreasonable to

apply 15% supervision charges. Accordingly, the
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7.2.

7.3.

Applicant/Petitioner has sought intervention of the Commission
under Section 86 and other applicable provisions of Electricity Act,
2003 in the matter for levy of 2.5% verification charges instead of
15% supervision charges sought to be recovered from the
Applicant/Petitioner GHB by the Respondent DGVCL. In the present
case, the Applicant/Petitioner has established the entire network at
its own cost and under its own supervision, however, the
Applicant/Petitioner GHB has agreed to pay verification charges @
2.5% to the Respondent DGVCL for handing over its entire developed

distribution network.

The specific issue arising for the Commission’s consideration and
determination in the present case is to whether the Respondent
DGVCL is justified in levy of 15% supervision charges from the
Applicant/Petitioner as a pre-condition for taking over the existing
underground  distribution = network developed by the
Applicant/Petitioner GHB at its own cost and expenses by relying on
GERC (Recovery of Expenditures and Miscellaneous Charges)
Regulations, 2005 with consideration that the subject distribution
network had already been developed and put to use prior to takeover
and as per DGVCL's own admission, it was not developed under its

direct supervision.

We note the submissions of the Applicant/Petitioner that the
Applicant/Petitioner Gujarat Hira Bourse, is a registered to under
Section 8 of the Companies Act, 2013 and is a non-profit organization
for the support the Gem and Jewellery Industries by providing
infrastructure facilities and accordingly, developed the GHB Gem &
Jewellery Park at Ichchhapore, Surat. As an integral facet of the

park's development, the Applicant/Petitioner GHB established
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7.4.

7.5.

7.6.

comprehensive electrical infrastructure including an underground
distribution network comprising 11 KV, 3-core, 300 sq. mm HT
cables and related ancillary infrastructure. The record discloses that
approximately 43.498 km of underground cable network was laid
within the precincts of the park. The said network constitutes a
substantial  electrical infrastructure developed by the
Applicant/Petitioner at its own cost for catering to the electricity

requirements of the units within the Park.

It is further submitted that the Applicant/Petitioner GHB had
developed a 66 KV sub-station and other electrical infrastructure,
and had ultimately resolved to relinquish and hand over its electrical
distribution infrastructure to the concerned State utilities. The
Respondent DGVCL has not gainsaid and has not disputed that the
underground distribution network in question was developed by

GHB and the same was developed without any supervision of DGVCL.

[tis a matter of record and not in dispute that the Respondent DGVCL
had already taken over part of the network comprising two feeders
upon recovery of 2.5% verification charges. The Respondent DGVCL
has candidly stated that 1.502 km of cable was taken over by
recovering Rs.46,241/- at the rate of 2.5% verification charges on the
material and labour cost. The Respondent DGVCL has also made it
clear that it is not seeking to reopen or disturb the transaction

already completed in respect of the said network.

Thereafter, the Applicant/Petitioner GHB expressed its willingness
to handover the remaining network. The Respondent DGVCL vide
email dated 26.02.2019 required the Applicant/Petitioner GHB to
pay the 15% supervision charges relying upon the GUVNL
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7.7.

7.8.

Guidelines/Circular dated 07.06.2017. The Applicant/Petitioner
GHB vide its letter dated 28.03.2019 has disputed the said demand
on the ground that the balance network had already been
constructed by the Applicant/Petitioner GHB at its own cost and
under its own supervision and, therefore, no supervision had been
undertaken by the Respondent DGVCL for which 15% supervision

charges could be recovered and justified.

It is submissions of the parties that during the pendency of present
proceedings, they have undertook verification of the subject
distribution network. The Respondent DGVCL has stated that
pursuant to site verification and measurement undertaken on
19.08.2021, the total underground cable network was determined as
43.498 km out of which 1.502 km had already been takeover, leaving

41.996 km of network for the proposed takeover.

The case of the Applicant/Petitioner is essentially that the 15%
charge demanded by DGVCL is a supervision charge whereas no
supervision was undertaken by the Respondent DGVCL when the
network was actually laid and developed independently by them at
their own costs. It is relevant to note that the Applicant/Petitioner
GHB has not disputed the requirement of verification by the
Respondent DGVCL. Rather, the Applicant/Petitioner GHB has
consistently stated that it is willing to pay 2.5% verification charges
and comply with the applicable technical /safety requirements. The
Applicant/Petitioner GHB has also expressed its willingness to bear
the cost of necessary maintenance, modification and RMUs and has
undertaken to pay 15% supervision charges for any future work

which may be undertaken under the supervision of DGVCL.
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7.9. Per contra, the Respondent DGVCL has submitted that the
distribution network was developed by the Applicant/Petitioner
GHB without supervision of the distribution licensee and that
consequently, the Respondent DGVCL is required to undertake
detailed verification before taking over the network. According to
the Respondent DGVCL, such verification involves examination of
safety, workmanship, quality of material, technical parameters,
protection, earthing, loading, reliability, distribution losses and
possible future requirements. The Respondent DGVCL, therefore, has
contended that the 15% charge is justified and that the
Applicant/Petitioner GHB cannot unilaterally decide that only 2.5%
is payable to the Respondent DGVCL.

7.10. The Respondent DGVCL has further relied upon the GUVNL
Guidelines dated 07.06.2017 and has submitted that the
Memorandum of Understanding dated 30.04.2015 itself
contemplated that takeover of the balance network would be
undertaken in accordance with the prevailing norms at the relevant
time. The Respondent DGVCL, therefore, contended that the network
which had not been taken over prior to introduction of the uniform
Guidelines is required to be dealt with in accordance with the said

Guidelines.

7.11. The Respondent DGVCL has also relied upon the Commission's
decision in Petition No. 1599 of 2016 and the principle that
supervision charges at the rate of 15% are recognised in respect of
works undertaken through or under the supervision of the licensee.
The Respondent DGVCL has further relied upon the decision of the
Hon'ble Appellate Tribunal in case of Haryana Vidyut Prasaran
Nigam Limited v. HERC & Ors., in Appeal No. 282 of 2014, to contend
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that in the absence of a specific regulatory provision, a utility may
adopt an appropriate mechanism for discharging its statutory

functions.

7.12. Having considered the rival submissions, while we agree with the
submissions of the Respondent DGVCL that it cannot accept existing
privately developed electrical network without first satisfying itself
regarding the technical suitability, safety, reliability and compliance
of the network with the applicable standards and such verification is
necessary in the interest of the safety and reliability of the
distribution system as well as the consumers who may ultimately be
supplied electricity through such network, the aforesaid proposition
cannot by itself justify recovery of 15% supervision charges on the
cost of network which has already been developed and which was

not executed under the supervision of the Respondent DGVCL.

7.13. We note that the term ‘Supervision’ ordinarily relates to oversight of
execution of work while the work is being carried out. As against
which, in present case, the term ‘Verification’ ordinarily relates to an
exercise undertaken after the network has already been constructed
with a view to ascertain whether the network is suitable for
acceptance and operation by the distribution licensee. The
distinction between supervision and verification assumes

significance in the facts of the present case.

7.14. Inthe present case, the actual work of laying the underground cables
and developing the balance distribution network had already been
completed by the Applicant/Petitioner GHB. It is not the case of the
Respondent DGVCL that it had supervised the execution of the said

distribution network. On the contrary, the Respondent DGVCL itself
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has proceeded on the basis that the network was developed without
direct supervision of the Respondent DGVCL. Therefore, the levy in
question cannot properly be characterised as consideration for

supervision of the execution of the network.

7.15. We are conscious of the submission of DGVCL that post-construction
verification may involve substantial work and may, in certain
circumstances, be more difficult than contemporaneous supervision.
However, it is the fact that the resources requirement for
undertaking network verification work cannot be equated with
resources requirement to perform supervision tasks. The
supervision work involves various aspects like supervision of
material procurement to see that the plant and equipment are
complying with the requisite technical and safety standards,
supervision of physical work execution to see that the plant and
equipment are installed in compliance with technical and safety
standards. Therefore, even if verification works involve some efforts
to be made by the Respondent DGVCL, it cannot be automatically be
entitled for levy of 15% charges which is provided for supervision of
work. Hence, the present case of the Applicant/Petitioner requires

distinct consideration.

7.16. We note that the 15% charge on the material and labour cost of the
network necessarily proceeds on the basis of the material
procurement and execution of the underlying work. In the present
case, however, the underlying work had already been undertaken by
the Applicant/Petitioner GHB. The Respondent DGVCL neither
executed the work nor supervised its execution. Consequently,
applying the entire 15% supervision charge to the historical cost of
the already completed network would result in converting the
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subsequent verification exercise into supervision of the original

execution, which is not the case.

7.17. We therefore find that the Respondent's reliance on the general
applicability of 15% supervision charges does not by itself establish
the justification for recovering the same charge in the peculiar

factual circumstances of the present case.

7.18. We have also considered the contention of DGVCL that the GUVNL's
Guidelines dated 07.06.2017 were introduced to ensure uniformity
amongst the four State-owned distribution licensees and that the
balance network was not taken over prior to the introduction of the
said Guidelines. However, the question before us is not whether the
Respondent DGVCL is required to follow the Guidelines. The
question is whether the 15% supervision charge contained in the
framework applicable to supervised execution of works can
mechanically be imposed on an already completed privately

developed network which was never supervised by DGVCL.

7.19. In our considered view, uniformity of norms does not require that a
charge applicable to one category of activity must necessarily be
applied without examining the nature of the activity actually
undertaken. Uniformity in technical standards, safety requirements,
inspection procedure and takeover requirements is necessary. At the
same time, the financial charge must have a reasonable nexus with

the activity for which the charge is recovered.

7.20. The stipulation in the MoU dated 30.04.2015 that takeover of the
remaining network would be considered as per the prevailing norms
at the relevant time also does not lead to a different conclusion. The

said stipulation enables application of the prevailing technical and
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procedural requirements at the time of takeover. It cannot be
construed as an unconditional acceptance by the
Applicant/Petitioner GHB of any subsequently charge, irrespective
of whether the underlying activity constitutes supervision or

verification.

7.21. Another material circumstance which cannot be ignored is that the
Respondent DGVCL had earlier taken over part of the same
distribution network by recovering 2.5% verification charges. The
Respondent DGVCL itself has placed this fact on record and has
stated that it does not seek to disturb the transaction already
completed in respect of the two feeders. Thereafter, for the
remaining network, the Respondent DGVCL has sought to substitute
the same with 15% supervision charge. In the absence of material
demonstrating that the Respondent DGVCL had undertaken
supervision of the execution of the balance network, we do not find
sufficient justification to sustain the demand of levy of 15%

supervision charge.

7.22. We have carefully considered the Respondent's submissions
regarding safety, quality of material, workmanship, system
reliability, distribution losses, immediate replacement requirements
and future maintenance expenditure. The Respondent DGVCL has
also placed on record its calculations regarding likely maintenance
expenditure and the requirement of spare cables and RMUs. These
concerns are legitimate and cannot be ignored. However, in our view,
they do not warrant recovery of 15% supervision charge on the cost
of existing network, specifically when the Applicant/Petitioner has
itself agreed for 15% supervision charges for work to be undertaken

in future.
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7.23. In fact, the record demonstrates that the Applicant/Petitioner GHB
has not sought to avoid such expenditure. The Applicant/Petitioner
has stated that it is ready to pay maintenance charges and
modification charges as per the applicable norms and has agreed to
the requirement of RMUs and other modifications necessary for
takeover. The Applicant/Petitioner GHB has also stated that it is
willing to bear necessary and justified expenditure relating to
maintenance and associated works. Thus, the legitimate concerns of
the Respondent DGVCL regarding safety and reliability is thereby

adequately protected.

7.24. We note that the Respondent DGVCL has contended that there is no
compulsion upon it to take over the network and that since GHB
itself has developed the network for its own purposes, the
Respondent DGVCL cannot be compelled to accept the network on

terms dictated by GHB.

7.25. We agree with the Respondent DGVCL to the extent that the
Respondent DGVCL cannot be directed to take over infrastructure
which does not satisfy the prescribed technical and safety
requirements. However, once the Respondent DGVCL has expressed
its willingness to takeover the balance network subject to
verification and the applicable conditions, the question before the
Commission is whether the financial condition imposed by the
Respondent DGVCL is reasonable and justified. The power of the
distribution licensee to protect itself and its consumers does not
imply an unfettered discretion to impose a charge which is not

commensurate with the nature of the work undertaken. The

Page 44 of 47



requirement of reasonableness is particularly relevant where the

charge is being recovered for a specific regulatory/utility activity.

7.26. We, therefore, do not accept the proposition that the voluntary
nature of the proposed takeover, by itself, permits the Respondent
DGVCL to insist upon 15% supervision charges irrespective of the
fact that no supervision was undertaken by DGVCL during execution

of the network.

7.27. We note that the Respondent DGVCL has relied upon the
Commission's decision in Petition No. 1599 of 2016 concerning Rail
Vikas Nigam Limited and GETCO wherein recovery of 15%
supervision charges was considered in the context of works

involving supervision by the transmission licensee.

7.28. It is to note that the said decision does not, in our view, support an
automatic application of 15% supervision charges to every situation
in which a privately developed network is subsequently taken over
by a licensee. The factual distinction is material. In the case relied
upon by the Respondent DGVCL, the concerned work was executed
under the supervision of the licensee. In the present case, the
distribution network had already been developed by the
Applicant/Petitioner GHB without supervision by the Respondent
DGVCL. The Applicant/Petitioner has also made a categorical
distinction between works supervised by the utility and the existing
network proposed to be taken over. The Applicant/Petitioner GHB
has expressly stated that it is ready to pay 15% supervision charges

for works actually undertaken under the supervision of DGVCL.

7.29. In view of the above, the reliance of the Respondent DGVCL on the

decision of the Commission in Petition No. 1599 of 2016 does not, in

Page 45 of 47



our view, determine the present issue. Hence, the said contention is

rejected.

7.30. We have persuaded the Hon'ble APTEL's judgement in case of
Haryana Vidyut Prasaran Nigam Limited v. HERC & Ors., in Appeal
No. 282 of 2014. We note that in the aforesaid judgement, the
Hon’ble APTEL has held that in the absence of a specific regulatory
provision, a utility may adopt an appropriate mechanism for
discharging its statutory functions. As per our view, the said
judgement of the Hon'ble APTEL, in fact, supports the case of the
Applicant/Petitioner that in absence of specific provision in the
Regulations for levy of charges, the utility may adopt reasonable
practise to deal with the case. In the present case, there is no
stipulation in the Regulation for levy of verification charges.
Therefore, the approach of levy of 2.5% verification charges
previously adopted by the Respondent DGVCL found to be
reasonable and justified for taking over of entire existing

distribution network of the Applicant/Petitioner.

7.31. It is also relevant to note that the 2.5% verification charge being
previously recovered by the Respondent DGVCL was not merely
because the Applicant/Petitioner GHB had requested the same. It
was being adopted by the Respondent DGVCL having regard to the
nature of the activity, absence of supervision during original
execution and the Applicant/Petitioner's willingness to bear

separately identified technical and maintenance costs.

7.32. We accordingly hold that the demand of the Respondent DGVCL for
recovery of 15% supervision charges in respect of the balance

existing network of GHB is not justified in the peculiar facts of the
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present case. However, the Respondent DGVCL shall not be deprived
of reasonable recovery towards the verification exercise undertaken
by it. The Applicant/Petitioner shall accordingly pay 2.5%
verification charges on the applicable cost of the network proposed

to be takeover.

7.33. We make it clear that this finding is confined to the existing
distribution network already developed by the Applicant/Petitioner
GHB and proposed to be taken over by the Respondent DGVCL. It
shall not operate as an exemption from any supervision charges
otherwise applicable to future works undertaken under the

supervision of the Respondent DGVCL.

8. Based on the above deliberation and discussion, the present Petition
No. 1899 of 2020 filed by the Applicant/Petitioner Gujarat Hira
Bourse is allowed. We direct the Respondent DGVCL to levy 2.5%
verification charge instead of 15% supervision charges, on the cost
of existing distribution network, for taking over of the subject

distribution network of the Applicant/Petitioner.
9. Order accordingly.

10. With this Order, the present Petition & IA stands disposed of.

Sd/- Sd/-
[Hiren Shah] [Pankaj Joshi]
Member Chairman

Place: Gandhinagar.

Date: 14/08,/2026.
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