BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

BIDYUT NIYAMAK BHAWAN, UNIT-VIII

BHUBANESWAR-751012

                                                                              FILING No….03 
CASE No. 101/2012
IN THE MATTER OF :
An Application for approval of Annual Revenue Requirement (ARR) and determination of Bulk Supply Price (BSP) for the Financial Year 2013-14 under Section 86(1) (a) & (b) and all other applicable provisions of the Electricity Act, 2003 read with relevant provisions of OERC (Terms and Conditions for Determination of Tariff) Regulations, 2004, and OERC (Conduct of Business) Regulations, 2004, and other related Rules and Regulations

AND

IN THE MATTER OF :
Rejoinder of GRIDCO to the objections raised by the objector.

AND

IN THE MATTER OF :
GRIDCO Limited, Janpath, Bhubaneswar -751022



-------- Applicant

AND

IN THE MATTER OF:
M/s. Power Tech Consultant,


1-A/6, Swati Villa,  Surya Vihar,

Link Road, Cuttack-753012

Phone Number-9437155337

                                                                      ------- Objector

The humble applicant above named

MOST RESPECTFULLY SHOWETH THAT :

GRIDCO submits the response / reply to the objections made by the objector on the ARR & Bulk Supply Price Application of GRIDCO for the FY 2013-14 herein as under:

1.
The statements made under Para 1& 2 are matter of record only. 

2.
In response to Para - 3.1, it is to mention that GRIDCO has proposed its ARR & BSP by following the requisite norms. However, various reasons underlying the projection of an increase in ARR & BSP proposal for FY 2013-14 including the pass through of past losses, are as under:
(i) As per the approved tariff, a revenue gap is being left out in each year in the ARR of GRIDCO with a direction to bridge the same out of trading revenue & UI charges etc. which has not been possible during FY 2008-09, FY2009-10, FY 2010-11, 2011-12 and also during current year due to non-availability of surplus power.
(ii) GRIDCO’s deficit has ballooned because of the fact that the DISCOMs are not paying the BSP Bills and the outstanding dues which stands at about Rs.4600 Crore as of September, 2012.  
(iii) Besides, the power purchase cost has been on the rise due to falling share of cheaper hydro power in the overall power purchase basket. In fact, the share of hydro power has fallen from earlier 57% to only 17% now. The increasing cost of thermal power has contributed to the overall rise in the power purchase cost.
(iv) Due to purchase of high cost power during hydrology failure in FY 2008-09, 2009-10 FY 2010-11 and 2011-12 that have added to the losses of GRIDCO. 

It is submitted that the revenue gaps that have arisen due to the above reasons, have been financed through a series of loans from banks / FIs since there is no avenue for GRIDCO to replenish such gaps from any other source.  As the losses have arisen out of inadequate tariff allowed by Hon'ble Commission and the consequential cash deficit is met by availing loans from various banks, issuance of bonds etc., the same need to be serviced by way of recovery through BSP. Unless such costs are allowed through the BSP, GRIDCO is very likely to fall into the “Debt Trap” and its operations may come to a grinding halt. With current borrowings almost exceeding Rs.6000 Crore and annual interest outgo of about Rs.600 Crore, GRIDCO has almost fallen into the “Debt Trap”.
3. In response to Para No.3.2, GRIDCO has no views to offer on the suggestion of the objector as GRIDCO is contractually obliged to purchase power from the generators with whom it has Long Term Power Purchase Agreements (PPAs). However, with the change in the circumstances i.e. opening of Competitive Bidding Process of Power Purchase, GRIDCO will explore such opportunities, if feasible. 

4. In response to Para No.3.3, GRIDCO has no views to offer on the suggestion of the objector. 

In response to Para-4.1, it is to mention that this has already been dealt with at Para-2 above. It is to mention that as the losses have arisen due to lower tariff allowed by Hon'ble Commission and the liabilities have been incurred by availing loans from various banks, issuance of bonds etc. towards power purchase for supply to the DISCOMs, the same need to be serviced by way of recovery through tariff only. Although GRIDCO could have proposed the entire pass through relating to arrear of TTPS totaling to Rs. 682.85 Crore in one go, it avoided to do so and in fact, proposed 1/3rd of the said arrears of TTPS amounting to Rs.227.62 Crore in order to refrain from imposing a tariff shock on the consumers. If the entire arrears of TTPS has been passed in the proposed ARR & BSP for FY 2013-14, the proposed BSP of 378.74 P/U would have gone up by another 18 plus Paise per Unit.  
6.
In response to Para-5.1, it is submitted that GRIDCO envisages that it would be possible to meet the entire proposed power procurement of 26221.41 MU during FY 2013-14 while the situation was not so during FY 2012-13 for which it was proposed to source shortfall quantity of 474.62 MU from outside sources to meet the State Demand. 

7.  
In response to Para-5.2, it is to mention that the suggestion is welcome. GRIDCO submits that such a suggestion given by the objector is being taken care of since the time of implementation of the Availability Based Tariff (ABT) in the Eastern Region. In fact, GRIDCO is optimizing the UI / trading route to the extent possible to fulfill the demand of the State.
7. 
In response to Para-6.1, it is to mention that the projected availability of renewable energy has been estimated with due care so as to fulfill the RPO. GRIDCO is conscious of the role of green energy and its beneficial impact on environment and accordingly, doing its best to procure as much as renewable energy as possible and feasible. It is submitted that GRIDCO has proposed to procure 1587.76 MU of renewable energy consisting of 65.76 MU of Solar Energy 1522 MU of non-solar energy like SHEP, Bio-Mass and Co-Gen energy. It is expected that the projected procurement cost of renewable energy to GRIDCO will be around Rs.545 Crore, which is about 8% of the total proposed power procurement cost of Rs.6837.67 Crore during FY 2013-14.

8. 
In response to Para-7.1, GRIDCO has no views to offer on the suggestion of the objector towards the Government subsidizing the additional cost incurred by GRIDCO towards procurement of high cost power at the time of low hydro, and constraint of the generating stations, if it has been done at the behest of the Govt. 

9. 
In response to Para-7.2, it is to mention that the procurement cost is projected considering the tariff approved by the appropriate Commission for each station, which is subject to prudent check and approval by the Hon’ble Commission including the approval of GRIDCO’s establishment costs which is very minimal as GRIDCO has only skeleton staff. 
10.
In response to Para-8, it is to mention that GRIDCO has earned no profit. In fact, in ensuring power supply to the State in the face of DISCOMS not paying the full BSP bills as well as the outstanding dues of GRIDCO and the Hon’ble Commission approving lower BSPs and leaving huge revenue gaps in the ARR year after year, GRIDCO’s loss has multiplied over the years so also its loan has reached almost Rs.6000 Crore now and the annual interest servicing has also touched to about Rs.600 Crore. Further, there has been no surplus power in the wake of increased State demand. Besides, even if there is any surplus on account of trading /UI, the same would be utilized to recoup the revenue gaps being left by the Commission (OERC) in the Annual Revenue Requirement, as has been ordered by the OERC in the various ARR & BSP Orders. Therefore, the contention of the objector may be considered as unfounded. The proposal may perhaps find some logic at a later date only when GRIDCO turns around. This is because as of now, none of the stakeholders has borne the brunt of the power sector, especially the financial burden as GRIDCO has been bearing till date.
11.
In response to Para-9 to 14, GRIDCO does not have anything to comment as these are only matters of record. 
12. 
In reply to the points raised by the objector at Para- 15.1 and 15.2 regarding the suggestions on GRIDCO opting for Competitive Bidding for establishment of Thermal Power Plants in the State in the place MOUs signed by the State Govt. and allocation capacities in favour of DISCOMs etc., respectively, GRIDCO states that these are high level policy decisions to be taken up at the level of the Regulator and the Government and therefore refrains itself from making any comments thereon. 

10. 
With regard to the Objector’s suggestions at Para 15.3 & 15.4 that GRIDCO should undertake energy trading both on a long term and short term basis and sign Long Term PPAs with IPPs to source power, GRIDCO would delve upon such suggestions and do whatever is best for the interest of the State by taking into confidence the Regulator and the State. 
Any other objections/ allegations/ suggestions raised by the objector, not specifically replied/ dealt with hereinabove, may be treated as denied.

PRAYER

In view of the above facts and clarifications by GRIDCO, the prayer of M/s. Power Tech Consultants is not tenable and therefore, may / may not be considered as stated herein. 

By the Applicant

                                                                         

Through

Bhubaneswar

Dt. 29 /01/2013.





     

 
  Director (Finance & 

  Corporate Affairs)
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