BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

BIDYUT NIYAMAK BHAWAN, UNIT-VIII, BHUBANESWAR- 751012

Filing No…………

Case No…………

IN THE MATTER OF:
APPLICATION FOR APPROVAL OF ANNUAL REVENUE REQUIREMENT AND TARIFF OF INDIVIDUAL POWER STATIONS OF OHPC FOR THE FINANCIAL YEARS 2008-09 IN TERMS OF SECTION 62 READ WITH SECTION 86 OF THE ELECTRICITY ACT, 2003.

AND

IN THE MATTER OF:
ORISSA HYDRO POWER CORPORATION LTD., REGD. OFFICE: JANAPATH, BHUBANESWAR-751022.

…..  Applicant.

AFFIDAVIT VERIFYING THE APPLICATION.


I, Shri Jagannath Padhi, Son of (Late) Sadananda Padhi, aged about 55 years, at present working as Director (Operation), OHPC Ltd., Janpath, Bhubaneswar-751022 do hereby solemnly affirm and state as follows:

(1) That I have been fully authorized by the Applicant to swear this affidavit on its behalf.

(2) The statements made herein is based on information available and I believe them to be true.

Bhubaneswar,

Date:









DEPONENT
BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

VIDYUT NIYAMAK BHAWAN, UNIT-VIII, BHUBANESWAR- 751012

Filing No………..

Case No………..

IN THE MATTER OF:
APPLICATION FOR APPROVAL OF ANNUAL REVENUE REQUIREMENT AND TARIFF OF INDIVIDUAL POWER STATIONS OF OHPC FOR THE FINANCIAL YEARS 2008-09 IN TERMS OF SECTION 62 READ WITH SECTION 86 OF THE ELECTRICITY ACT, 2003.
AND

IN THE MATTER OF:
ORISSA HYDRO POWER CORPORATION LTD., REGD. OFFICE: JANAPATH, BHUBANESWAR-751022.

…..  Applicant.

THE HUMBLE APPLICANT ABOVE NAMED MOST RESPECTFULLY SHOWETH THAT:

1.
PROCEDURAL HISTORY :
The Orissa Hydro Power Corporation Ltd. (OHPC) is a Generating Company incorporated under the Companies Act, 1956, after unbundling of power sector in the state of Orissa in the year 1995, to carry out the business of hydro power generation. The entire power produced by OHPC through its various generating stations, viz. Hirakud Power System (HPS) (Burla & Chiplima), Balimela H. E. Project (BHEP), Rengali H. E. Project (RHEP), Upper Kolab H. E. Project (UKHEP), Upper Indravati H. E. Project (UIHEP) & Machkund H. E. (Jt.) Project, is fully dedicated to the state of Orissa at present. Due to the existing single buyer model presently prevailing in the state of Orissa, OHPC is supplying its entire power to GRIDCO (after supplying 5 MW power from Burla power house to CSEB as per the inter-state agreement), which is a deemed licensee for bulk supply and supplying power to the Distribution Licensees of the state.
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As per the Regulations 61(2) of the OERC (Conduct of Business) Regulations, 2004, a generating company is required to file an application by 30th November each year to the Commission for approval of Annual Revenue Requirement (ARR) & determination of tariff for any of its generating stations for sale of energy in the state, giving details of the costs associated with the generation and sale of energy from the generating stations. Accordingly, OHPC, as a generating company, is hereby filing an Application before the Hon’ble Commission for approval of the ARR & fixation of Tariff of its generating stations for the FY 2008-09.
2.
INSTALLED CAPACITY :

The installed capacity of OHPC power stations as on 01.04.97 was 1272 MW. After completion of R, M & U works of unit-1 & 2 of Burla Power House in the year 1998-99, both the generating units have been up- rated to 49.5 MW each from 37.5 MW resulting in an additional capacity of 24 MW.Similarly, after completion of R, M & U works of Unit-3 & 4 of Burla Power House in the year 2005-06 both the  generating units have been up-rated to 32 MW each from 24 MW resulting in an additional capacity of 16 MW. The Upper Indravati H.E. Project was in operational from the year 2001-02 with all its four generating units of 150 MW each. Further additional capacity of 150 MW has been considered for the FY 2007-08 in respect of 7 & 8 extension units at Balimela. Accordingly, the Installed Capacity of the different generating stations of OHPC for the year 2008-09 are as given hereunder :
	Sl. No.
	Name of the Power Station
	Installed Capacity as on 01.04.97
(MW)
	Installed Capacity for the year 2007-08

(MW)

	1
	Hirakud

(Burla & Chiplima)
	307.5
	347.5

	2
	Balimela 
	360
	510

	3
	Rengali
	250
	250

	4
	Upper Kolab 
	320
	320

	5
	Upper Indravati 
	-
	600

	6
	Machhkund

(Orissa Share)
	34.5
	34.5

	Total
	1972
	2062
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3.
PROJECT COST :

(a) Old Power Stations:
The transferred project cost of OHPC old Power Stations (i.e. HPS, BHEP, RHEP & UKHEP) was Rs. 1196.80 Crs as on 01.04.1996.  However, while determining the tariff for the FY 2007-08, Hon’ble Commission, in their order dt. 22.03.2007, have considered Rs. 868.62 Crs. as the project cost of OHPC old Power Stations considering the historical cost of Rs. 479.80 Crs. as on 01.04.1996 & subsequent  additions till 2006-07. Further, in their order dated 23.03.2006, Hon’ble Commission have indicated that the state govt. have been advised to keep in abeyance the up-valuation of the old assets of OHPC for a period of another five years beyond FY 2005-06 i.e. till 2010-11. Accordingly, the ARR of OHPC old Power Stations for the FY 2008-09 have been computed based on the historical cost of the projects as on 01.04.96 with audited additional capital expenditure till March’07 and estimated capital expenditure during FY 2007-08 as per the account of OHPC. 
Further, Hon’ble commission, in their order dated 22.03.07, (approval of ARR & Tariff of OHPC power stations for the FY 2007-08) have approved Rs.1195.42 Crores as the final capital cost of Upper Indravati H.E. Project for the purpose of determination of tariff. The same has been considered for computation of ARR of UIHEP for the FY 2008-09.The project costs of OHPC Power Stations considered for computation of ARR for the FY 2008-09 are as given hereunder :

(Rs. in Crs.)
	Sl. No.
	Name of the Power Stations
	Transferred Cost as on 01.04.06
	Project Cost approved for FY 2007-08
	Project Cost

Considered for

FY 2008-09

	1
	HPS
	295.17
	368.09
	370.42

	2
	BHEP
	334.66
	297.66
	297.74

	3
	RHEP
	259.01
	93.69
	93.81

	4
	UKHEP
	307.96
	109.18
	112.19

	Total
	1196.80
	868.62
	874.16

	5
UIHEP
	-
	1195.42
	1195.42
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4.
DESIGN ENERGY :
The Hon’ble Commission in their order dt. 10.06.2005 at para – 6.5 (a), had indicated that re-assessment of design energy of OHPC Power Stations should be done by appointing an independent group of consultants under the auspices of the Commission. The Commission have also regularly monitored the works & hold meetings with OHPC for early completion of the job and advised OHPC to take effective steps and award the job to the eligible agency by 31.10.06.  Accordingly moving with due procedure for awarding the contract, OHPC have awarded the work order to M/s SPARC, Bhubaneswar, a consultancy agency, on 30.10.06 to carry out the job of re-assessment of design energy of its Power Stations on turn-key basis with an expected completion period of 10 months. M/s SPARC has already submitted the draft final report of all the power stations and the technical data / information pertaining to the power stations has been scutinised by OHPC & intimated to M/s SPARC for necessary correction in the reports. After receipt of the modified reports, the same will be submitted before the Hon’ble Commission for vetting. However, till vetting of the re-assessed design energy by the Hon’ble OERC and / or CEA, the design energy as per the project report accepted by the Commission in their order dated 09.07.2001, have been taken for determination of tariff for the FY 2008-09.
The design energy of OHPC Power Stations considered for tariff calculation, for the FY 2008-09 are given chose under :

	Sl. No.
	Name of the 
Power Stations
	Design Energy

(MU)
	Design Energy
for sale (MU)

	1
	HPS

(Burla & Chiplima)
	1174
	1162.26

	2
	BHEP
	1183
	1171.17

	3
	RHEP
	525
	519.75

	4
	UKHEP
	832
	823.68

	5
	UIHEP
	1962
	1942.38

	Total
	5676
	5619.24
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5.
ANNUAL FIXED CHARGES :
(a) Interest on Loan

The details of the loan liabilities & interests thereof in respect of each Power Stations are enclosed at Appendix (in the prescribed form –13).
However, the interest on the outstanding loans for inclusion in AFC of the year 2008-09 are as given below.

(Rs. in Crs.)
	Sl. No.
	Description of the Loans
	Interest on loan for the FY 2008-09

	
	
	HPS
	BHEP
	RHEP
	UKHEP
	UIHEP

	1
	Govt. loan @ 9.8%
	0.28
	0.37
	0.41
	0.49
	-

	2

(i)

(i i)
(iii)
(iv)
	PFC Loan

For 3 & 4 Burla @ 8.75%
For 7 & 8, Balimela @ 9.60%

For UIHEP @8.75%

Guarantee Commission 
	4.21
-

-

0.44
	-

7.88
-

0.64
	-

-

-

-
	-

-

-

-
	-

-

4.10
1.60

	3
	Deemed loan @ 12%
	0.99
	3.24
	-
	-
	-

	Total Interest with G. C.
	5.92
	12.13
	0.41
	0.49
	5.70


(b) Depreciation including Advance Against Depreciation :

The statements of depreciation in respect of each Power Stations are enclosed at Appendix (in the prescribed form – 11).

The depreciation is computed @ 2.57% on the Project Cost considered for the FY 2008-09. However, in case of HPS & BHEP, where loan repayment is more than the computed depreciation, the differential amount have been taken in the calculation as Advance Against Depreciation &  included in the  depreciation for the FY 2008-09. 
In case of UIHEP, the depreciation could be Rs. 43.01 Crs @3.60% of the project cost. However, it is limited to the principal loan repayment of Rs. 32.07 Crs for the year 2008-09 in line with the PPA.

The depreciation taken for computation of AFC of different Power Stations are summarized below.
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 (Rs. in Crs.)

	Name of the Power Stations
	Depreciation considered for FY 2008-09

	Remark

	HPS
(Burla & Chiplima)
	10.72
	To the extent of Loan Repayment.

	BHEP
	13.55
	To the extent of Loan Repayment.

	RHEP
	2.41
	-

	UKHEP
	2.88
	-

	UIHEP
	32.07
	Limited to Loan Repayment


(c) Return  on Equity (RoE)

Return on Equity (RoE) has been considered @ 14% per annum for the FY 2008-09 for each of the Power Stations with an equity base of 25% of the original Project Cost and additional capital expenditure of HPS, Burla. In case of BHEP extension project and additional capital expenditures of all the power stations except HPS, Burla, RoE has been considered @ 14% on an equity base of 30% as per the CERC norms.
(Rs. In Crs.)

	Name of the Power Station
	RoE

	HPS (Burla & Chiplima)
	12.96

	BHEP
	11.70

	RHEP
	3.30

	UKHEP
	3.95

	UIHEP
	41.82


(d) Operation & Maintenance (O&M) Expenses

The O & M  expenses considered in the calculation of AFC for the FY 2008-09 in respect of each Power Stations are summarized below :
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(Rs. in Crs.)
	Sl. No.
	Particulars
	HPS
	BHEP
	RHEP
	UKHEP
	UIHEP

	1
	Actual O & M Expenses for FY 2006-07 (Audited)
	32.33
	19.58
	18.12
	13.61
	30.62*

	2. 
	O&M with 4% Escalation for FY 2007-08.
	33.62
	20.36
	18.85
	14.16
	31.84

	3.
	Pension liability of 120 EPF pensioners of BHEP in the FY 2007-08
	-
	5.00
	-
	-
	-

	4.
	Total for FY 2007-08
	33.62
	25.36
	18.85
	14.16
	31.84

	5. 
	O&M with 4% Escalation for FY 2008-09. 
	34.97
	26.37
	19.60
	14.73
	33.12

	6. 
	Major repair of machines and procurement of SCADA equipments
	-
	-
	2.00 $
	6.00 #
	8.00 **

	7.
	Proposed for infrastructure and peripheral development
	1.00
	1.00
	1.00
	1.00
	1.00

	8. 
	Arrear electricity charges for RHEP (3/97 to 01/98)and for UKHEP (07/01 to 12/03)
	-
	-
	2.50
	3.14
	-

	TOTAL(items 5+6+7+8)
	35.97
	27.37
	25.10
	24.87
	42.12


Note :

(i) * Rs. 30.62 Crs. excludes Rs. 5.00 Crs, which was taken for the FY 2006-07 towards special repair of rotor poles at UIHEP.
(ii) ** Rs. 8.00 Crs. includes Rs.1 Cr. towards repair of rotor poles at UIHEP as per the Commission’s order dated 22.03.2006 and Rs. 7 Crs. towards proposed major repair  of governor & excitation system of UIHEP machines (out of estimated Rs.14 Crs, only Rs. 7 Crs. has been considered in FY 2008-09 and balance Rs. 7 Crs. will be considered in the FY 2009-10)   
(iii) # Rs. 6.0 Crs. at UKHEP includes Rs.1 Cr. towards procurement of SCADA equipments and Rs.5 Cr towards procurement of stator of unit-4 (out of estimated Rs.10 Crs., only Rs.5 Crs. has been considered for the FY 2008-09 and balanced Rs.5 Crs. will be considered in the FY 2009-10).
(iv) $ Rs.2 Crs. at RHEP includes Rs.1 Cr. towards procurement of SCADA equipments and Rs.1 Crs. towards major repair of turbine (out of estimated Rs.3 Crs., only Rs.1 Cr. has been considered for the FY 2008-09 and balanced Rs.2 Crs. will be considered in the FY 2009-10).
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(e) Interest on Working Capital :

The calculation of interest  on working capital of each Power Stations of OHPC are enclosed at Appendix (in the prescribed Form – 15). The rate of interest of 12% per annum, on working capital, is the short-term prime lending rate of State Bank of India at the time of filing of the application for approval of ARR. The same is summarized below:
(Rs. in Crs.)
	Particulars
	HPS
	BHEP
	RHEP
	UKHEP
	UIHEP

	O & M expenses for one month.
	3.00
	2.28
	2.09
	2.07
	3.51

	Receivables for two months.
	11.25
	11.13
	5.37
	5.50
	21.95

	Maintenance spares for one year.
	0.70
	0.70
	0.70
	0.70
	1.00

	Working Capital.
	14.95
	14.11
	8.16
	8.27
	26.46

	Interest on W.C. @ 12% per annum
	1.80
	1.69
	0.98
	0.99
	3.18


(f) Electricity Duty on Auxiliary Consumption :

Electricity Duty (ED) @ 20 paise / KWh on the Auxiliary Consumption, limited to 0.5% of the Design Energy of each Power Stations has been considered for computation of ARR for the year 2008-09.

However, Hon’ble Commission is requested to allow OHPC for claiming reimbursement of actual ED on Auxiliary Consumption, payable to the government at the end of the year 2008-09.

(g) Income Tax :

As per the CERC Tariff Regulation, 2004, Income Tax shall be computed as an expense and recovered from the beneficiaries.

Accordingly, income tax paid by OHPC during FY 2006-07 in respect of BHEP, Balimela and UIHEP, Mukhiguda has been included in the computation of ARR for the FY 2008-09. Similarly, the income tax payable by OHPC for the FY 2007-08 shall be included in the ARR for the FY 2009-10.

(h) Total Annual Fixed Charges (AFC) & Annual Revenue Requirement (ARR) : 
Based on the above parameters, station-wise AFC & ARR for the FY 2008-09 are given in the table below :
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(Rs. in Crs.)
	Particulars
	HPS
	BHEP
	RHEP
	UKHEP
	UIHEP

	Interest  on  Loan
	5.92
	12.13
	0.41
	0.49
	5.70

	Depreciation 
	10.72
	13.55
	2.41
	2.88
	32.07

	Return on Equity
	12.96
	11.70
	3.30
	3.95
	41.82

	O & M Expenses
	35.97
	27.37
	25.10
	24.87
	42.12

	Interest on working capital
	1.80
	1.69
	0.98
	0.99
	3.18

	ED on Aux. Consumption @20 P/U
	0.12
	0.12
	0.05
	0.08
	0.20

	Income Tax (MAT) for  the previous years 
	0.00
	0.21
	0.00
	0.00
	6.63

	Total ARR / AFC
	67.49
	66.77
	32.25
	33.27
	131.72

	Average Tariff (P/U)
	58.07
	57.01
	62.06
	40.39
	67.81


The projected Tariff calculation in respect of each Power Stations of OHPC are enclosed at Annexure – I.

6.
RATE OF PRIMARY AND SECONDARY ENERGY :

(a) Rate of Primary Energy :
As per the CERC Tariff Regulations, Rate of primary energy for the hydro generating stations, shall be equal to average of the lowest variable charges of the Central Sector Thermal Power Generating Stations of the concerned region for all the months of the previous year. The primary energy charges shall be computed based on the primary energy rate and saleable primary energy of the project.

In case, the primary energy charges recoverable by applying the above primary energy rate exceeds the Annual Fixed Charges of a generating station, the primary energy rate for such generating station shall be calculated by the following  formula :

Primary Energy Rate =  Annual Fixed Charges




     Saleable Primary Energy.
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Based on the lowest variable cost of the Central Sector Thermal Power Station of the region approved by the Commission for payment by GRIDCO, the rate of primary energy of all the Power Stations of OHPC for the FY 2008-09 shall be worked out. However, the average energy rates as computed in the table at para- 5 (h) are given below:
	Name of the Power Station
	Average Tariff (Paise/KWh)

	HPS (Burla & Chiplima)
	58.07

	BHEP
	57.01

	RHEP
	62.06

	UKHEP
	40.39

	UIHEP
	67.81


(b) Rate of Secondary Energy :

As per the CERC Regulations and as approved by the Hon’ble OERC for the previous years, the Rate of Secondary Energy is same as the Rate of Primary Energy.

7.
CAPACITY CHARGES :

Two-part tariff has already been implemented at all the power stations of OHPC. As per the CERC Regulations, the Capacity Charges shall be computed in accordance with the following formula :
Capacity Charges = (Annual Fixed Charge – Primary Energy Charge)

The monthly Capacity Charges shall be computed as per the formula given in the CERC Regulations. There shall be pro-rata recovery of Capacity Charges in case of the generating station achieves Capacity Index below the prescribed normative levels.
8.
MACHHKUND H. E. (JT.) PROJECT :
Machhkund Power Station is a joint project of Govt. of Andhra Pradesh & Govt. of Orissa with 70% and 30% share, at present. The proposed tariff of 25.30 paise/KWh for Orissa drawal of Machhkund power for FY 2008-09 has been computed on cost reimbursement basis. Actual O & M 
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Expenses of Rs. 5.36 Crs. for FY 2006-07 has been escalated @ 4% each year to arrive at Rs. 5.80 Crs. for FY 2008-09 and the power purchase cost of Rs. 0.84 Crs. has been computed @ 8 paise/KWh for 105 MU, the total annual expenditure being Rs. 6.64 Crs. for the year 2008-09. The cost per unit is 25.30 paise considering the 50% of the design energy of 525 MU for Machhkund. The projected tariff calculation is enclosed at Annexure – I.
9.
As stated in the tariff order dtd.  23.03.06 for the year 2006-07 in case no. 48 of 2005, the Commission have advised the State Govt. (i) to keep in abeyance the up-valuation of assets & (ii) moratorium on debt servicing  to the State Govt. for a period of another five years beyond FY 2005-06 i.e. till 2010-11. In view of the above, in the tariff proposal for FY 2008-09, (a) the interest on loan, depreciation & RoE on the up-valuation of assets and (b) the interest & installment of principal payment on the State Govt. loan for UIHEP have not been considered. In case the above corrective measures are not accepted by the State Govt., then OHPC may be allowed additional revenue by way of interest on loan / bonds, depreciation for principal repayments of the loan /bonds & RoE on the transferred  up valued cost of assets.
PRAYER

It is prayed that the Hon’ble Commission may kindly approve the ARR & Tariff of OHPC Power Stations for the Financial Year 2008-09 as proposed in the Application, keeping in view the facts stated in para – 9. 
Place : Bhubaneswar

Date  :

Director (Operation)
APPENDIX
(Required Information in Prescribed CERC Forms for Tariff Filling of Hydro Stations)

1. Form – 1
: Summary of Tariff Proposal. 

2. Form – 2
: Details of type of hydro station, Capacity Index, Primary energy rate. 
3. Form – 3
: Salient Features of hydro electric project. 

4. Form – 5
: Abstract of Admitted Capital Cost for the existing Projects.
5. Form – 6
: Financial Package upto COD (for UIHEP only). 

6. Form –11
: Statement of Depreciation.

7. Form –13
: Calculation of Interest on Actual Loans.

8. Form –15
: Calculation of Interest on Working Capital.

[Please find the files Appendix (Tech.) & Appendix (Fin.)]









PAGE  

