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SUMMARY SECTOR ASSESSMENT – GUJARAT POWER SECTOR 
 

1. The total installed power capacity in India is 169,749 megawatts (MW),1 with a peak 
deficit of 10.2% and an energy deficit of 8.8%. India expects to add more than 78,000 MW of 
power capacity over the 5 years from 2007 to 2012 under the 11th Five Year Plan and more 
than 80,000 MW of capacity from 2012 to 2017 under the 12th Five Year Plan. The key priorities 
of the Government of India, as laid out in the National Electricity Policy, are to increase per 
capita availability of electricity to over 1,000 kilowatt-hours (kWh) by 2012 with a minimum 
lifeline consumption of 1 kWh per household per day. India also intends to make greater use of 
indigenous hydropower and renewable energy resources, particularly solar and wind energy in 
the coming years. It has recognized that in the past, poor performance of state electricity boards 
resulted in a significant strain on public finances. In response, over the last several years, it has 
initiated programs to reform and restructure electricity boards, establish open access, and 
rationalize the tariff structure. Independent central and state regulatory bodies were established 
to facilitate this process and increase competition in the traditionally monopolistic sector.  
 
2. Institutional arrangements. The central government’s Ministry of Power provides 
overall guidance to the sector through the Central Electricity Authority (CEA). The ministry owns 
central power utilities such as the National Thermal Power Cooperation, National Hydroelectric 
Power Cooperation, Nuclear Power Corporation, and Power Grid Corporation of India, which 
are engaged in generation and interstate power transmission. The Rural Electrification 
Corporation and Power Finance Corporation are government-owned institutions dedicated to 
financing activities in the electricity subsector. Power Trading Corporation was established to 
facilitate power trading; at present, several entities are undertaking this licensed central and 
state activity. In all technical and economic matters, the Ministry of Power is assisted by CEA, 
which is responsible for the technical coordination and supervision of programs and entrusted 
with a number of other statutory functions. CEA is responsible for preparing a national electricity 
plan in accordance with the National Electricity Policy and to modify such plans every 5 years. 
 
3. In Gujarat, the Energy and Petrochemicals Department of the Government of Gujarat 
(GOG) formulates policies for the power subsector. Gujarat Urja Vikas Nigam Limited (GUVNL) 
is the holding company engaged in the business of bulk purchase and sale of electricity, 
supervision, coordination, and facilitation of subsidiary companies including Gujarat Energy 
Transmission Corporation (GETCO). The Gujarat Energy Development Agency is in charge of 
development and promotion of renewable energy technologies in Gujarat’s energy mix.  
 
4. Legal framework. The Electricity Act 2003 is the cornerstone legislation for the 
electricity subsector, and provides the legal framework for its efficient development. The act 
primarily concerns itself with unbundling state electricity boards, open access, and competition. 
Salient provisions of the Electricity Act 2003 are (i) exemption from licensing requirements for 
electricity generation, (ii) open access in electricity transmission, (iii) licensing for electricity 
trading, (iv) arrangement of licenses for laying private transmission lines, (v) promotion of 
unbundling of large and monolithic power entities, (vi) promotion of competition by allowing the 
presence consumers on minimum standards, and (viii) provision for establishment of tribunals in 
place of the High Court for appeal against the orders of the Central Electricity Regulatory 
Commission (CERC). 
 
5. Solar power procurement. India receives a high rate of solar irradiation of  
4–7 kWh/square meter/day in most regions. The government sought to tap this potential through 
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the National Solar Mission in 2010 with an objective to eventually install 20,000 MW of solar 
power by 2022. In 2011, the government amended the tariff policy to encourage procurement of 
solar power by states. Guidance was provided in the amendment with solar power procurement 
expected to start with 0.25% in 2013 and rise to 3.00% by 2022. However the decision on the 
percentage (and timeline) of solar power purchase has been left to the regulatory commission in 
each state, which is expected to fix the renewable procurement obligation. In Gujarat, the 
Gujarat Electricity Regulatory Commission (GERC) has mandated 1% procurement from solar 
power by 2013 (para. 16). 
 
6.      Market mechanism to support renewable energy. A renewable energy certificate 
mechanism has been established for both solar and non-solar renewable energy in India. CERC 
has specified floor and forbearance prices for trading of credits based on the expected cost of 
such renewable power. Trading in renewable energy certificates has commenced and is 
expected to spur the development of solar power in India as generators in resource surplus 
regions find an avenue to sell power to utilities and consumers that seek to comply with their 
renewable power procurement obligations.  
 
Sector Performance in Gujarat 

7. The state-owned vertically integrated utility Gujarat Electricity Board was reorganized as 
a part of power reforms undertaken by GOG on 1 April 2005. The responsibility for electricity 
generation went to the Gujarat State Electricity Corporation, power trading with the GUVNL and 
the role of the transmission licensee was taken up by GETCO.  Four state distribution 
companies were created across the state. 
 
8. In 2010, the electricity utilities in Gujarat serviced 8.41 million consumers with overall 
sales at 59,746 gigawatt-hours (GWh) with sales recording growth rates of over 6% year-on-
year. The performance of these utilities has improved significantly, commencing with the 
unbundling of the Gujarat Electricity Board. The state government releases subsidy payments in 
advance on a quarterly basis. According to Power Finance Corporation’s report, Performance of 
State Utilities for the Years 2006/07 to 2008/09, Gujarat ranks third on the basis of cash profits 
(revenue and subsidy realized basis) registered in 2008/09. A discussion of some key aspects 
of the state power subsector follows. 
 
9. Generation capacity addition. Gujarat’s installed generating capacity until December 
2010 was 15,793 MW, of which state government-owned sources account for 6,152 MW, the 
central sector 2,612 MW, and private producers 7,029 MW. At present, the deficit in the state 
stands at 8.4% (December 2010), which is considerably lower than 14.3% for Uttar Pradesh, 
23.1% for Bihar, or 8.8% for the country as a whole. Installed capacity for Gujarat is expected to 
rise by nearly 7,500 MW by 2012 driven mostly by independent power producers (including the 
share from the proposed Ultra Mega Power Plant at Mundhra) and the state power company. 
This capacity addition is expected to result in the state having an energy surplus by 2012. 
 
10. Reliance on fossil fuel-based electricity. Gujarat’s electricity subsector is 
predominantly reliant on thermal sources. At the end of 2009, 94% of electricity generated in the 
state was coal-fired, and this was expected to grow by 10.4% in 2010. A significant part of the 
expected generation capacity addition until 2012 is from coal, lignite, or gas-based power plants 
including coastal imported coal power plants. GOG seeks to develop and increase adoption of 
renewable energy projects to utilize the state’s natural resource potential.  
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11. Transmission system. GETCO, the state transmission utility of Gujarat is responsible 
for the planning, development, operation, and maintenance of the state transmission network. 
Currently GETCO has over 37,000 km of lines and substations. It will be responsible for the 
evacuation of power from the independent power producer setup in the Charankha solar park. 
The state transmission system had a reliability factor of 99.62% in 2010/11. From 2011 to 2016, 
GETCO is expected to undertake investments averaging $475 million every year to expand the 
existing transmission system. These investments have been approved by GERC at a debt 
equity ratio of 70:30. The operating and financial performance of GETCO improved from 2005 to 
2010, with lower transmission losses and higher revenues (Table 1).  
 

Table 1: Operating and Financial Performance of GETCO 
Item 2006 2007 2008 2009 2010 
Transmission charge (Rs million) 5,645.7 6,818.6 7,618.6 8,157.6 10,499.6 
Profit after tax (Rs million) 52.5 500.0 334.3 358.7 734.5 
Transmission losses (%) 4.1 3.9 4.3 4.3 4.2 
Gross fixed assets (Rs million) 44,370.9 48,651.7 54,570.6 60,709.9 67,691.6 
Return on NFA (%) 0.1 1.3 0.8 0.8 1.4 

NFA=net fixed asset 
Source: GETCO annual reports and GERC tariff order  
 
12. Distribution system losses. Distribution system losses in Gujarat are among the 
lowest in India. Some of the distribution utilities such as the Dakshin Gujarat Vij Company 
Limited and Madhya Gujarat Vij Company Limited achieved losses of 14.5% and 14.0% 
respectively, which are less than the national targets of 15.0%. Distribution system 
improvements have been realized in part by effective feeder segregation between agriculture 
and nonagriculture load and measures such as the implementation of high voltage distribution 
system.  
 
13. Access to power. Gujarat’s average consumption of power is among the highest in 
India at 1,330 units/capita compared with the national average of 717 units/capita in 2008. All 
villages in Gujarat have been electrified. From 2001 onward, the state undertook 100% feeder 
segregation for agricultural connections that resulted in providing 8 hours of power in a phased 
manner to agricultural customers, while providing 24 hours of uninterrupted power supply to 
domestic consumers. All consumers (except agriculture consumers) are metered. Schemes to 
support increased access in rural areas such as the Jyotigram Yojana have contributed to 
reductions in distribution losses and equipment failure due to the installation of specially 
designed transformers.   
 
14. Renewable energy resource potential. The Gujarat Energy Development Agency is 
the nodal agency to promote the development of renewable sources of energy in the state with 
a focus on developing wind and solar power among other options. Gujarat has huge potential 
for wind power of over 7,000 MW. Solar irradiation in Gujarat ranges from 5 to 7 kWh/square 
meter/day (among the highest in India) and given the presence of vast tracts of barren 
wasteland, the potential to develop solar power projects in the state is significant.  
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15. State government policy to support solar power. With a view to diversifying its fuel 
portfolio, reducing fossil fuel emissions, and supporting utilization of the high solar irradiation in 
Gujarat, GOG launched the Solar Power Policy 2009 to support 500 MW of solar power in 
Gujarat. Among other aspects, the policy supports identifying suitable locations and facilitating 
the required approvals and clearances for the development of solar projects. The Charankha 
solar park, being developed by Gujarat Power Corporation Limited and Gujarat Energy 
Development Agency, is the first solar park proposed in Gujarat. The state has been successful 
in attracting investors and over 960 MW of solar power purchase agreements have been signed 
with the off-taker GUVNL. The state government also has a memorandum of understanding with 
the Clinton Foundation to develop 3,000 MW of solar power in the state.  
 
16. Regulatory aspects. GERC, the regulatory agency for the electricity subsector in 
Gujarat was established in 1999. The sector assistance program evaluation for India in 2007 
noted that GERC had developed a high degree of independence and was proactively regulating 
the electricity sub-sector. GERC has implemented the Multi Year Tariff  regulations for utility 
companies (including GETCO) that are performance based to replace cost-based regulations. 
GERC’s Procurement of Energy from Renewable Sources Regulations, 2010 stipulates a 
mandatory quantum of power purchase by all distribution licensees including captive and open 
access consumers from renewable energy sources (including solar power) and a penalty 
mechanism if such procurement is not undertaken. The minimum purchase obligation for solar 
power is 1% of power purchase by 2013 for licensees in Gujarat. These regulations are 
expected to support the procurement of at least 500 MW of solar power for consumption within 
Gujarat itself by 2012.  GERC has also approved a procurement tariff applicable for power from 
both solar power generators in Gujarat. The tariff is Rs15/unit for solar photovoltaic and  
Rs11/unit for solar thermal generators during the first 12 years and then Rs5/unit for solar 
photovoltaic and Rs4/unit for solar thermal for the next 13 years. The control period for this 
order is until the end of 2011. 
 
17. Private sector participation. GOG has been encouraging private sector investment in 
solar power through supportive policies and the solar park mechanism. The formulation of the 
solar park concept that streamlines the process of obtaining various clearances, reduces time to 
develop projects, and provides economies of scale has been well received by the private sector 
and is evident in the quantum of power purchase agreements finalized between the private 
sector and the power off-taker. ADB participated in a workshop on solar power organized with 
the private sector in January 2011. The Private Sector Operations Deparment is exploring direct 
financing for potential projects in the solar park in addition to its guarantee facility for banks 
onlending to solar power projects.   
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Table 2: Sector Results Framework (Power Sector, 2009–2012) 
Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contributions 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contributions 

Indicators with 
Incremental Targets 

(baselines 0) 
Planned and Ongoing ADB 

Interventions 

Main Outputs 
Expected from ADB 

Contributions 
Increase generation 
capacity and promote low 
carbon energy sources.  
 
 
 
Strengthen and expand the 
national transmission 
system.  
 
 
 
 
 
 
 
Reduce AT&C losses.  
 
 
 
Increase energy efficiency 
and reduce primary energy 
demand. 
 
Provide electricity 
connection to all villages 
and below-poverty-level 
households. 
 
 
 
 
 
 
 

Increase capacity by 
78,577 MW during the 
11th plan  
 
 
 
Add interregional 
capacity of  
20,700 MW at 200 kV 
and above during 11th 
plan 
 
Enable system to 
handle 100,000 MW 
peak load 
 
From 40% to 15% by 
the end of the 11thplan 
 
 
20% increase by 2017 
5%–7% demand 
reduction  
 
 
115,000 villages 
electrified and 
connections to  
23.4 million households 
below the poverty line 
 

Promotion of higher 
efficiency, low-carbon 
energy sources 
including solar energy, 
hydropower  
 
Expansion and 
optimization of 
transmission and 
distribution systems 
 
 
 
 
 
 
Lowering AT&C losses 
 
 
 
 
 
 
 
Rural electrification 
 
 

16,553 MW of 
hydropower capacity 
additions  
 
Addition of at least  
70 MW of solar power 
generation 
 
Increase of 
interregional 
transmission capacity 
by at least 6,000 MW 
Increase transmission 
facilities to evacuate 
renewable power 

 
Maintain interstate 
transmission system 
availability at not less 
than 99% and 
transmission losses at 
3%–4% 
 
Improvement in 
operating efficiency 
and reduction of 
distribution losses to 
15%. 
 

 (i) Planned key activity areas: 
Clean energy development 
T&D system investments 

(ii) Projects in the Pipeline 
Himachal Pradesh Clean 
Energy Transmission 
Program (MFF)  
Madhya Pradesh Energy 
Efficiency MFF  
Gujarat Solar Power 
Transmission  

 (iii)  Ongoing Projects 
Power Grid Transmission 
Uttarakhand Power Sector 
Development (MFF) 
Madhya Pradesh Power 
Sector Development 
Project  (MFF) 
Himachal Pradesh Clean 
Energy Development 
Investment Program (MFF) 
Assam Energy Efficiency 
Enhancement Project 
(MFF)  
Bihar Power System 
Improvement Project  

 
 
Increased run-of-river 
hydropower and solar 
power capacity 
additions 
 
T&D substation 
capacity addition, 
capacity 
enhancement, and 
renovation of lines and 
substations 
 
Augmentation of 
distribution 
transformer capacity 
and system-
strengthening activities 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ADB = Asian Development Bank, AT&C = aggregate technical and commercial, kV = kilovolt, MFF = multitranche financing facility, MW = megawatt, T&D = 
transmission and distribution. 
Source: Asian Development Bank estimates. 




