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Disclaimer

While every care has been taken to ensure the accuracy of
information published in this book, some erros or discrepancies
might have crept in inadvertently and unintentionally. We request
the readers to bring such errors / omissions to our notice such
that necessary corrective action can be taken up.

Further the views and opinions wherever expressed here in this
book are those of the authors but not of the organization they
belong to.
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Forvewand | v

The power distribution segment in Odisha has been struggling with persistent high losses which at
present hovers around 39%. With such an unsustainable level of Aggregate Technical and Commercial
loss, the distribution business is clearly unviable. The loss can be substantially reduced through
upgradation of the sagging distribution network as well as by effective policing to prevent rampant
theft of electricity, very often aided and abetted by unscrupulous employees of the distribution
companies. Both would involve certain costs, leading to the improvement in quality of supply and
viability of the sector which are inter-related. While there should be concerted efforts to improve
the quality of power supply, investments required for such improvement are too vital to left to the
vagaries of cash accruals by the DISCOMs. Therefore, the decision to pitch in with assistance, by the
GoO, is a wise and timely decision. Obviously, such investments will not only enhance efficiency and
quality of supply but substantially contribute to reduction of losses and thereby to gains in revenues.
And over the years would lead to surpluses in the DISCOMs thus assisting in tariff stabilization and
moderation. The various consumer categories must, however, look at paying for supplies on the
basis of the cost of service, keeping in view the fact that no consumer would be unduly burdened or
unduly subsidized. In other words, as mandated under the Electricity Act, 2003 and the National
Tariff Policy, cross-subsidy amongst the consumers has to be kept within + 20% of the average cost

of supply.

Our annual publication endeavours to give the details of reform, changes brought about during the
post-reform period, the performance of distribution companies, the constraints faced by the power
sector, and various other facets of the sector. The “Odisha Power Sector, 2010 — At a Glance” we
hope, would provide an overview of the current status of the sector in the State. This is, however,
not a definitive encyclopedia of what is happening or what ails the Sector. It is an attempt to present
in a collated fashion some relevant facts that might help the reader to understand some of the tends
in the sector.

e
Bl e
(B. K. Das)

CHAIRPERSON, OERC

V/AY/4



R e R R R R R R

L : Gl

Bl
L

L

L

LRI A S ) K ".. _..
3
?;M
X

e
L s e

e

s

L L

D
L
L e

L :

LR e

L

5 5 , ) e it slpde i nids =iy 5 e et sl de i uils wly 5 e it sl et uils vl 5 ety =iy ) e it s{pde i nils wly 5 e et sl de i nits wly 5 ety =iy

e e

T T r " h

L

e | S |

L

L ; : Gl

Ll
L e

L :

L
Lo
...n__me_. .... .n._...n__r_. ..._. .n._...-.V ..._. ._—..H.V .... ._—..H.V. .... .n._...-.mF ..._. .n._...-.V ..._. ._—..H.V .... .n.—..n__mF ..... .n._...-.r_. ..._. ._-...-.V .... ._—..H.WF .... .n._...n__me_. ..._. .n._...-.r.. ..._. ._—-.-.V .... ._—..H.V. .... .n._...n__me_. ..._. .n._...-.V ..._. ._—..-.V .... ._—..H.V. .... .n._...-.mF ..._. .n._...-.V ..._. ._—..H.V .... ._—..n__mF ..... .n._...-.r_. ..._. ._-...-.V .... ._—..H.WF .... .n._...n__me_. ..._. .n._...-.r.. ..._. ._—-.-.V .... ._—..H.V. .... .n._...n__me_.



November 24,2010

Murlidhar C. Bhandare
GOVERNOR, ORISSA

MESSAGE

I am glad to learn that Odisha Electricity Regulatory Commission, Bhubaneswar is organising a state level Workshop
on “Public Participation for Improvement in Quality of Supply and Financial Viability of the Distribution Sector vis-
a-vis Franchise Operation in Odisha” and on this occasion “Odisha Power Sector at a glance - 2010” is going to be
released. This annual publication, initiated by OERC is designed to disseminate various information on present
status and issues confronting the power sector.

| am sure the participation of the representatives from the grass root level would make substantial value addition
to the plans and programmes of the planners and the regulators of the power sector in the State. The corner stone
of the Electricity Act, 2003 is competition and accordingly customers have a choice of supplier. Hence, the existing
suppliers need to gear up their approaches and methodology to satisfy the customers and maintain good customer
relation, redress their problems and also keep them aware of shutdown, breakdown etc. Without good customer
care it is difficult to achieve financial sustainability.

One most important area of concern is the impact on environment arising out of increasing dependence on fossil
fuel based power generation. Keeping in view the growing demand for electricity and its fall out on environment,
our goal must remain to improve access to reliable, affordable, economically viable, socially acceptable and
environmentally sustainable energy sources. We have no choice but to increase per capita energy consumption to
provide to our citizen a minimum acceptable level of well being and welfare. We therefore, need to focus on
technologies that can lead to cost effective sustainable energy solution.

I am sure the Workshop will deliberate on various issues of the power sector in the State and provide valuable
inputs to OERC and the State Govt., to redefine their strategy to ensure improvement in quality of supply and
financial viability of the distribution sector in the State.

| wish the workshop all success.

(Murlidhar C. Bhandare)

RAJ BHAVAN. BHUBANESWAR-751 008
Tel : 91-674-2536111/2536222 Fax: 91-674-2536582. E-mail: govori@ori.nic.in Website: www.rajbhavanorissa.gov.in
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D.O. No. 1260
ORISSA STATE BHUBANESWAR
Date : 29.11.2010

Sri Naveen Patnaik
CHIEF MINISTER, ORISSA

MESSAGE

| am extremely glad that Orissa Electricity Regulatory Commission, Bhubaneswar is organising a state level Workshop
on “Public Participation for Improvement in Quality of- Supply and Financial Viability of the Distribution Sector
Vis-a-vis Franchise Operation in Orissa” and on this occasion “Orissa Power Sector at a glance - 2010” is being
brought out to disseminate various aspects of the power sector in the State for the information and deliberation
of general public. It is also heartening to know that OERC is involving the elected representatives of the Rural Local
Bodies, Urban Local Bodies, Women’s’ Self Help Groups and other stakeholders in their commitment to seek the
comments, opinions and suggestions from different stakeholders before coming to definite conclusion regarding
amendments of the regulations and tariff setting etc.

On this occasion, it may be recalled that one of the main objectives of reform in electricity sector has been to
improve the efficiency of the electricity supply chain from generation to end use consumption. The entire structure
of the Electricity Act, 2003 is oriented towards improvement of efficiency, primarily by means of introduction of
accountability and competition within the sector. The generation and transmission systems have seen considerable
improvement in performance in recent years but the distribution system of the electricity sector remains the only
segment that is yet to see radical improvement in efficiency.

A multi pronged approach that incorporates all areas of utilities performance improvement is the need of the
hour. It surely has the potential to turn around the distribution segment of the sector besides resulting in other
benefits. Such initiatives should be accorded high priority at the utilities level with dedicated teams both at
management level and operation level so that there are no hindrances in implementation and there is complete
commitment from top management to effect changes. Once this happens, the impact of reform shall be felt to a
much great extent and benefits will trickle down to all stakeholders.

State Govt. on its part have already decided to provide budgetary support of Rs.1200 crore during 2010-11 to
2013-14 with equal amount of counter funding by the distribution companies. While State Govt, is committed to
provide financial, administrative and moral support. to the distribution companies at different levels it is the
distribution companies which have to take initiatives to reduce the loss and for improvement of the quality of
supply so that the honest and paying consumers get the real benefit of the power sector reform in the State.

| wish the workshop all success. o — K = R

(NAVEEN PATNAIK)
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BHUBANESWAR
Date : 27.11.2010

Sri Prafulla Chandra Ghadai
MINISTER, FINANCE & EXCISE, ORISSA

MESSAGE

I am delighted that Odisha Electricity Regulatory Commission, Bhubaneswar is organising a
State Level Workshop on “Public Participation for Improvement in Quality of Supply and
Financial Viability of the Distribution Sector vis-a-vis Franchise Operation in Odisha” and “Odisha
Power Sector at a glance- 2010” is also being released on this occasion like previous years.
While | appreciate and thank OERC for their commitment to elicit public opinion before deciding
various issues in the power sector. This annual publication will be of immense help and guide
for all the stakeholders and the opinion makers. | am sure OERC would continue their efforts
in this regard in future also.

Improvement in quality supply of electricity and financial viability of the distribution licensees
are interrelated. If the distribution companies are financially sound they are bound to improve
quality supply of electricity to the consumers. On the other hand their financial viability will
improve only when the consumers pay the cost of supply of electricity. Without recovering
the cost of supply, it is difficult to ensure improvement in quality of supply to the consumers.

| am happy that OERC is organizing this Workshop to disseminate various critical issues of
distribution sector to the elected representatives of the Rural Local Bodies, Urban Local Bodies,
Women's’ Self Help Groups and other stakeholders for their proper appreciation and valuable
suggestions to improve the quality supply of electricity and simultaneously ensuring recovery
of cost of supply to make the distribution sector financially viable for enabling them to provide
better service to the consumers.

I wish the Workshop all success.

e

(P. C. GHADAI)
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INSTEROF STATE . G MESSAGE

Energy, Orissa

I am glad to know that Odisha Electricity Regulatory Commission, Bhubaneswar is organising a state level Workshop

on “Public Participation for Improvement in Quality of Supply and Financial Viability of the Distribution Sector vis-
a-vis Franchise Operation in Odisha” and a booklet “Odisha Power Sector at a glance - 2010” is being published on
the occasion.

Every consumer wants uninterrupted and stable power supply. Quality of power supply is possible only when
OPTCL, the principal carrier of electricity through its transmission network transmits power at required voltage
level and on the other the distribution companies also bring required power at the appropriate voltage level
through their distribution network. Thus there is urgent need for proper maintenance, renovation, upgradation
and expansion in the network of both OPTCL and distribution companies.

State Govt. have decided to provide required support to OPTCL to borrow from financial institutions for investment
in upgradation and expansion of the distribution network. State Govt. on the other hand have also decided to
provide budgetary support of RS.1200 crore to the distribution companies initially as a loan during the period
2010-11 to 2013-14 and the distribution companies are required to contribute equal amount as their counter part
funding.

The most vital problem the power distribution companies face is the power theft and distribution loss which are
unacceptably high in Orissa where distribution loss during 2009-10 was 37.24% and AT&C loss was 39.15% against
the target of distribution loss 24.45% and AT& C loss of 25.96% approved by the Commission for the said year. For
2010-11 OERC has estimated the revenue requirement on the normative target of distribution loss of 22.22% and
AT&C loss of 23.77%. Failure of the distribution companies to achieve the above normative loss level approved by
the Commission will result in insufficient collection of revenue and will be ultimately a constraint for stable and
quality supply of electricity.

Govt. have decided for investment of Rs.2400 crore jointly with the distribution companies in equal share during
the period of four years and it is now necessary for the distribution companies to launch a broad attack on theft of
electricity and Govt. would provide the required administrative support in their efforts.

| am sure that these critical issues along with other important facets of power sector would be discussed among
the various stakeholders in the Workshop which would provide valuable input for all of us to work together to
ensure better quality supply of electricity at a reasonable and affordable rate keeping in view the rising cost of

generation and supply.

e
Atanu Sabayasachi Nayak
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Bhubaneswar, the December.,2010

B. K. Patnaik
CHIEF SECRETARY, ORISSA

MESSAGE

| am glad to know that Odisha Electricity Regulatory Commission (OERC) is organizing a
state level workshop on Public Participation for improvement in Quality of Supply and
Financial Viability of the Distribution Sector vis-a-vis Franchise Operation in Odisha. A
booklet on Odisha Power Sector at a glance is also being published on this occasion.
Power Production, qualitative improvement in supply, saving of transmission loss and
ensuring prospect sustainability are of vital importance for recent and future times. It
is sin-qua-non for ongoing developmental process. Intensive awareness and wider public
participation are felt need in this trail. | hope the Workshop and the Publication will
provide scopes for effective communication and sharing between O.E.R.C and
consumers.

| wish the workshop and the publication all success.

L

( B.K. Patnaik )

/xill
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Rabinarayan Senapati, IAS Date : 19-11-2010
DEVELOPMENT COMMISSIONOR

AND
SECRETARY, P& C DEPARTMENT

MESSAGE

| am glad to know that Odisha Electricity Regulatory Commission, Bhubaneswar is
organizing a state level Workshop on “Public Participation for Improvement in Quality
of Supply and Financial Viability of the Distribution Sector vis-a-vis Franchise Operation
in Odisha” and their annual publication “Odisha Power Sector at a glance - 2010” is
going to be released. This publication will be extremely useful for the consumers, the
power utilities, the academicians and the research scholars. This will also provide useful
inputs for deliberations on strategies needed to address various problems affecting the
power sector relating to quality of supply and recovery of cost.

| am sure the inputs from the elected representatives of the Rural Local Bodies, Urban
Local Bodies, Women Self Help Groups and other stakeholders participating in the
Workshop would be of immense use for the State Govt. as well as the OERC to redefine
the goals and strategies to ensure better quality supply of electricity and at the same
time ensure financial viability of the distribution sector.

| wish the workshop all success.

K{J;Ertt-rq ozl Tabary
(R. N. Senapati)
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Bhubaneswar

Date : 24-11-2010

Shri J. K. Mohapatra, IAS
PRINCIPAL SECRETARY TO GOVERNMENT

FINANCE DEPARTMENT, ORISSA

| am happy to know that the Orissa Electricity Regulatory Commission (OERC) is organising a
State level Workshop on “Public Participation for Improvement in Quality of Supply and
Financial Viability of the Distribution Sector vis-a-vis Franchise Operation in Odisha”. On this
occasion, the Commission is bringing out their publication “Orissa Power Sector at a Glance -
2010” which would be immensely useful not only to the utilities; but also to the citizens and
the researchers/analysts as well.

Expected benefits of the Power Sector Reforms in the State would materialise only if the
utilities bring in efficiency in operations, optimise costs, reduce commercial and technical
losses, improve quality of service delivery in order to ensure greater customers’ satisfaction
and take strong measures, whenever and wherever required, to make the consumers pay for

the electricity used. Regrettably, at present out of every 100 units of electricity sold to the
consumers in the State, only 63 units are billed and sale price of only 61 units is being realised.
Obviously, this business model is unsustainable and unviable. The distribution segment would
be financially and operationally viable only when the energy actually consumed is metered,
billed and the electricity charges are collected in full. While the billing and collection efficiency
of the distribution companies has to improve substantially; they also have to effectively tackle
the malady of theft of electricity.

| do hope that the elected representatives for the Panchayati Raj institutions, Urban Local
Bodies, Women’s Self Help groups and other stakeholders participating in the workshop would
engage in an intense debate on all these issues with a view to evolving pragmatic, innovative
and workable solutions to the challenges facing the distribution segment of the Power Sector.

| wish the Workshop all success.

-

(ks Moha ipatra)
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Bhubaneswar
Date. 26-11-2010

il MESSAGE

DEPARTMENT OF ENERGY

Like in the previous years, Odisha Electricity Regulatory Commission, Bhubaneswar is organizing a state level Workshop on “Public
Participation for Improvement in Quality of Supply and Financial Viability of the Distribution Sector vis-a-vis Franchise Operation in
Odisha” and on this occasion their annual publication “Odisha Power Sector at a glance - 2010” is being released. This workshop
and the annual publication will greatly help all the stakeholders, particularly, the consumers and the distribution companies to
understand each others various problems and constraints.

With increase in consumption level by the existing consumers which at present is around 29 lakh and likely to increase to 70 lakh
after completion of rural electrification under RGGVY and BGJY, the gap between demand and supply would increase. Comparatively
cheaper source of power from hydro generation being limited and is solely dependant on timely rain fall greater resorts have to be
made to fossil based generation. More amount of power would be met from comparatively costly sources of fossil based thermal
power. This would result not only in increase the cost of supply but also increase in pollution of our environment. While the
consumers expecting uninterrupted quality supply of power for 24 hours must also be ready and willing to pay the cost of supply of
power which is determined by the cost of generation and rising cost of establishment, labour and material required for maintaining
the distribution network. Hence, supply of quality power has to be accompanied with cost of supply of such power.

In view of the huge inefficiency in prevailing the overall operation of electricity industry, whether it is generation, transmission,
distribution or utilization the addition of generation capacity will only result in huge drain on national resources. Without careful
management, the electricity industry has a potential to become the worst abusers of our fragile environment and it can also lead to
further socio-economic deterioration.

Electricity distribution business in the State has become unsustainable due to high Technical Loss and also equally very high
Commercial Loss which mostly is on account of theft, by-passing, tampering, hooking and poor recovery due to poor billing and
collection. While DISTCOMs are required to invest on system up-gradation, availability of resources have become a handicap. The
CAPEX programme recently launched by State Govt. would take care of up-gradation efforts to a certain extent which can reduce
the Technical Loss substantially. This alone is not going to severely reduce the adverse financial situation of the DISTCOMs as long
as Commercial Loss is not reduced to bare minimum. This can happen only with effective enforcement, improving internal governance
and vigilance, improving consumer behaviour and better consumer compliance through 100% metering and reading, 100% billing
and 100% collection. This might face a serious impediment at the hands of the DISTCOMs considering the growth of consumer base
which might see very steep rise in the next two years. While the current level of 30 lakh consumers are not being billed 100% and
revenue recovery is not 100%, it will be still a greater challenge for DISTCOMs to extend service to 70 lakh consumers in a span of
two years. This challenge can be effectively addressed through universal franchising or micro-privatisation at 33 KV feeder, 11 KV
feeder or still at smaller levels i.e. level of distribution transformers. Introducing more franchising and giving responsibility of not
only metering, billing & collection, but small O&M responsibilities could not only improve bottom lines of the DISTCOMs, but will
improve consumer service which in turn will result in better client satisfaction. The consumer habits will see dramatic change when
they pay dues on the basis of the actual energy consumption which may lead to avoiding unnecessary use of electricity and thus
reduce the pollution and the cost of supply. Better revenue recovery by the DISTCOMs could not only make them economically
viable but the sector will see continuous system up-gradation through plough back of surplus revenue.

B

(PRADEEP KUMAR IENA)
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Status of
Power Sector of Odisha
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Some essential facts about Odisha

Odisha is located on the eastern coast of India and has a coastline of 480 Km.
Its geographical area covers 1,55,707 Sq.Km. (4.75% of geographical area)
Recorded forest area — 58136.9 Sg. Km. (37.34% of the geographical area

Odisha has nearly 17% of the total mineral reserve of India, 98% of chromite, 92% of nickel, 51% of
Bauxite and 33% of iron ore of the total deposits of the country are available in Odisha

Population (2001) 3.68 crore (3.58% of country’s population)
Rural population 85%

ST population 22.13% (8.20% of all India average)
SC population 16.53% (16.20% of all India average)
ST & SC together 38.66% (24.40% of all India average
Total No of villages 51,349 Nos.

Inhabitant villages 47,529 Nos.

Un-Inhabitant villages 3,820 Nos.

No. of Gram Panchayat 6,234 Nos.

No. of Municipality 35 Nos.

No. of NAC 68 Nos.

Per capita income at current price in 2009-10 Rs.32814/ (Rs.43749 of all India average) (21.40% below
the national average in 2005-09 and 24.99% in 2009-10)

Below poverty line 46.41% (2004-05) (27.5% of all India average)
Rural 46.8% ( All India 28.3%)

Urban 44.3% (All India 25.7%)

Literacy rate 63.08% (male — 75.35% and female — 53.70%)
All India literacy of Rate 63.38% (Male - 75.89% and female - 54.16%)

Infant mortality rate per 1000 (2005)

Odisha 75
West Bengal 38
Andhra Pradesh 57
Tamilmadu 37
Utter Pradesh 73
Kerala 14
All India 55
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. Human Development Indian (2001)

Odisha

All India

West Bengal
Andhra Pradesh
Tamilnadu
Utter Pradesh

Kerala

0.404
0.472
0.472
0.416
0.531
0.388
0.638

o Per capita consumption of electricity per year 2008-09 — 510Kwh

e (Al India average 733 Kwh.)

e  Village electrification as on 31.3.2010 68.56% (32590/47529)

o Total No of Consumers

No. of LT consumers
No. of HT consumers

No. of EHT consumers

29,43,478 (as on 31.03.2010)
29,41,364

2039

75

o No of Energy Police stations (34 Nos proposed/15 Operational)

. No of Ombudsman

2

(1 No. For CESU / 1 No. for NESCO/WESCO/SOUTHCO)

. No. of GRFs

° No. of Special Energy Court

12
5

Installed capacity in Odisha as on 31.3.2010 ( 4734 MW)

e  Total installed capacity

. State Hydro (OHPC)

e  Small Hydro

Sub total of State Hydro sector
State Thermal Power Stations
IPPs (SEL& Arati)

e Sub total of State Sector

. Central Sector

4734 MW (Hydro 2331 MW + Thermal 2403 MW)
2085 MW
(Odisha share from Machhkund 57 MW + 2028 MW)

2142 MW

880 MW (lb thermal OPGC 420 MW+ Talcher Thermal NTPC 460 MW)
650MW

3672 MW (Hydro 2142 MW + Thermal 1530MW)

1062 MW (Thermal 873 MW + Hydro 189 MW)

e  Total Capacity

4734 MW ( Hydro 2331 MW + Thermal 2403 MW)
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Availability of Power From Existing Stations
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3. State Demand and Energy Procurement

(Energy in MU)

20H017-08 204 8-08 2009-14 201011 [Projected)
Snergy Sequirzment LB,3414 20,518 21130 24,755
=nerzy Supplied 18,5041 0,4 91,935 22,071
Jeticitaurplus (-] 1.5% L.3% 0.9% TA%

(Demand in MW)

20H017-08 20d08-08 2009-14 201011 [Projected)
Zpak Dwrvand 3,142 3,042 3138 3250
2rak Deraand miet 05 HART EREE 391k
Jeficit/aurplus -] 1.5% 2% 2.1'% -1 T

Source :CEA LGBR

e  Average demand

2215 MW & 19398MU (for 2008-09) ,

2354 MW & 20624MU (for 2009-10)

e Asper 17th EPS, the energy requirement of Odisha is estimated to be 27149 MU and peak demand to
be 4459 MW by 2011-12

. Odisha has signed MoU with 27 Independent Power Producers (IPPs) for setting of power plants in
Odisha with a proposed capacity of 32420 MW.

e Out of which Odisha will get a share of 5637 MU

4. Power Procurement from CGPs Including Co-generation
*  Supply of surplus power by CGPs/Co-generation/ SHEP:
Total installed Capacity: (Grid Connected) 4454 MW
No of CGPs supplying surplus power: to GRIDCO 27 Nos.
*  Availability of power from CGPs: 300 MW Average
*  Power procured from CGPs: As given in table below:
Yo CEPIMU) Co-Gon (MUY Tokal (MU Average Rate Rs./EWH
2015 F SebM fal A oot
LOa0-07 L28AZ o537 E yaer .55
200708 3R 254 45 72605 A2
20K3-09 71242 iz 1 125232 <21
200-13 2A0ELR SPLEL 295700 328
A0 N-17 JAppravec: 105100 Eaaln] 1ERLR] 347
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*  Rate of procurement of power:
From : 01-11-2009
CGP: Rs. 3.10/3.40/3.70/4.05 per Unit
Co-generation: Rs. 3.20/3.40/3.70/4.05 per Unit
From :10-11-2010 to 31.03.2011

Both for CGP and Co-generation:

100% Supply to GRIDCO
to GRIDCO

Rs. 2.75/3.10/3.25 per Unit
60% Supply Rs. 2.75/3.00/3.20 per Unit
5. Power Transmission (OPTCL)

Started operation from 2005-06

Loss incurred during first three years due to inadequate tariff
Regular in servicing loan to FIs/ Banks

Vision Document Released

10-year Transmission Planning completed

* ok kK Kk K

Project financing from PFC/REC — No constraints
*  Manpower recruitment is in process

Existing Sub-Stations & Transmission Lines

Voltage Lewvel

Mo, of Stations

Aggregate 85 Capacity in MYA

Tr. Line in Ckt. Km.

A0 kW 3 21025 LE11.33E
L2k 14 4-H3.4 balrd2h
122 v 75 alcls 5207.584
Total 97 9347 .5 11246 244
New Sub-stations Planned/Completed/Under Execution
LUMOLCR T BL
Wullapy Lol PLAMMCE: cCovP_CZ0 _
EXzCJATICH TAKEN URP
000 [gy 0 1 1 E
2A0EN 14 3 4 0
132 kY 25 7 o 10
TaTA 17 11 11 22
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This needs development of massive evacuation systems to ensure full utilization of the generation capacity
and meet the deficit scenario outside the state.

*  The approved vrs actual transmission loss for the last five years is given below.

2005-06 | 2006-D7 | 2007-DB | 200809 | 2009-10 | 2010-11 | 2011-12 | 2012-13
Approved {%} | 400 4,00] 20 3,54 4,00] £,00 2.4 4,0
Actul 1.28 3.59
sudited (%) 4.E0 5.04 4.24 .52 jupto fupto
Get,0% | Sep, 10

System Upgradation

* A 10 year planning for system requirement completed by optcl

%  Comprehensive transmission planning for intra-state requirement has been finalised
*  PGCIL has been entrusted for comprehensive inter-state evacuation planning
*

Further, meetings/workshops are arranged from time to time by GRIDCO/OPTCL for discussion on the
issue

400 kV System Strengthening under Regional Scheme [PGCIL]

400kV Sub-Station at Bolangir ,Keonjhar,Jatni (Uttara)

LILO of 400 kV CTU line at DUBURI 400 kV Grid S/S

Inter-State State Transmission Initiatives

About 12,000 MW is programmed to be evacuated to outside Odisha\Eastern Region.
Following Transmission System are programmed for Inter-State evacuation.
* 765 kV pooling station at Jharsuguda.

* 765 kV polling station at Angul

* 765 kV polling station at Dhenkanal

* 2 x765KkV SC line interconnecting Jharsuguda, Angul & Dhenkanal
Harnessing of power from Renewable Energy Sources:

The Orissa Renewable Energy Development Agency (OREDA), is the nodal agency assigned with the
responsibility for the promotion and implementation of Renewable energy sources in the state. As per the
estimation of OREDA, the Renewable Energy potential in the State of Odisha is around 2500 MW (excluding
solar). The WISE has estimated that at least 5000 MW of solar power can be harnessed in the State at
present.

RE power potential of Odisha

SFNo Source Potentlal (W)
1 Wind Frrrgy 100
4 LHormass Foser 401
4 rACre BIal fserall bydro ]
4 Rnniripal Snlic § liguicl waste H
3 Lilar GO0
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Policy for development of Renewable energy sources in the State

Policy for development of renewable energy sources in the State is being formulated by the State Govt. The
State Regulatory Commission has only to determine the tariff for various renewable energy technologies

and advise the State Govt. and concerned agencies for development RE sources in the State and also fix the
RPO. The extract of the Commission’s latest Orders on pertaining to the tariff of various renewable energy

sources are given below:

i) Commission’s Order dated 09.09.2009 vide Case No. 62,96,97& 98 of 2009 on generic tariff of Solar
PV projects.
The Commission had fixed generic tariff for Solar PV projects proposed to be set up in Odisha by March,
2010 as given below.
For the 1st to 12th years : Rs.15.00/KWh
For the 13 to 25% years : Rs.7.50/KWh
The above tariff is generic in nature and all incentives/subsidies received by the developers from MNRE/
Gol/ GoO shall be factored into the same.
ii) OERC tariff Order for Rooftop PV and Small Solar Generation Programmes (RPSSGP) scheme
The Jawaharlal Nehru Solar Mission have also suggested policy and regulatory framework for the rooftop
solar PV and other small solar power plants, connected to LT/11 KV grid, to replace conventional power
and diesel-based generators.
The Commission has declared the tariff Rs.18.52 per kWh for the solar power projects under Rooftop
Power and Stand alone Small Grid-connected Power Plant (RPSSGP) scheme in its dtd.09.07.2010.
iii) OERC order on levellized generic tariff for various Renewable sources of power in Odisha
The Commission in its order dated 14.09.2010 in Case No. 37/2008 have approved following levellized
generic tariff for various renewable sources applicable for the projects to be commissioned during the
Control period from 2010-11 to 2012-13. The Commission may however review the generic tariff for
Solar PV and Solar Thermal annually owing to the changing Capital Cost benchmark.
*  The levellized generic tariff for various renewable sources of energy having “Single part tariff’ is
approved as in the following table:
Levellised Total Taviff Beneflt of Net Lavelised TarifF {upon _
. Accele mted . Tariff
Particular [for the contral pariod Depreciation {if adjusting for Accelerated Perigd
2010-11 o 2012-13) pauarle ] Dopreclatlon bencflt] (F {Years}
{Rs.flcuvhy {Rs. fkWh) availed] {Rs.flsWWh]
Wind Snarsy £3l (053 4.42 13
5P parujects of 5 . . )
Ahd .55, 10 I3
to 25 bW cRpacity s
54F paruejecks
bl 5 Rty 3.91 (0.0, 3.31 )
CRpRCity
Salar PY 17.50 [3.03, 11.77 25
selar The il 14,114 (441, 12,12 2z
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*

The levellized generic tariff for various renewable sources of energy having “Single part tariff with

two components “ is approved as in the following table:

\ . Eenefit of
Lewe llized finod | Warlable(Fuel ) Effective Arealarated
Particular component of Component of tariff for depreciation [if Met Tariff
feu Tariff tariff for 01000 pm'.ll E'd]" " | (Rs./kWh)
= AT i
(A= flanrky FY 20H0-11 [Rs./KWh)
JUTtL 1.89% 2.14 4,04 1121 3188
“Jlon-fossil fuel
basail ro- A A4 4.4 L 317
Renatatinn
Note:

1. For Biomass projects the tariff approved above including levellized fixed component and variable
(fuel component) for FY 2010-11 has been shown. The approved tariff year-wise for entire tariff
period i.e.13 years is shown in the output table at Appendix-3 of the detailed Order.

2. For Non-fossil fuel based co-generation projects the above approved tariff including levellized
fixed component and variable (fuel component) for FY 2010-11 has been shown. The approved
tariff year-wise for entire tariff period i.e.13 years is shown in the output table at Appendix-4 of
the detailed Order.

iv) Development of Grid Connected Small/Mini/Micro Hydel Projects in the State of Odisha — Practice

Direction of the Odisha Electricity Regulatory Commission.

After interaction with the various agencies and concerned Govt. Departments, OERC has issued practice
direction on 08.10.2010 for smooth progress and development of Small/Mini/Micro Hydel Projects in
the state in order to comply with the Renewable Purchase Obligation (RPO) in Odisha.

Renewable & Co-Generation Purchase Obligation

i)

i)

The OERC while disposing off the petition filed by M/s Greenpeace India Society (Case No 151 of 2004) on
23.04.2005 had issued an order directing the electricity supplier utility / GRIDCO to purchase 200 MU from
the renewable energy sources in Odisha during FY 2006-07. Later on, the Commission has passed an order
on 20 August 2005 (case No 14 of 2005) and ruled that the supplying licensee should purchase 3% power
from renewable energy sources including the fossil fuel based cogeneration projects in the state during FY
2007-08, the purchase should be increased at the rate of 0.5% per year in the subsequent years so as to
reach 5% by the year 2011-12.

Recently, OERC in its order dt 30.09.2010 vide Case N0.-59/2010 has issued Regulations fixing the RPO in the
State of Odisha.

Every Obligated Entity shall purchase not less than 5% of its total annual consumption of energy from co-
generation and renewable energy sources under the RPO Regulations from 2011-12 onwards with 0.5
percentage increase every year thereafter, till 2015-16 or as reviewed by the Commission even earlier, if
any. Accordingly, the year and source wise RPO would be as below:
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mlnlmurm quanturm of purchase In percentage
i [in borms of eacrgy consumption in the State in KWH]
Year-wise target
R mwwdab I ,
Co-generation Total
salar Mom-salar

MY-10 Jachall (1. K0 .44 4.7y
ane-m 1.0 3.0 4.4
rHIR R 0Ll 1.70 3.4 Ll
rH I K 014 1.400 3.an L4
Mns-1a 0L 1.kl 4. o
Mna-1s 0.4 1.0 4.44 a5
2015-1& (TR 2.00 4.7C 7.0

*  The Commission, vide in order dated 18-11-2010, has designated OREDA as State Designated Agency
for accreditation and recommending the renewable energy projects for registration and to undertake
to function under OERC (Renewable and Co-Gen purchase obligation and it's compliance) Regulation
2010.

Operationalization of Open Access in Odisha
OERC Regulations for Open Access:

Odisha Electricity Regulatory Commission has notified the following Regulations for introduction of Open
Access to the Intra-State Transmission and Distribution System in the State of Odisha:-

a) Odisha Electricity Regulatory Commission (Terms and Conditions for Open Access) Regulation, 2005
effective from 6" June, 2005.

b) Odisha Electricity Regulatory Commission (Determination of Open Access Charges) Regulation, 2006
effective from 6% June, 2006.

c¢) Amendment of Odisha Electricity Regulatory Commission (Terms and Condition for Open Access)
Regulation, 2005 vide Notification dtd. 13" June, 2006 as proposed by Odisha Legislative Assembly.

Orders and Documents on Open Access

Besides the above Regulations OERC has approved the following orders / documents to facilitate Open Access
in the State of Odisha.

a) Open Access documents have been approved by OERC which contains formats for Open Access
Agreements, Payment Criteria, Security Mechanism etc. for availing Open Access.

b) OERC has already issued three Open Access charges order in FY-2008-09, 2009-10 and 2010-11
determining transmission charges, wheeling charge and Cross-Subsidy surcharge for the relevant years.
The open access charges order for Fy-2010-11 was issued on 24.06.2010 which will be effective from
01-04-2010.

Application fee for Open Access customers

As per Regulation 12 (1) (a) (iii) of Odisha Electricity Regulatory Commission (Terms and Conditions for Open
Access) Regulation, 2005 and as amended in OERC Notification dtd. 13" June 2006, the application for Long-
Term Open Access (LTOA) shall be submitted to the Nodal Agency being accompanied by a non-refundable
application fee Rs.One lakh per MW for transmission access and Rs. 50,000 per 500 KW for distribution
access payable in the name and in the manner to be decided by the Nodal Agency.
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As per Regulation 12 (2) (a) (iv) of Odisha Electricity Regulatory Commission (Terms and Conditions for Open
Access) Regulation, 2005, the application for Short-Term Open Access (STOA) shall be submitted to SLDC
being accompanied by a non-refundable application fee of rupees five thousand payable in the name and in
the manner to be decided by SLDC.

Nodal Agencies to facilitate Open Access

As Regulation 7 of Odisha Electricity Regulatory Commission (Terms and Conditions for Open Access)
Regulation, 2005, the Nodal Agencies for arranging Long-Term Open Access (LTOA) and Short-Term Open
Access (STOA) transactions in the State of Odisha are as under:

a) The nodal agency for arranging long-term open access shall be OPTCL - the STU if the transmission
system is used; otherwise the nodal agency shall be the respective distribution licensee within whose
area the point of drawl is situated.

b) For short-term open access transactions, the nodal agency for receiving and processing applications
shall be the State Load Despatch Centre (SLDC). The SLDC shall, however, allow short-term open access
transactions only after consulting the concerned transmission and/or distribution licensee(s) whose
network(s) would be used for such transactions:

Provided that for short-term open access transactions involving only intra-state transmission with duration
of less than one week, the SLDC may not consult the concerned transmission licensee for permitting such
transactions.

*  SLDCis the Nodal Agency for all Short-Term Open Access transaction. OERC has taken several steps to
ring-fence SLDC as per Pradhan Committee Report. Accordingly, the Commission has issued two tariff
orders for SLDC approving their ARR and Tariff application for FY 2009-10 and 2010-11 respectively.

Present status of Open Access

*  All the STOA applications for inter-State Open Access have been allowed.

*  One intra-State application for STOA (OCL to OISL) has been allowed by SLDC.

*  Maximum 375 MW of power has been allowed through Inter-State Short-Term Open Access in favour
of M/s. Vedanta Ltd. in the year 2009-10.

% At present, two nos of Inter-State Open Access transactions are in force wherein M/s. Nav Bharat
Ventures Ltd. & M./s Vedanta are allowed 54 MW & 15 MW of power respectively to send outside the
State.

*  Noapplication is pending with SLDC. Generally the status of the applications is conveyed to the applicant
within three days by SLDC as per the Regulation.

*  Generally, STOA applications have been denied by SLDC for non-compliance of information and other
provision of Indian Electricity Grid Code (IEGC) and Odisha Grid Code (OGC).

*  There are two other long term captive consumers such as M/s IMFA and NALCO which have been
availing Long Term Open Access prior to Orissa Power sector Reform i.e. before April,1996.

*  SLDC has received 315 nos of application during FY 2009-10 and consent had been accorded for 301
nos of application and remaining 14 nos of applications are rejected due to non-compliance of
information.

Charges leviable on Open Access customers

As per Regulation 4 of Odisha Electricity Regulatory Commission (Determination of Open Access Charges)
Regulation, 2006 effective from 6" June, 2006 the following Open Access Charges are to be paid by Open
Access customers for use of Intra-State transmission and / or distribution system in the State of Odisha:-
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Information related to Intra State Open Access Charges
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Surcharge for FY 2010-11

Surcharge for HT Consumers (P/Kwh)

Load Factor % 100%% B% B0 Fatkt Lkl S 40% 30%% 20%

CESU a5 Lok 116 121 151 158 L1232 208 oA

W ESE L7 4 TR o3 113 130 145 1M 22

WESCL 'l 20 ad 1LE 1k 144 Lo4 123 PN

SQOUTHOD 142 152 153 178 178 215 231 236 307
Surcharge for EHT Consumers (P/Kwh)

Load Factor % 10044 S04 B0 FO% A% ) A% {10 205
CESL) 1/ 15K 1393 214 £33 il ] 291 342
MNESCD 111 150 161 170 135 212 227 253 20
WWESCO 112 151 162 177 136 213 228 251 305
SOUTHED 4B 255 168 281 200 217 232 352 400
Surcharge for FY 2009-10
Surcharge for HT Consumers (P/Kwh)

Load Fackorss | 10M% a0 B 0% B S50% Lbp LS 30 20%
UWESLCD =1 &Y B i Ho 121 L35 1i2 211
MESCO Y 72 gl a4 111 134 119 L74 2z
SOUTHCD 111 119 125 112 155 181 187 21z 273
CEsL &5 a3 103 115 132 135 170 116 2dé
Surcharge for EHT Consumers P/Kwh)
Load Factar % 10404 e 3% Fatk! B0 S 4% L 0%
WESCO 1 110 L0 Lil 141 1/E 131 21 2657
MESCCE 125 131 114 157 175 200 215 210 291
SQUTHCO 1a5 194 234 217 235 20d Ar5h aca 351
CESU 134 162 173 135 204 225 244 2p9 320
Surcharge for FY 2008-09
Surcharge for HT Consumers (P/Kwh)
Load Factar % 10085 e BO% F0g LE Ik S 44 ks 20%%
WESCD 37 = e 77 ) L1k 132 L5? 208
MESCDr =4 T &7 100 117 1349 154 180 231
SDUTHE!] Log 116 j L] 135 155 Lré 194 21E 264
[Revised]
CESU KA i 1022 114 112 154 1.0 144 AR
Surcharge for EHT Consumer (P/Kwh)
Lead Factor % 100%: Qcrg B0 J (1014 Soria L 11 0% 20%,
WESLE L 108 1LF 130 145 173 153 2L% 264
MESCQ 120 13% 145 162 1a0 L 220 245 250
LOUTHOO 155 194 204 217 235 2ad 275 300 351
CESL 154 lat 173 125 204 225 244 2549 320
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Alinear approach for determining the exact rate in steps of 1% between 20 to 30 or 30 to 40 etc. can be
worked out. For Load Factor below 20%, the surcharge at 20% shall apply.

The details of Annual & Monthly Charges of SLDC for 2010-11

8.

A)

Ll. Rartleu lars Unit Approved for 2010 -11
Ne, Peranmum Per month
SRR of SLEC Fs. lakh T7R.BE Ed. 74
Inkra-SEte transmission licensas o pay S0C to SLOC R=. lakh 2210 I
Cienerating Statinns & Sellers fo pony 5020 & WL o 511 AbtEs K
3 [Fs. per MY calculated concsidering generaktian capacity Fe. lakh |A=.2930.44 vRs 744 20 per
f dINIT 500 R ) P KT vy
Distribution Licensees & Buyears to pay 500 & MOE to B lakly 357,35 0 78
SL0C
i CCEL 113.82 9,43
Ll MCSCD 30,82 a7
4 My WLSTO Fi. lakh 110,71 8,22
T SOLTTHLI 41.949 A4

Harnessing of power from Captive & Co-Generating Power Stations

The National Electricity Policy and National Tariff Policy stipulate that generation from Captive Power Plants

should be encouraged and the capacity of the existing generation should be fully exploited/ utilized to meet

the growing demand of power in the country. OERC floated a consultative paper on the Pricing of Surplus

Power from CGPs and this was widely published seeking suggestions/opinions from different stakeholders.

Commission also took a public hearing. After taking into account the provisions of the Electricity Act, 2003,

the National Electricity Policy, National Tariff Policy, suggestions/ feedbacks received from various quarters,

the Commission have finalized the principle for pricing of the surplus power from CGPs and the order has
been issued on 14.03.2008.

The salient features of the Policy for pricing of the surplus power from CGPs on Dt 14.03.2008 are as follows:-

a.

*

Firm Power

Those captive generators who give a commitment for supply of power for a period of more than 3
months & upto 1 year shall be considered as supplier of firm power of electricity form their Captive
Generating Plants.

The firm supplies may be procured form CGPs by GRIDCO/ Distribution Licensees through the Competitive
Bidding route as per provision under Section-63 of Electricity Act, 2003.

To avoid cartelization of a few large CGPs artificially boosting the pricing of surplus power from CGPs,
the Commission has capped that the acceptable cost determined through the competitive bidding route
should be within 10% of the maximum of cost of generation which can be certified by reputed firm of
CAs to be appointed & approved by the Commission for consumption by State Utilities.

The State Utilities are free to purchase Power at a higher rate than 110 % of the cost of generation

through the competitive route for purpose of trading.

CGPs selling power to GRIDCO will have the indirect advantage of saving in transmission charge and
transmission loss which at 2007-08 level will be around 34 to 35 paise/ unit.
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B)

Non-firm Power:

Those of the captive generators who are capable of giving day ahead schedule but are not in a position
to give supply continuously for a period upto three months shall be treated as non-firm supplier of
electricity. As an example, if a CGP is in a position to give its day ahead schedule for 21 days, 35 days, 40
days etc. during a period of three months shall be considered as non-firm supplier of electricity in a
block period of 3 months.

Non-firm supplier of electricity has to declare at the beginning of the period of three months about the
volume of energy that they would be supplying to the state grid. In case of failure to supply the declared
volume, they may have to pay penalty at double the rate so that the supplier will be in a position to
provide power to the consumers even by purchase of high cost power if need arises. This rate has to be
decided through the process of competitive bidding. They shall have to go through the process of
competitive bidding under Section 63 of the Act where the State utilities may accept this power paying
upto a maximum of 75% of the lowest cost of firm power determined through bidding for “firm supply’
of electricity from the CGPs.

Inadvertent Power:

Other than the firm and non-firm power as stated above, any kind of injection by the Captive Generating
Plants to the State Grid will be treated as purely inadvertent injection of power to the Grid. In other
words power injected by the Captive Generators without giving day ahead schedule would be treated
as inadvertent injection of power and would be priced equal to the pooled cost of hydro power of the
State.

However, there shall be no payment for any kind of injection firm, non-firm or inadvertent at frequency
of 50.4 HZ or more as a matter of grid discipline.

But subsisting contracts have to be dealt according to the terms of their agreements who are not covered
under the ambit of this order.

The CGPs are, however, at liberty to sell their power or avail Open Access as envisaged in the Act. If the
CGPs are given the facilities like land at concessional rate, water supply and other benefits by the state
for setting up the industries and have entered or will enter into an agreement for sale of their surplus
power to the state, then the enforcements of the contractual provisions have to be addressed by the
state.

Once the pricing of the surplus power from the CGPs to be sold to GRIDCO which is a State Govt.
designated agency is determined through transparent bidding process, this has to be placed before
OERC for taking into account the same while determining the ARR for the relevant year/ years. There is
no need or scope for approval for fixation of price by any other authority for supply of surplus power
from CGPs to GRIDCO meant for supply to DISTCOs.

The Captive Generating Plants are free to sell their power through Open Access if they do not want to
participate in a bidding process for determination of tariff for sale of power inside Odisha to GRIDCO.

The Commission has also decided to review the present order on Pricing of Surplus Power from CGPs at
appropriate time based on feedbacks from different stakeholders and consistent with the legal provisions
prevalent at that point of time.

Subsequently during January, 2009, GRIDCO Ltd. had filed an applications before the Commission and stated
that due to current Power shortage scenario GRIDCO was procuring high cost Ul Power & power available
from IEX to meet the State demand. GRIDCO further stated that the CGPs / industries intend to sell their
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)

surplus power at a reasonably incentivised price so as to sustain themselves during global melt down period.
After going through the records and submission made by GRIDCO and the representative of CGPs and keeping
in view the current difficult situation now being faced by the State as well as the recession being experienced
by manufacturers and the economy, the Commission considers it fit and appropriate at this stage to pass an
interim order to enable harnessing of the available idle/bottled up capacity of CGPs at a reasonable price
and keep the principal producing units in a sustainable mode while at the same time not burdening the users
of electricity who are also hit badly by the recession. The Commission fixed the procurement price of CGPs in
its interim order Dt.29.02.2009 vide Case No-6 to 20 of 2009 as under.

%  For supply of power by the CGPs/Co-generating plants to GRIDCO for sale to DISTCOs meant for
consumption by the consumers in the State, the procurement price of firm power from the CGPs will be
Rs.3.00/KWh with effect from 01.3.2009.

¥ However, to encourage co-generation as is mandated under the Electricity Act, 2003 the power generated
by co-gen. plants may be given an incentive and shall be paid @ Rs.3.10 per/KWh with effect from
01.3.2009.

% Inorderto encourage the CGP/Co-generating plants to fully utilize their bottled up capacity for generation
of captive power/Co-generation power and to enable GRIDCO to access power from different sources
including CGPs/Co-generating plants for meeting the demands in the State and making available a
good quantum of power for trading, GRIDCO should offer a remunerative price to the CGPs in respect
of power used for trading. Keeping in view the prevailing rate in the power exchanges, Ul rate and price
qguoted in the bidding it would be just and equitable for GRIDCO and the CGPs and Co-generating plants
to have an indicative rate of Rs.3.50 per KWh for procuring surplus power meant for trading. This is
merely an indicative price suggested by the Commission. However, individual CGPs/Co-generating plant
and GRIDCO, if they so like, may enter into further negotiation for an agreed price above this indicative
rate. However, the procurement price by GRIDCO from the Captive Generating Plants/Co-generating
plants for the purpose of trading should not unduly vary from the indicative price of Rs.3.50 per KWh
now being suggested by us as an interim measure. This is necessary for the benefit of the consumers of
the State because the profit earned by GRIDCO from the trading will be taken as ‘other receipt’ to meet
its revenue requirement and bridge the gap in the ARR. After bridging of the gap in the ARR, the balance
of surplus gained on account of trading of CGPs/Co-generation power may be shared with the CGPs/
Co-generation plants at the year end.

In view of the scarcity situation prevailing in the State for supply of electricity in the State arising out of low
generation of hydro power and other factors, the Commission on 15.10.2009 reviewed the working
arrangement approved by the Commission for sale of surplus power by the CGP to GRIDCO. It was felt
necessary to review the position because there is urgent necessity for accessing more power from the CGPs
to meet the deficit situation to some extent.

The State is facing serious deficit of power availability because of low generation of power from hydro sources
and the generation from hydro sources may also be further reduced as the water is to be saved in the
reservoir to meet the requirement of irrigation during Rabi season. The cost of power procured through Ul
or power exchange is more that Rs.4.00 per Kwh on the average. It is an admitted fact that there is increase
in coal price from time to time and the problem faced by the CGP in procurement of coal is genuine one. In
order to ensure supply of surplus power from the Captive Generating Plants to the grid when the State is
facing acute power shortage, it is necessary to incentivise the generation from the Captive Generating Plant
through full utilisation of their capacity.
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*  The Commission in its order dt.28.10.2009 stipulates the price of CGPs power w.e.f. 01.11.2009 as

under.

Supply lgantum per Month

Feane T pirchaser] from COes

FPower purchased from Co -
Genarating Flants

Supply uplo 3,0 B per rmanlh O 5 kAW Se, and
brlawh

Rs.3.10 par EWh

Rs.3. 20 per Kywh

Inerernental prergy abeass 6 RS onthoand
uptn 36 U manth (- abose B K and opes Saeg.
a0 M

M 1.0 per EWh

I, 5400 prer 15T
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B 3.0 pur E'vvh
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Fs.A4.05 per K'h

%  The CGPs who draws power from the grid for either emergency or back-up power shall be charged at
105% of the maximum rate at which they are paid for their surplus power or the rate prescribed vide
para 447 of the RST order dt.20.3.2009 for the year 2009-10 in case No.66, 67, 68 & 69 of 2008, whichever
is higher. Accordingly, the agreement between the CGP and GRIDCO should contain such a stipulation.

*  The modified CGP pricing stipulated as above will be applicable w.e.f. 01.11.2009 and will continue

until further order.

D) Dueto crash of Ul price as well as the short-term trading price in Power Exchanges, GRIDCO had filed before
the Commission to reduce the rate of surplus power of Captive/Co-generation Plants. The Commission heard
the matter on dt.09.11.2010 vide case No. 117& 118 of 2010. After considering the present price of power
through Ul and the Power Exchange along with the difficulties of GRIDCO and the Captive/Co-generating
Plants, the Commission directs and stipulates the rates for Captive/Co-generation Plants supplying their
surplus Firm Power to GRIDCO we.e.f. 10.11.2010 as under:

Supply Quantum per Month

Supply upto 7.3 MU per manth [~ L0 KIS AT,
and balgw]

Supplying 1005 surplus Firm
Payverto GRIDCD

B 275 por KW'l

Supphing &% & above
surplus Firm Poweer ko
GRICKO and balances sxpart
through Open aceess.

B 2075 pen BNV

Incremental enargy akove 7.3 MLU/month and
uplo 30 MU monlh P above 10 MW ad upla
EE, S0 R

P 3, 100 gz Kyt

B, %000 oer ek

I rene nbal e me gy beyand 565 RLU AR R G boe
LI T

Fi=.3.2% per kwvh

Fs.3. 20 par N h

Mnyinjection over the implemented schedule at a
frequency of 50.20 Hz and above
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poser wichin the Operating Frequancy Band of
45 50 te 5018 HE
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G2.5L Paise/ENYH lar FY
FHTEI-11

raid at the pzaled cost of
Slale hwdel powwe which is
62,51 PaiscdI00h o FY
A010-11

% The revised tariff for surplus power from Captive/Co-generation Plants mentioned above is applicable
w.e.f. 10.11.2010 and will continue till 31.03.2011.
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Rural Electrification
*  InOdisha all the districts have been included under RGGVY, out of 30 districts, 4 districts like Angul, Nayagarh,

Ganjam and Gajapati were covered under the Xth Plan and remaining 26 districts have been covered under
the Xlth Plan. Under the scheme 16533 un-electrified/de-electrified villages, 29202 nos partially electrified
villages, 40706 nos of un-electrified habitations, 32,11,880 nos of BPL households will be covered for
electrification. Total sanctioned amount of the scheme is Rs.3626.10 crore out of which 90% is grant and
10% is loan to the State Govt.

Till 30" September, 2010 an amount of Rs.2436.90 crore has been released in favour of the CPSUs out of

which Rs. 252.80 Crore is towards loan to the State Govt and rest is grant. The achievement upto September,

2010:

a) Village unelectrified/deelectrified:-

b) Village partially electrified :-

c) BPLkits installed:-

9164

10,219

12,86,985

(Source Rural Electrification Corporation)

*  Odisha has more than 80% rural households without electricity.

* In Odisha around 21% households is yet to be electrified.

SOURCE : Rural Electrification CorporationCross-subsidy in Tariff
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Cross-subsidy in Tariff

1.

OERC has been entrusted by the Electricity Act, 2003 with functions like Determination of Tariff and monitoring
quality of supply. Section 62 of the said Act empowers OERC to determine tariff for 15 categories of consumers
like Domestic, Commercial, Small Scale Industries, Large Industries, Power Intensive Industries etc. now
existing in the State as laid down in Regulation 80 of OERC Distribution (Conditions of Supply) Code, 2004. All
these consumers fall into three broad categories depending on the nature and voltage of supply namely, LT,
HT and EHT. In the pre-Reform regime i.e. before 1996-97, tariff fixation depended on nature and purpose of
supply. In the post-Reform regime, tariff is being determined based on voltage and cost of supply. This
means any ideally consumer has to pay a tariff for consumption of electricity at least at a rate equivalent to
cost of supplying electricity to that consumer, but due social and economic compulsions, some categories of
consumers, like domestic and agricultural consumers pay lower tariff, being cross-subsidized by other
categories.

The State had inherited a tariff structure since the OSEB regime wherein LT tariff has been lower as compared
to its cost. That is because all small consumers like domestic consumers etc. fall under this category. In case
of HT and EHT consumers, tariff was higher than the cost of supply. In other words in the OSEB regime, HT
and EHT consumers were cross-subsidizing LT consumers. In the post-Reform regime with the creation of
OERG, tariff has been rationalized and efforts have been made in successive tariff orders to move towards
cost-based tariff. That means all consumers have to gradually pay tariff as per cost of supply.

In terms of Section 61(g) of Electricity Act, 2003 the appropriate Commission shall be guided by the objective
that the tariff progressively reflects the efficient and prudent cost of supply of electricity and also reduces
cross-subsidies in the manner specified by the Commission. Para 8.3.2 of Tariff Policy enjoins that for achieving
the objective that tariff progressively reflects the cost of supply of electricity, the SERC would notify road map
within 6 months with a target that latest by the end of year 2010-11 tariffs are within + 20% of the “average
cost of supply”.

The National Electricity Policy also envisages existence of some amount of cross-subsidy. As per para 1.1 of
National Electricity Policy, the supply of electricity at reasonable rate to rural India is essential for its overall
development. Equally important is availability of reliable and quality power at competitive rates to Indian
Industry to make it globally competitive and to enable it to exploit the tremendous potential of employment
generation. Similarly, as per para 5.5.2 of the National Electricity Policy, a minimum level of support may be
required to make the electricity affordable for consumers of very poor category. Consumers below poverty
line who consume below a specified level, say 30 units per month may receive special support in terms of
Tariff which are cross-subsidized. Tariff for such designated group of consumers will be at least 50% of the
“average (overall) cost of supply”.

Section 62 of the Electricity Act, 2003 empowers OERC to determine tariff for retail sale of electricity. While
doing so, the Commission is to be guided by National Electricity Policy and Tariff Policy under the provision of
Section 61 (i) of the said Act. The term cross-subsidy has not been defined in the Electricity Act, 2003, the
National Electricity and the Tariff Policy. None of them also provide for methodology for computing cross-
subsidy. The amount of cross-subsidy received /contributed by various consumer categories is dependent
on the way the cost of supply is calculated. Such calculation may be:

*  Average cost of supply
*  Cost of supply voltage wise

*  Cost of supply to various consumer categories

Depending upon the mode of calculation adopted, the cross-subsidy differs. However, the Clause 8.3 of the
Tariff Policy requires tariff to be within + 20% of the average cost of supply by 2010-11. Again as per para
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5.5.2 of the National Electricity Policy, the Tariff for consumers of BPL category should be at least 50% of the
average (overall) cost of supply. From conjoint reading of the above provisions of National Tariff Policy and
Electricity Policy, the cost of supply can be construed to mean the average cost of supply by the Licensee at
different voltage taken together.

Some consumer groups argue in favour of determination of cost of supply by consumer category-wise. But,
voltage-wise cost determination is the first step in determining the consumer-wise cost of supply. For voltage-
wise cost determination, it is important that the accounting system of the Licensees are oriented towards
capturing costs voltage-wise at the point of origin as and when these are incurred. The Commission has also
emphasized the requirement for segregation of network cost in terms of voltage level (LT, HT & EHT). This
has not been possible due to various reasons- such as determination of voltage-wise and consumer category-
wise technical and non-technical losses, essential for determining cost of supply. In the absence of 100%
working meters at the level of consumers and distribution transformer, it is quite impossible to determine
the exact percentage of loss both at technical and commercial level. The distribution network of Odisha is
such that it is technically not possible to segregate the common cost between different voltage levels. The
accounting system of the DISCOMSs may also be required to establish a basis for allocating common costs to
all the voltage level which they have not been able to do till date. The submission of DISCOMs regarding cost
allocation during tariff filing does not have technical or commercial data support. There will be a conjectural
element in the determination of cost of supply in spite of all scientific rigours, especially because the
distribution and transmission network are un-segregated. Because of such conjectural element estimates of
cost of supply would differ from one stakeholder to another. Therefore, it would be prudent to accept the
average overall cost of supply for the whole State as envisioned in Tariff Policy and National Electricity Policy
for computation of cross subsidy. However the Commission has proposed an amendment to Regulation
7(c)(iii) of OERC (Terms and Condition of determination of Tariff ) regulations 2004 regarding computation of
Cross subsidy as follows;

“For the purpose of computing Cross-subsidy payable by a certain category of consumer, the difference
between average cost-to-serve of all consumers of the State taken together and average tariff applicable
to such consumers shall be considered.”

Odisha has been following uniform Retail Tariff Model since the OSEB days. That means the electricity tariff
of a particular category of consumer is same throughout Odisha irrespective of the DISCOMs to which he/
she belongs. Although the Commission has differentiated consumers on certain factors such as load factor,
power factor etc. as enumerated in the law but has not differentiated on the basis of geographical position.
This has been necessitated due to lack of socio-economic uniformity of the State. Thus a domestic or BPL
(Kutir Jyoti) consumer in CESU area pays the same tariff as a domestic or BPL (Kutir Jyoti) consumer of NESCO
area.

Since FY 2005-2006 the Commission has embarked on a process of rationalization of tariff structures and has
reduced the categories of consumers to three on supply voltage basis, namely EHT, HT and LT (except the
sub- categories (1) Kutir Jyoti, (2) Domestic, (3) Irrigation pumping (4) Allied Agricultural Activities, (5) Allied
agro-Industrial Activities and (6) General Purpose) each category being given the same uniform retail supply
tariff for the entire State. The Commission has abandoned categorization of consumers on socio-economic
grounds as such principle militates against rationalization of tariff but despite rationalization, the Commission
has still provided cross-subsidy based tariff to the aforesaid six categories except General Purpose due to
necessity for making electricity affordable for consumers of poor category as envisaged in National Electricity
Policy. The cross-subsidy for the aforesaid five categories of LT consumers comes partly from “General
Purpose” subcategory of LT consumers. This rationalization process follows the objective mentioned in the
Preamble of the Act. The process is irreversible and the present tariff continues the process.
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The power purchased for the requirement of the consumers of the State is managed by GRIDCO from different
sources inside and outside the State. The power is pooled at GRIDCO’s end and is supplied to the DISCOMs at
different Bulk Supply Prices fixed by the Commission. The differential BSP has been essential due to adoption
of uniform retail supply tariff in the State as different DISCOMs have different consumer mix and incidental
revenue earning capability. As already pointed out above, for retail tariff the “average cost of supply” is
worked out on the basis of pooled power purchase cost of GRIDCO for the whole State following principles
laid down in Tariff Policy and National Electricity Policy, and the cost of distribution for the whole State is
added thereto. Cross-subsidy is derived from the excess/deficit of this State-wide retail tariff so calculated
above / below the said average cost of supply. The State-wide retail tariff here is the tariff for each of the
three categories of consumers namely EHT, HT and LT. This complies with Regulation 7 (c) (iii) of the OERC
(Terms and Conditions for Determination of Tariff), Regulations, 2004, enacted earlier than the Tariff Policy.
The provisions state:

“For the purpose of computing cross-subsidy the difference between cost-to-serve that category and
the average tariff realization of that category shall be considered”.

In the context of the present rationalized tariff the word “category” in the above provision denotes EHT, HT
and LT but “cost-to-serve that category” as per the aforesaid method of calculation from pooled power
purchase cost, would turn out to be the same figure for each such category. It is noteworthy that the above
provision is not region-specific, i.e. cost-to-serve is not to be calculated region-wise for distribution areas of
NESCO, WESCO, SOUTHCO and CESU.

Regarding the extent of cross-subsidy existing at various voltage levels, let us examine how far the Commission
have kept cross subsidy within + 20% of the average cost of supply as mandated in para 8.3.2 of Tariff Policy
in their Tariff Order for FY 2010-11.

vear Level of fverage vost of TariT Cross-Subsidy Percentase of Lross -
waltage supply far the [Pl (/L] subsichy ahovefbelow
State a5 3 whele
or cost of supply
{ei 5 = (41— [3) (el
(n 2] (3] 2]
EHT 202 295,05 F2.05 [#1 12,13
20c5-10 HT 08,63 453,63 [+1 L7356
LT 1594 [-] 53.U1 -1 3156
EHT 32737 37553 52.00 [1715.28
2010-11 HT 333,64 56.31 [1117.20
LT 215,21 110810 ¢ 433,03
%  Cross Subsidy paid /received by EHT Industries.
Aueragel O ppraved Tarlff pald by Cthar EHT Hﬂmrja-ﬁdu[b?:y p:;dﬁél'_':'
Year Cost of Supply Industries at #0% Load Factor “m_“ - By Ganer
{Palse UnE) {Palse /UnIE) Industries at E0% Lo ad Factor
[PaisefUnit)
200506 2 273,30 5.3
200 a7 295 279,30 L=7
A0SR MHh AhIK] .o
A1 Al AhIK] i
A0Ce-10 263 285 G0 32
2010-11 32737 3r3.43 5y.2
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Section 61 (c) of Electricity Act, 2003 envisages that while determining tariff the Commission shall be guided by
the factors which would encourage competition, efficiency, economical use of resources, good performance and
optimum investment. Therefore, the industries which function efficiently are expected to utilize their production
capacity and consequently attain the load factor of 80% or above. Accordingly, the tariff of HT and EHT industries
at 80% load factor has been taken for determining the level of cross-subsidy in the table above.

The recommendation of the Tariff Policy suggests that the Commission should aim at reducing the cross-subsidy
to operate within a band of £ 20% of the cost of supply. The purpose of prescribing a band is to leave discretion
with the Commission to fluctuate cross-subsidy within the band due to unforeseen causes like changes in Govt.
policy, changes in mix of generation sources, necessary purchases of power from un-scheduled sources, etc.

Plan of Action for Reduction of cross-subsidy

9. Asregards the plan of action to reduce the cross-subsidy over a period of time as envisaged in Section 61(g)
of the Electricity Act, 2003 and and Tariff Policy. it may be stated that in respect of industries under HT & EHT
category are paying cross-subsidy within (+) 20% of the average cost of supply as shown in the above table.
The objective of the Tariff Policy has been achieved with regard to HT and EHT categories. In case of consumers
under LT category the existing cross-subsidy is within (-) 33% of the average cost of supply. The cost of supply
at LT level is high because of higher distribution loss in that voltage level. The cost of supply at LT level can be
reduced by arresting the distribution loss. Huge investment is required for technical upgradation of distribution
network and enforcement of anti-theft measures to be taken by licensees supported by Govt. agencies to
curb the loss at LT level. Since, these consumers under LT category constitutes low end consumers such as
Kutir Jyoti, Domestic, Agriculture etc. sudden rise of tariff may create a tariff shock for such consumers. As
there is no subsidy from the State Government under Section 65 of the Act the Commission has endeavoured
to raise tariff of LT category gradually to achieve the objective of the Tariff Policy. Section 61 (d) of the
Electricity Act, 2003 provides that while determining tariff Commission is to safeguard the interest of the
consumers and at the same time ensure the recovery of the cost of electricity in a reasonable manner. In this
context Section 61 (g) is to be read conjointly with Section 61 (d) so that recovery of cost of electricity can be
ensured simultaneously with safeguarding the interest of consumers. The Commission as Regulator has
onerous task of balancing the interest of various stakeholders while determining tariff and dealing with the
issue of cross-subsidization.

Odisha Power Sector Reform Highlights

%  Odisha is the first State in the country which initiated power sector reform in the State with enactment of
the Odisha Electricity Reform Act, 1995 which came into force w.e.f. 1.4.1996

*  Odisha Electricity Regulatory Commission was established under Section 3(i) of the OER Act, 1995 much
before the Electricity Regulatory Commission Act, 1998 and the Electricity Act, 2003.

%  OERC became functional w.e.f. 1.8.1996 with joining of three Members.

*  Generation was separated from transmission and distribution with formation of Grid Corporation of Odisha
Limited (GRIDCO) w.e.f. 20.4.1995.

*  Subsequently distribution function has been separated from GRIDCO w.e.f.1.4.1999 and at present the
distribution of electricity has been entrusted to separate four private distribution companies.

%  Transmission has been separated from bulk supply and trading activity of GRIDCO from 1.4.2005.
* At present OPTCL is functioning as State Transmission Utility and SLDC but for the 1st time Commission has

issued separate Annual Revenue Requirement in tariff for SLDC starting for the year 2009-10.
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Odisha is the only State where no subsidy is being provided by the Govt. of Odisha to the power sector since

1.4.1996. Before 1.4.1996 the annual subsidy was of Rs.250 crore on the average.

It is the only State where no budgetary support is being provided by the State Govt. to the distribution

companies whereas in other States the level of subsidy varies from 1000 crore to more than 5000 crore.

In Delhi where distribution has been privatized the private distribution companies started with a clean balance
sheet, the existing liabilities were assigned to a holding company. But in case of Odisha the assets and liabilities

were transferred to the distribution companies. (Liabilities as on 31.03.2009 — Rs.1657.40 crore)

In Delhi provision of transitional financing Rs.3450 crores which helped the private company which needed

cushion and comfort levels to the sagging distribution companies.

In contrast the distribution companies in Odisha had no transitional financial support. The Kanungo Committee

recommended transitional support of Rs.3240 crore on 02.11.2001 but this has not been acted upon.

On the contrary the existing assets were upvalued. The old assets value of Rs.1103 crore of GRIDCO were
also upvalued by 1194 crore. Similarly the OHPC assets were upvalued by Rs.767.20 crore. However, the
upvaluation of assets of GRIDCO and OHPC have been held under hold by govt. till date.

The actual T & D loss in 1998-99 before privatisation in 1999-2000 was about 51.2% against the assessed
level of 29.2%.

Reduction of AT&C loss from 60.90% in 1998-99 to 39.15% in 2009-10.Though the Transmission and
Distribution (T&D) loss in Odisha during the period of OSEB was being reported in the region of 23% over a
number of years these figures did not take into account the losses taking place owing to non-billing, non-
collection and theft of electricity. The audited accounts of OSEB, however, pointed out a different set of

figure. The T & D loss was increasing from year to year but gradually declined after the distribution was
privatized w.e.f 1.4.1999.

The T & D loss which had reached a level of 51.02% in 1998-99 has been decreased to 46.68% in 1999-00 and
40.33% in2008-09 and 39.93% in 2009-10.

The collection efficiency has increased from 79.92% in 1998-99 to 92.98% in 2008-09 and 96.96% in 2009-
10.

From 1999-00 the concept of Distribution loss and Aggregate Technical and Commercial (AT&C) loss has

been introduced in place of T & D loss.

The Distribution Loss has declined from 43.91% in 1999-00 to 37.50% in 2008-09 and 37.24% in 2009-10. The
AT & C loss was 56.7% in1996-97,58.8% in 1997-98 and 60.90% in 1998-99.The AT&C loss has declined from
56.71% in 1999-00 to 41.89% in 2008-09 and 39.15% in 2009-10.

Thus while the T&D loss was increasing during OSEB period, the Distribution loss as well as AT & C loss have
declined from 1999-2000, though at a slow speed. Hence, it can be said that loss level has declined in terms
of T & D loss, Distribution loss as well as AT&C loss after the distribution of electricity was privatised w.e.f.

1.4.1999. The comparative position may be seen from the Table given below:-
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Direct accrual of Revenue to the State exchequer

%  Before power sector reform in Odisha was undertaken from 1.4.1996, the subsidy to power sector on the

average was Rs.250 crore per annum and this has been withdrawn from 1.4.1996. If the subsidy would have

continued it would have been more than Rs.1000 crore by 2009-10 per annum. This has helped keeping the

revenue deficit of Odisha on a declining path.

*  In 2006-07 alone different State Governments have provided the following subsidy to their power sector.

Andhra Pradesh -
Tamil Nadu -
Gujurat-

Uttar Pradesh -

Punjab -

Rs.1973 cr.

Rs.1330 cr

Rs.1767 cr.

Rs.3105 cr.

Rs.1845.81 cr.

Rajastan -
(Electricity
Jharkhand -

Delhi -
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In the disinvestment process form OPGC of Rs.603.20 crore was utilized as general resources for State budget.
OPGC was operating at PLF 55.14% in 1996-97 which has increased to 90.18% in 2006-07, 82.60% in 2007-08
and 88.7% in 2008-09. It has generated about 2433.29MU in 2009-10 and likely to generate 2853.53 MU in
2010-11 it is now paying dividend of Rs. 75 croes on the average per annum and by now it has paid Rs.611.24
crore to the State Govt.

OHPC have invested Rs.377 core from its own internal resources and by borrowing and have completed the
then incomplete Upper Indravati Project on 19.4.2001. Its installed capacity is 600 MW. Its generation has
increased from 1736 MU in 2000-01 to 2948 MU in 2007-08 and 2221 MU in 2008-09.(1414.75 MU in 2009-
10 and 1942.38 MU estimated in 2010-11)

The revenue from sale of TTPS to NTPC in 1995 has fetched 356.00 crore to the State. TTPS which was
operating at less than 30% PLF is now operating at PLF of 90% and its installed capacity is 460 MW. This
power is being totally available for State consumption. Its generation has increased from 1320.82 MU in
1996-97 to 3114.63 MU in 2007-08.(3339.19MU in 2008-09 and 3255.97MU in 2009-10 and 2957.32MU
estimated for 2010-11)

Revenue from disinvestment from distribution companies of Rs.159.00 crore have been utilized to reduce
the liabilities of GRIDCO.

The sell proceeds of TTPS of Rs.356 crore has been utilized by GRIDCO to meet its past liabilities

Collection of electricity duties has increased from Rs.121.35 crore in 1995-96 to Rs.359.38 crore in 2008-09
and Rs 459.96c¢r in 2009-10

As a result of withdrawal of budgetary support to the power sector from 1996-97 together with disinvestment
and other fiscal measures the State consolidated fund has been enriched and Odisha has been converted
from a revenue deficit State to a revenue surplus state.

Revenue deficit in 1999-00 was Rs.2574.19 crore (-6% of GSDP) and Odisha has been converted to a revenue
surplus of Rs.481.19 crore in 2005-06 and it has increased to Rs.3419.89 crore in 2008-09 (+2.80% of GSDP)
and Revenue surplus of Rs.1138.62Cr in 2009-10 (+0.75% of GSDP).

The fiscal deficit 3836.43 crore in 1999-00 (-8.94% of GSDP) has been reduced to 584.03 crore in 2008-09 (-
0.48% of GSDP)and Rs2265.37Cr in 2009-10 (-1.5% of GSDP).

This is not a small achievement considering various constraints/difficulties the power sector has passed
through in Odisha.

Road Ahead

The Area of concern — High AT&C Loss 39.15% for all consumers taken together and 61.67% for LT consumers
during FY 2009-10

Though Odisha has gained in term of financial benefits in the power sector, power sector distribution continues
to be plagued by high level of Aggregate Transmission and Commercial (AT&C) loss. The AT&C loss of 56.7%
in 1999-00 has been marginally reduced to 39.15% during FY 200910 which is unsustainable compared to
the sustainable level of 15%. (CESU —41.2%, NESCO — 35.73%, WESCO — 35.74% and SOUTHCO — 50.16%)

In order to make the power sector sustainable, the AT&C loss is to be reduced to 15% which can be done by
strong pro-active administrative support from the State Govt. and by investment in the distribution segment
for up-gradation and modernization of the old distribution network.
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High AT&C loss and high incidence of power theft continue to be the areas of concern. The State Govt. in the
meantime has already established 8 Energy Police Stations and has notified establishment of another 29
Police Stations. Five Special Courts for trial of energy related cases have been designated.

Making distribution segment of the power industry efficient and sustainable is the key to the success of
power sector reform.

Franchisee operation has started in all the four Discoms.

Electricity is the one of the most important basic human needs and key input for all-round economic growth
of the State. The per capital electricity consumption in Odisha is 510 KwH per year against All India average
of 733.54 KwH (2008-09). The target to be achieved by Gol is 1000 KwH per year by the end of 11th Plan.

Hence Govt needs to pay urgent attention to sustainable development of the power sector in the State govt.
by playing a proactive role.

Electricity is the basic human need and a key input for all economic activities. It is the primary responsibility
of State Govt. to provide the basic infrastructure like Roads, Electricity, Irrigation etc.

Odisha Experience

Odisha did the experiment in power sector and all other states have gained from the experiment and
experience of Odisha in power sector. Despite various constraints, the power sector in Odisha has achieved
a commendable success when compared with other States where their State govt. continue to provide
budgetary support of substantial amount.

Going by the past experience State Govt has been advised to participate actively in the day to day development
of power sector in the State.

The present system of managing or treating the power sector in the State on an ‘arms-length’ basis needs to
be changed to a ‘hand-shake’ basis.

State Govt. have started taking initiative by deciding to private budgetary support of Rs.1200.00 crore to the
four distribution companies during 2010-11 to 2012-13. The distribution companies are also to provide
Rs.1200/00 crore towards their counterpart funding.
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DISCOMs PROPOSAL VIS-A-VIS OERC APPROVAL OF ANNUAL REVENUE REQUIREMENT
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NB: * As proposed by the Licensees in consideration of bridging the gap with Govt. subsidy
** As submitted by the Licensee
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To

ORISSA ELECTRICITY REGULATORY COMMISSION
BIDYUT NIYAMAK BHAVAN, UNIT - VIII
BHUBANESWAR - 751 012
PBX: (0674) 2393097, 2396117,
E-mail:orierc@rediffmail.com,

Website: www.orierc.org

No. JT(FN)-175/02/
Dt. 27.12.2010

The Commissioner-cum-Secretary to Govt.,
Deptt. of Energy, Govt. of Orissa
Bhubaneswar.

Sub: Suggestions/Views/Comments of the State Government on various issues involving tariff setting for the
year 2011-12 including Subsidy/ Subvention and other important matters having a direct bearing on fixation of

tariff for the year 2011-12.

Sir,

With reference to the subject noted above, | am directed to say that the Licensees have filed their Annual
Revenue Requirement and proposed Tariff for the year 2011-12 on or before 30.11.2010 and the same are
under scrutiny by the Commission. Public notices have been issued for inviting suggestions/comments from
different stakeholders. After receipt of the comments/suggestions from the general public hearing would be
conducted by the Commission in the 1% week of February, 2011 and the Tariff Order of the Commission is
likely to be issued on or before 20.03.2011.

Since Electricity is one of the most critical infrastructures for overall development of the State and the State
Gouvt. is one of the most important stakeholders, the Commission would like to have the benefit of comments/
suggestions/views/opinions of the State Govt. before finalizing the tariff for the year 2011-12 in respect of
OHPC, Gridco, OPTCL and the four distribution companies. The important issues are outlined in subsequent
paragraphs for specific comments/suggestions/views/opinions of the State Govt. on those matters:-

Tariff for the Kutir Jyoti / BPL Category of Consumers— The consumers coming under Kutir Jyoti / BPL families
at present are paying a monthly minimum fixed charge for the 1% KW or part thereof @ Rs.30/- per month
with the stipulations that the monthly consumption is up to 30 unit per month. This has remained unchanged
since pre-privatisation period despite manifold increase in power procurement cost. The cost of supply is of
the order of Rs.327.37 paise per unit for the year 2010-11 and after taking into account rise in cost of
generation, transmission, salary, pension, operation & maintenance etc., the cost of supply may increase
substantially for the year 2011-12. In that case there is urgent need for enhancement of the present rate of
tariff for Kutir Jyoti/ BPL category of consumers. In this connection it may be noted that para 5.5.2 of the
National Electricity Policy, 2005 stipulates that tariff for such designated group of consumers will be at least
50% the average (overall) cost of supply and this provision was to be reexamined after five years. With
increase in the number of BPL families (2007-08 — 21703 which is to increase to 40 lakh by 2011-12) with the
implementation of Rural Electrification Programme under RGGY and BGGY it is difficult to keep the cross
subsidy within +20% of the average cost of supply as mandated under Section 61(g) of the Electricity Act,
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2003 read with para 8.3.2 of the Tariff Policy, 2006. After taking into account the increase in the cost of
supply and increase in BPL families coming under Rural Electrification by manifolds during the past few
years, there is a case for increase in the present rate of tariff for Kutir Jyoti/ BPL category of consumers for
the year 2011-12.

Further for Kutir Jyoti/BPL category of consumers consuming more than 30 units per month fixed monthly
charge of Rs.30/ is not applicable to them and in that case the tariff applicable to LT category of domestic
consumers has to be paid by the BPL/Kutir Jyoti category of consumers. In fact, it has been brought to the
notice of the Commission that a large number of Kutir Jyoti/BPL category of consumers actually consumes
more than 30 unit per month and accordingly the fixed charge of particular amount is not applicable to them
as the consumption is limit is being exceeded by them. The views of the State Govt. may be furnished on this
aspect also.

Tariff for Irrigation Pumping and Agriculture/ Allied Agriculture Activities /Allied Agro-Industrial Activities—

a) The Tariff for the year 2010-11 for Irrigation Pumping and Agriculture/ Allied Agriculture Activities /
Allied Agro-Industrial Activities is as follows:-
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b) The tariff for the Irrigation Pumping and Agriculture has remained unchanged since 2001-02 while for
Allied Agricultural Activities the rate continues since 2009-10. When the average cost of supply approved
for the year 2010-11 is Rs.3.27 per unit the above concession rate was fixed for the said year. Since the
cost of supply is likely to increase substantially the tariff for Irrigation Pumping and Agriculture/ Allied
Agriculture Activities /Allied Agro-Industrial Activities is also likely to increase proportionately. In this
connection it may be noted that Section 65 of the Electricity Act, 2003 mandates that if the State
requires the grant of any subsidy to any consumer or class of consumers in the tariff determined by the
State Commission under Section 62, the State Govt. shall pay the subsidy in advance and in such manner
as may be specified.

c) Further, attention is drawn to the clause 5.5 (Recovery of Cost of Services & Target Subsidies) of National
Electricity Policy which is reproduced below:
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“5.5.4 The State Governments may give advance subsidy to the extent they consider appropriate in
terms of section 65 of the Act in which case necessary budget provision would be required to be made
in advance so that the utility does not suffer financial problems that may affect its operations. Efforts
would be made to ensure that the subsidies reach the targeted beneficiaries in the most transparent
and efficient way.”

If the Govt. intends to give any subsidy to Agriculture, Allied Agricultural activities, Allied Agro Industrial
activities, any other consumers or class of consumers the same may be intimated to the State Commission
for tariff design for the year 2011-12.

Cross — subsidy in Tariff:

a)

c)

d)

Section 61(g) of Electricity Act 2003 stipulates that the appropriate Commission shall be guided by the
objective that the tariff progressively reflects the efficient and prudent cost of supply of electricity and
also reduces cross-subsidies in the manner specified by the Commission. Para 8.3.2 of Tariff Policy
enjoins that for achieving the objective that tariff progressively reflects the cost of supply of electricity,
the SERC would notify road map within 6 months with a target that latest by the end of year 2010-11
tariffs are within + 20% of the “average cost of supply”.

The National Electricity Policy also envisages existence of some amount of cross-subsidy. As per para
1.1 of National Electricity Policy, the supply of electricity at reasonable rate to rural India is essential for
its overall development. Equally important is availability of reliable and quality power at competitive
rates to Indian Industry to make it globally competitive and to enable it to exploit the tremendous
potential of employment generation. Similarly, as per para 5.5.2 of the National Electricity Policy, a
minimum level of support may be required to make the electricity affordable for consumers of very
poor category. Consumers below poverty line who consume below a specified level, say 30 units per
month may receive special support in terms of Tariff which are cross-subsidized. Tariff for such designated
group of consumers will be at least 50% of the “average (overall) cost of supply”.

Section 62 of the Electricity Act, 2003 empowers OERC to determine tariff for retail sale of electricity.
While doing so, the Commission is to be guided by National Electricity Policy and Tariff Policy under
the provision of Section 61 (i) of the said Act.

In the absence of clear cut definition of cross subsidy in the Electricity Act, 2003 or the National Electricity
Policy for the purpose of computing cross subsidy the Commission has incorporated a provision in the
OERC (Terms and Conditions for Determination of Tariff), Regulations, 2004, vide Regulation 7 (c) (iii)
which states as under:-

“For the purpose of computing cross-subsidy the difference between cost-to-serve that category and
the average tariff realization of that category shall be considered”.

Since it is not possible or feasible to calculate the cost of supply for a particular category of consumer
for the purpose of computing cross subsidy payable by certain category of consumers, the difference
between the average cost to serve to all consumers of the State taken together and the average
tariff applicable to such consumers is being considered by the Commission. Based on this principle
while the LT category of consumers have been subsidized by 31.56% in 2009-10 this has increased to
33.03% in 2010-11. While the EHT and HT consumers were subsidizing 12.18% and 17.36% respectively
in 2009-10 this has increased to 15.85% in case of EHT consumers and 17.20% in case of HT consumers
in 2010-11. The Section 61(g) of the Electricity Act, 2003 read with para 8.3.2 of Tariff Policy stipulates
that the cross subsidy should be within + 20% by end of 2010-11. Hence in order to comply with the
provisions of the Electricity Act, 2003 there is a need to reduce the existing level of cross subsidy.
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This implies that there is need to enhance the tariff for LT category so that the tariff for LT category
remains within -20% whereas the EHT & HT consumers tariff remains +20%. The Commission would,
therefore, like to have the comments/views of the State Govt. on the need for appropriate
enhancement of the tariff for LT consumers so as to achieve the objective of keeping the cross subsidy
within +20%.

6. eeping in abeyance the upvaluation of assets, moratorium of debt services etc.

a)

Based on the recommendation of the Commission, State Govt. in their notification No.R&R-1-15/2009/
81, En, dt. 06.01.2010 have extended the concession and stipulations as indicated below:

i)  The bondsissued by GRIDCO and OHPC, to the State Govt. consequent upon revaluation of assets
shall not carry any interest for a further period of five years from FY 2006-07 to FY 2010-11.

ii)  The additional equity share, allotted to the State Govt. based on revaluation of assets, should not
earn any Return on Equity for a further period of five years from FY 2006-07 to FY 2010-11.

iii)  Both GRIDCO/OPTCL and OHPC would be entitled to depreciation on the revalued (pre-92) assets.

iv)  Both GRIDCO/OPTCL and OHPC shall repay the principal amount of the loan amount actually taken
from the State Govt. along with the interest as per the terms and conditions of loan other than
those attributable to the revaluation of assets.

v)  The State Govt. investment actually made in Upper Indravati Project, excluding the normative
equity, should yield return to the State Govt. with effect from FY 2010-11 after clearance of loan
liabilities of PFC. However, interest at the rate of 7% should be charged and paid on this investment
from FY 2006-07 onwards.

vi)  Return on Equity on the old Hydro Power Plants may be allowed to OHPC, in respect of new
projects commissioned after 01.04.1996.

Since there was some omissions and commission and addition of new stipulations in the notification
dt.06.01.2010, in deviation of the notification dt.29.01.2003 read with notification dt.06.05.2003, the
Commission in their letter No.3235 dt.27.01.2010 has suggested for amendment of the notification
dt.06.01.2010 of the State Govt.

Since the Kanungo Committee had recommended keeping in abeyance the up-valuation of assets,
moratorium on debt servicing etc. till the sector as a whole turn- around and since the benefits of
proposed investment by State Govt. and DISCOMs would be felt only after few years, the Commission
have already advised the State Govt. to take the following steps vide their letter No.DIR(T)-344 / 2008
(Vol-Ill) -4440 dated 19.7.2010.:

i) GRIDCO/OPTCL and OHPC would be entitled to depreciation on the assets prior to revaluation,
calculated at pre-92 norms notified by Govt. of India, as per the direction of Hon’ble High Court of
Orissa.

ii)  Moratorium on debt servicing by GRIDCO and OHPC to the State Govt. would be allowed till the
power sector turns-around except the amount in respect of loan from the World Bank to the
extent the State Govt. is required to pay to the Govt. of India.

iii) GRIDCO & OHPC shall not be entitled to any RoE till the sector become viable on cash basis. The
State Govt. investment actually made in Upper Indravati Project, excluding the normative equity,
should yield return to the State Govt. with effect from FY 2010-11 after clearance of loan liabilities
of PFC. However, interest at the rate of 7% should be charged and paid on this investment from FY
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2006-07 onwards. Return on Equity on the old Hydro Power Plants may be allowed to OHPC, in
respect of new projects commissioned after 01.04.1996.

d) The above concessions/Govt. support, indicated in para-6(c) are subject to the following stipulations:

i)  The State owned utilities viz. OHPC, GRIDCO and OPTCL earning accounting/book profit are made
to utilize the same for capital investment, servicing of Govt. loan and payment of dividend.

ii)  The Private Distribution Companies are to service the State Govt. loan relating to World Bank and
APDRP assistance passed on to them through an enforceable mechanism approved by OERC.

e) The Commission would like to request the State Govt. to issue the amended notification as suggested
above so that this would appropriately reflected while determining the Annual Revenue Requirement
of the distribution licensees for the year 2011-12. In the absence of specific communication in this
regard by 31.01.2011 the Commission would assume the extension of the benefit notified on 29.01.2003
and 06.5.2003 till the sector as a whole turns around as outlined in para 6(c) and 6(d) above. This may
be confirmed.

Mandatory purchase from Renewable sources

Sec.86(1)(e) of the Electricity Act, 2003 read with para 6.4 of the National Tariff Policy notified on 6" June,
2006 mandates the State Electricity Regulatory Commission to fix a minimum purchase of total consumption
for purchase of energy from renewable sources such as mini/small/hydro/solar, wind/ biomass/waste-heat
process etc.

Accordingly, OERC has notified the OERC (Renewable & Co-generation Purchase Obligation and its compliance)
Regulations, 2010 on 30" September, 2010. Accordingly, the Commission has fixed minimum quantum of
purchase in percentage for Orissa as indicated below:
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In case the actual purchase from Renewable sources falls below the percentage specified above, the obligated
entity are required to purchase the Renewable certificates at higher cost. This implies that the energy to the
extent of requirement is to be purchased apart from higher cost over and above the Renewable Purchase
Certificates. This would result in higher tariff implication on the consumers.

In order to reduce the impact of tariff on consumers on account of failure to achieve the prescribed minimum
percentage of energy from Renewable sources, the State Govt. is required to take proactive steps to exploit
all the mini and small hydro sources in a systematic manner. As per the data furnished by EIC (Elect.)-cum-
PCEI, Orissa, State Technical Committee (STC) has cleared 14 nos. of hydro projects as indicated below:
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*  DPR of the above 14 projects have already been approved and techno-economic clearance have
accorded by STC but pending at the approval stage of construction drawing.

%  Besides this, PFRs of 15 projects already approved by STC. Developers have already submitted
their DPR & TEC but pending at STC for approval.

The Commission, in the meantime has given practice direction to Energy Deptt., W.R. Deptt., and
others to take proactive steps to maximize generation from renewable sources particularly from
mini and small hydro sources. The Commission feels that there is inordinate delay in granting final
clearance of the small hydro projects and delay in exploiting the small and mini hydro sources
would result in higher impact on tariff, arising out of purchase of Renewable purchase certificate
due to failure in achieving the prescribed percentage of Renewable energy. Action taken by Govt.

may be indicated.
Capacity Addition :
With increase in the present level of consumption by the existing consumers and with increase in the number
of consumers, the consumption of electricity would increase manifold. The mismatch between demand and

supply is going to increase. Action taken on addition of capacity by OPGC and the Joint Venture Company

formed by OHPC & OMC (OTPCL) along with the status of MoU signed with 27 IPPs and ultra mega projects
may be indicated. As per MoUs signed with 27 IPPs, Odisha is likely to avail around 5637 MW out of total
proposed 32,420 MW. Exact capacity addition likely to be made during 2011-12 may be indicated.

Revised Design Energy of the Hydro Stations of OHP

OHPC have submitted from time to time that there has been substantially reduction in their design energy in
different hydro stations because of silting and other reasons. OHPC have also conducted a study of design
energy through a consultant namely SPARC. The summary of the Revised Design Energy and proposed revised

energy of different hydro stations are as indicated below:
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If the revised design energy of the hydro stations as suggested by OHPC is accepted the tariff for hydro
stations would have increased by considerable amount on account of reduced design energy excluding
the rise in cost of operation etc. The views of the State govt. may be furnished regarding the desirability
or otherwise of accepting the proposed revised design energy of the hydro stations.
10. Exploiting the Captive sources:

11.

There is a good amount of surplus energy available with CPP in the State and their contribution for State
consumption has been increased from 454.87 MU in 2008-09 to 2967.09 MU in 2009-10 and during 2010-
11, they have supplied 1888 MU upto September, 2010. In the meantime, Commission has reduced the cost
of purchase of power from CGPs from 01.11.2010. In case there is hydro failure and the state is required to
resort to purchase from CGPs for consumption in the State, the indicative price may be suggested by Govt.
for taking appropriate decision by the Commission while finalizing the tariff for 2011-12.

O&M expenditure for maintenance of assets created under RGGVY and BGJY:-

Energy Department vide their letter No.R&R-11-1/2010-1577 dt.23.02.2010 have stated that as per para-N of
the Agreement, Govt. of Orissa shall be the owner of the assets created on implementation of the individual
projects as posed by the DISCOMs under RGGVY with the concurrence of the Govt. of Orissa. Govt. has
authorized the DISCOMs to operate and maintain these assets to effect power supply in the project area and
derive consequential benefit out of the assets created under the project.

As regards the assets created under BGJY, Govt. has clarified that all the assets created under BGJY shall be
handed over by the executing agency to the respective DISCOMs for maintenance. Regarding ownership of
the assets after they are charged and handed over through a signed document, the said matter has not yet
been decided. As the DISCOM s are to derive the consequential benefit from the assets, they are to meet the
O&M expenditure for maintenance of the assets. Govt. have also further clarified that the DISCOMs cannot
claim the O&M expenses from the Govt. for the maintenance of assets created under RGGVY or BGJY.

Itis desirable that the assets created under RGGVY and BGJY are transferred to the DISCOMs. They should be
authorized to mortgage these assets to the financial institutions for enabling them to obtain loan for
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12.

counterpart funding for upgradation of the distribution system wherever needed. With regard to the
consequential benefit assumed to accrue to the DISCOMs under RGGVY and BGJY, it has been pleaded by the
DISCOMs that the loss in LT being more, per unit input realization in case of LT consumers even far below
than the BST (CESU —138.76 p/u upto September’10 against BST of 178.50 p/u including transmission charges,
in case of NESCO 81.89 p/u upto September’10 against BST of 216.50 p/w, in case of WESCO 72.78 p/u upto
September’10 against BST of 215.50 p/u, in case of SOUTHCO 106.23 p/u upto September’10 against BST of
115.50 p/u)

With addition of more number of consumers under RGGVY and BGJY, the loss level is likely to further increase
instead of tangible benefit being accrued to the DISCOM:s. It is, therefore, suggested that wherever practicable,
the asset should be transferred to the DISCOMs and they should also be authorized to mortgage for obtaining
loan from the financial institutions and they should be declared the owner of the assets as soon as possible.

Performance Parameter — Normative target of loss redution:

The Commission is allowing Annual Revenue Requirement (ARR) for DISCOMs based on normative level of
distribution loss, collection efficiency and AT&C loss. But the DISCOMs have alleged that since the actual
Distribution loss is substantially higher than the normative target fixed by the Commission, they are not able
to mop up the required revenue to meet the cost of additional power purchase over the approved amount,
O&M expenditure and other essential expenditure. They submit that reduction of Distribution loss and AT&C
loss should be with reference to the level actually achieved in 2009-10 and/or 2010-11. But the Commission
is of the opinion that the ARR has to be estimated on the normative level fixed in the Business Plan as
indicated below:

Distribution loss, Collection efficiency and AT&C loss (in %)
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13. Default in payment of Electricity Dues by the State Govt., Urban Local Bodies, Rural Local Bodies, PSUs

including Cooperatives:

Though Finance Deptt. in their Itr N0.36938(4)dt.26.08.2010 and Itr. No.36933 dt.26.08.2010 have issued
letters to all departments including Public Enterprises Deptt., Co-operation Deptt., H&UD Deptt. And
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14.

15.

16.

Panchayati Raj Deptt. that no opportunity should be given to the DISCOMs to disconnect the line after 30™
September, 2010 and all-out efforts should be made to clear outstanding dues on priority, the arrear
outstanding as on 01.04.2010 has increased from Rs.410.31 Crore to Rs.438.78 crore as on 30.09.2010. It is
reported that when the DISCOMs issue show-cause notice for disconnection of power supply to ULBs, Health,
Educational institutions, Water Supply Scheme, pumping set etc., the District administration very often prevail
upon DISCOMs not to disconnect power supply on the plea of public discontentment. The Govt. Deptts.,
various local bodies and autonomous organisations of the State Govt. should be ideal honest consumers and
pay their electricity dues in time. Instructions may be issued to the district administration not to intervene
and rather provide necessary assistance to the DISCOMs to ensure that up-to-date electricity dues are paid
by the Govt. deptts., ULBs, RLBs including essential service organisations like health, water supply, police
etc. The possibility of putting pre-paid meters by the Govt. departments and the organizations under their
control may be examined and views of State Govt. may be indicated.

Effective functioning of the Energy Police Stations:

The line of command and control of the Energy Police Station is currently an integral part of the general
Police Administration as a result of which their special role gets diluted, amidst the competing needs of
general law and order and crime control. They need to stand apart from the general run of police
administration and act on a dedicated basis in tandem with the DISCOMSs who are distributing and supplying
electricity. The West Bengal model where a very senior police officer at the level of an IG works with the
West Bengal State Electricity Distribution Company Ltd. and is responsible for theft prevention, detection
prosecution and liaison with the police. West Bengal though has only one DISCOM for the entire State while
we have four DISCOMs. We would, therefore, consider having one senior officer working with the Deptt. of
Energy and being responsible for theft prevention and detection in all the four DISCOMs. He could supervise
and monitor the working of all the Energy Police Stations and ensure their effective functioning. As an officer
of the State’s police administration, he could liaise easily with the police and act as a bridge between the
Electricity Utilities and the Police. If we can reduce the AT&C losses to a reasonable level and prevent theft
fully, it would not only mean huge revenue gains for the DISCOMs but also fairly large increases by way of
Electricity Duty for the State Govt.

The Commission would like to know the exact steps taken by the State Govt. to act on the advice of the
Commission indicated above from time to time.

CAPEX Programme:

Energy Deptt. in their notification N0.9230/En. dt.21.10.2010 have indicated that out of Rs.2400 crore are to
be invested for Distribution upgradation during 2010-11 to 2013-14, Rs.300 crores is to be provided during
2010-11 and Rs.600 crores during 2011-12. There is a budget provision of Rs.205 cores during 2010-11 and
in that case the total amount to be provided during 2010-11 should be increased to Rs.675 crores. The
amount of fund to be provided during 2011-12 by the State Govt. may be indicated for the DISCOMs. Besides
this, it is understood that the State Govt. have decided to provide Rs.300 crores as viable gap funding @
Rs.60 crores per annum to the OPTCL for construction of Grid S/Ss and associate transmission lines in backward
and inaccessible areas to improve in quality of supply, particularly to solve the problem of low voltage in
different parts of the State. The exact amount and the nature of State budgetary support to be provided to
OPTCL during 2011-12 may be spelt out.

Implementation of Intra-state Availability Based Tariff (ABT)

i)  OERC (Intra-State ABT) Regulations, 2007 was published in Odisha Gazette on 14.2.2008 for
implementation of Intra State ABT from the same date. Intra State ABT would mean GRIDCO would
draw power from the generators of the grid based on its submission of schedule of prior to be drawn
one day ahead. Similarly the distribution companies should restrict to their drawl as per the day ahead
schedule submitted to GRIDCO. This would avoid over drawl by GRIDCO from the grid and also over
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drawl by the distribution companies. But the same has not yet been actually implemented due to various
reasons. In the meantime the Commission have organized a number of mock exercises for the distribution
companies, GRIDCO, OPTCL and SLDC to sensitize them regarding the need for implementation of Intra
State ABT in order to avoid the over drawl from GRIDCO and consequently higher financial implication
for the distribution companies arising out of over drawl of energy compare to the amount allowed in
the ARR of the respective distribution companies.

ii) Ifthe ABT would have implemented in practice in financial term for the period 29.3.2010 to 29.8.2010,
the implication would have been as follows:-

CESU to pay to GRIDCO - Rs.125.03 crore
SOUTHCO to pay to GRIDCO - Rs. 10.33 crore
NESCO to get from GRIDCO - Rs.26.98 Crore
WESCO to get from GRIDCO - Rs.109.64 Crore
GRIDCO were to pay to four

Distribution companies a net amount of - Rs.11.26 Crore.

iii) In order to avoid the over drawl and consequently to avoid payment of higher amount on the over
drawl amount of energy by the distribution companies it is necessary for implement of ABT without any
further delay. The drawl schedule by GRIDCO and consequently by the distribution companies would
be as per the availability of generation and there should be in proportion to the amount approved in
their ARR. Consequently distribution companies have to restrict their power supply to different areas
keeping in view the amount of power to be allocated for drawl based on the availability of power. This
will discipline the distribution companies as well as GRIDCO and would avoid piling of outstanding dues
of distribution companies payable to GRIDCO on account of over drawl of power at the end of the
financial year and the dues are to be settled on weekly basis. The amount on account of over drawl
would be adjusted as first charge along with BST. The Commission is contemplating to implement the
intra state ABT from 01.4.2010.

iv) The Commission would like to have the views/comments of the State Govt. on this regard.

There is a mismatch between supply and demand of power in the State and accordingly the State may face
unavoidable situation of rationing/regulating the power supply. In response to the staff paper circulated by
the Commission, suggestions have been received from certain quarters that high end consumers like industries
and other institutions opting to avail uninterrupted power supply should pay higher tariff because GRIDCO
have to purchase costly power to ensure uninterrupted power supply to such consumers. This higher tariff
may be in the shape of reliable power surcharge or power market surcharge as has been adopted in Pune
and in some other states. This would mean having different tariff for different category of consumers and
different areas also. Commission would like to know the views and comments of the State Govt. on these
proposal/suggestions received from the high end consumer groups.

Views/Comments/Suggestions of the State Government on various issues outlined in the preceding paragraphs
may be communicated latest by 31.01.2011 for due consideration by the Commission while finalizing the
tariff design for the year 2011-12.

Yours faithfully,
SECRETARY
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PERFORMANCE OF DISCOMs AT A GLANCE

CESU
NESCO

WESCO

SOUTHCO
ALL ORISSA

CESU
NESCO

WESCO

SOUTHCO
ALL ORISSA

CESU
NESCO

WESCO

ALL ORISSA

Price

CESU
NESCO

WESCO

SOUTHCO
ALL ORISSA

SOUTHCO |

BSP Orissa+ Trans|

~ Distribution Lnss LT _ h Dlstnhutlnn Luss Dveréii_
zuus 10 2010-11 2009-10 2010-11
OERC Actual Up to OERC Actual Up to
Actual | Approval| Sewt200 |actai | Approval| septzoio
| 51.97% | 29.40% 50.10%, 3943% | 25.37% | 38%
- 55.83% | 29.40% | 54.94% | 3252% | 18.46% |  328%
62.49%  29.40% | 62.56% = 34.68% 19.93% 37.2%
| 56.22% | 20.40% | 54.52% | 48.02% | 27.82% | 47.8%
 56.26% | 29.40% | 55.04% | 37.24% 2222% | 375%
. AT&C Lt;_:_s__s LT AT&C Loss Overall
1200910 2010-11 2009-10 2010-11_
OERC | actual upte OERC Actual Up to
Actual Approva| Seet2010 lactual Approval Sept.2010
53.65% 36% 58%)| 41.20%| 27%, 43%
| e580%  31%  73%|  3573% 20% 43%
! 7. 49% 0 31%. T76% 35.74% __22'_?@;__  44%
i 59, 39*{@_1[_ 31% 65% 50.16% 29%| = 56%
 B1.67% 31%, 67% ~ 39.15% 24%| - 45%
CGLLECTION PER INPUT-LT(Paise Per Unit)
i (2009-10) | (2010-11) -
| Target for | Achieved | % of Target | Target for FY |Achieved UP]
2009-10in | for 2008- | Realised FY  ~ 2010-11in TO Sept | %of Target
Paise 10 2009-10 Paise | 2010 'Realised
£ 131.02 110.39| 84.25% 174.90 | 138.76 |  79.34%
120.05| 81.06| 67.52% 14320 81.89  57.19%
|
9495 664 eee3% 10040 | 7278 | s581%
1_;35.09| 115.02| 85.14% 14370 | 106.23 | . 73.92%
118.73| 95.36| 80.32% 154.76 104.@1  67.59%
142.70 193.75 |
GCILLEGTlON PER INPUT-OVERALL(Paise Per Unlt} .
! (2009-10) ) | (2010-11)
T T | % ofTarget
| Target for 2008| Achieved for | Realised FY | Target for FY 201{: Achieved up 1:0 eof Target
' 10_|1'|___F’a|56 2009_'-10 ) 2&9—_10 _ 11 in Paise Sept2010 |  Realised
201.72| 176.47| 87.48% 236,73 21487  90.77%
192.07| 180.17 | 93.81% 260.69  208.84  80.11%
203.13| 201.73| 99.31% 257.15|  212.37| 82.59%
169.44| 137.36 | 81.06% 196.07 15513 79.12%
. 196.32] 180.89 | 92.14%| 244 .37 205.56! 84.12%
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OVERALL PERFORMANCE OF DISCOMs

200%-10 Zna-
1959-00 7.4 2laa. 1 (Pravisiznal] {Frevisianal}
Acbaal DERG | Actual | ©ERG Actuct QERE | g QERC ':"*"“'
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MESCD 4% %R, e oo | TEAls AR | 3R | AFETes 15755, %7 TEE,
WESCD FATY, FOTE - | TEaas aErA, | FFECR | mamEss 137133, 3T LR
SOLUTHSOD 1545, FNATE RN T Eh Pt A7 RN TEFE | AR LT T RFL, 4T TEE,
alL ORIS3A 45.81% o 374355 O TR0 2d.d5% | 5T.24% B2 2% ST54%
B. 2001 FCTION FRFICIFHCY (%)
CESLU BITEYN 0T 03 2507k Ea L E LI I B R = E I B
MESCD TN FA00 T a5a7n Fo - L A0 | ZE D4 =R .35
WIESCC 4% N FECT g L ST Fo ) 0 | RE TS = B FA5
SOUTHCO TATE Ed. 0% 240304 200k £4.:104 AN | EERES 2025 H L A
ALL ORISSA TIE% .10 Ba1.41% =L R dO.00% | BABESS E 0 EH.20%
G AT & C LGS %
CESL I BATEY dqtaf | adbka | oGoacw Q=rta | 25 | atoes 2 e LI
MESCD B E N Jrgene | oamra | owazan LI | PR QT L LR BRI UL 20 K Ly
WELL EN PR P | arioa | sy LENERE N F LR BTN X P LN Ld. 30
SOLUTHSO RN Mol | qu-ra | oaoauy S LIE R I LR Y R 2 22 Am Ly
A0 CRSEs il [ M4 | AL, | mlmms 1854, | 25.06%. | 3nas 23T, 44.BGY,
LT FERFORMANCE OF BECOMs [Based aon Performance Review Data)
199840 H0a7-04 240504 'E':II.:IE.-1 a 20141
(Pravisienal]
Achual oERc | L. | OERG U - OERC ";‘:{i‘“
LA Bpiprixal Bl gl bnpicreal
b LT LOSE (%)
CESL A1-7%, 74 4 EeAN | WA RO | RETARS | moET TR AN
MESCD r? ny, AR ik DL R B LA, | R3CER, | RREE T340, T4 4%
WIES Bl A4% e L RN AT FEESA R LU - | 23 -7% Az E5
SOUTHCO kY Ao 21445 KEEN L 23.50% | SECEA 29 °3% 91505
ALl ORIsSA 55 1% 4200 78455 EL(BC 94,0885 S4.04% | 9828454 2. 40%: 55.04%
B. 2001 FETIOR FRRICIFRGY IMTT %]
CESL AT [ L] et A501% [LE bt An i | 2RSS 2025 R MRCrA
MNESCD T3 4. TLIMS A5A0% TLEA gl | PTARA = R
WESCCr A EECT % TR SEEIE gl ik A0 | FELNE EH I e S 200
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NB: 1) AT& C Loss for LT(OERC approval) has been calculated based on overall collection efficiency data.

Il) The Overall collection percentage for 1999-00 has been assumed as LT Collection Efficiency for FY 1999-00 for

Calculating AT

& C Loss
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VARIOUS PARAMETERS OF APPROVAL IN BUSSINESS PLAN

200708 | 2008-09 [ 200910 2009-10 APPROVED IN BUSSINESS PLARN

"";tl:da_" Tl”;_'" ""iF:I':';;t‘:d ‘E‘;t:f " | 200809 | 200810 | 2010-11 | 201112 | 201213
PURCHASE OF FOWER {MLUJ ualfer 54 :EE;';;E%“;;;. n;;'gi',;‘,;gr;*
[ = AR S h R H5:dR 0 SR h R-R By 547700 L SEEE
HESCO 18540 | #5150 ¢2e80 47053 | 4S80 4Areze| szl s4880|  57EDS
Yl B = H35h 5435100 L= S 5350 B = 5L 55N L R
SGATHEO PoTeg | 247Rs | 24810 22sss| 2qFns | Zoaes | 23880 2mao|  zosno
ALL ORIZSA| 172125 | 167718 | 163210 194848 | 167718 | 19663.2 | 201540 | 227552 | 235207
SALE OF POVWER (MU}
CESL 2031 | 23850 | 44587 sFESc| coi0s| 4ot | cTmiz| SsE0A | S0%64
[l S0 A I R B 3345 3700 °4d A 3HE D e o2 e | [ e - Ladahy 45705
WESCD 2¢945 | +2se25 | 438551 4080 | c7oas| 4gdea| comos | SEmEz|  SaERz
OO 115 1159 ™M 1,555 52 1,755 5 157143 ERSE 1.4 72 ANANE AL
ALL ORISSA | 10TEL1| 117325 | 142855 122280 | 126843 | 150022 | 156765 | 178178 | 185333
DISTRIBUTION LOSS (%) &aaraved Cratribution Las=
CESU crdge | chses | 25.a0% 304 | 2oacw | 2es0e | 25aw | zdocw | 230
MESCD MATH | 45T | 2300% 325 | BSO0M | 2200% | cmaes | cmeomwe | 10035
WESCD BEAE% | BLG0% | I2E0W  soes | 2500% | 22A0% | cosaw | cowrow | 1me0w
TOUTICO | £340% | <RT0% | 2rome a00zw | ododmw | 2razw | zvasw | zascw | 2550
ALL OFIZEA | 37.48% ar.o0% 24.4 9%, FT.24%, 27.05% 24 4T% I2.23% 21.70% 21.200%,
COLLECTION EFFIGIENCY (%) Approvesd Gollection Efficicncy
[ Ha R 1 Kl': E L ERNE AL GA, A4 O A LA BEME [ Lo [ B
HESCO 02 15% | 9250% | DE.OOW D524 | 9504 | DBOW | sEo0w 09.0% 3 0%
Yl B A 31, 2 R LYY A 0 Ari 2K 245 B LR AN [ L L] e
SCATHCO | 84.05% | 842 | saeow 0500w | deow | smesn | ssow 9%, 2%, S D%
ALL ORISSA| 93.41% | D296% | 98.00%  OE36% | 954% | 960% | 94.0% 59.0% 99.0%
AT E C LOSS %) Lpproved AT & C Loss
CESL c4ag% | <3z | 2TFER 410@% | 2204% | ZeTTe | meaew | strew | 2o T
NESCO 3C8E% | 3G48% | oS54 36TEN | 202mt | 24500 | zacess | cwoze | o190
WESCD s | oaradm | 2405%  SETAN | 2Fedw | 24.08% | =isaw | zoscw | 20405
OO EH S by L {1 LY MY G Ll 725 Mg RENL Ry SR FER PEER L PR
ALL ORISSA [7A160% | 41.809% | 2506  2045W | 30d40% | 2508w | 2377w | 2248w | z1gon
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REVIEW OF PERFORMANCE OF GRIDCO FOR THE YEAR 2010-11 (upto Sept,2010)

B. SALE OF POWER

A.EXFENDITURE 20M0-11
Appravad Ailf::Tl.::L
by BERC P
(Rs. Cr Sept, 10}
i Rz, Cr}
Powar Purchase Cost for Currant Year 2 ESE.A5 238726
Ewtiplayeas Cosk 4,57 245
A G Coet cxy
208
ERLDC Charges n2
Inberst & Finanoe Cha et 18464 17212
FPasgt Power Furchase Dues <4 RO
carry Farvard of previous losses P W1
135 B4
Pirinclpal Repayment pim e
TG TAL Expanditura 4242 44 2T0.TT

ESTIMATE BY QERC FOR

ACTUAL FOR 201 0-11 {upto Sept,2010)

2010-11
Source Auyg.  Amcd & rannnr E:z:l':_:; BQ"I”L':"’ o
Sule MR | Rate  Bilksd (Re |3MD0 MT0] Sale (90 Rabe P3| Billed R il rahats | Racalad
Al ey B Re g [Rein e
CLEJ Gl | k1D “.LLr ALY ELL S L= EO-RH Wl 134
e [ 2y l2EAL | LD S50, FRekil = W e EEIpL] L M H)
woEsn GoAddll | Hd DD R P L | Lgls HN TN Ted iy H1U.EE (L L] | 2.1
L% Py L 2, J5k L1 i el | [ R 1155 42 T.ar |
TOTAL OIGTSO: 0,154.00 | 1702 3.481.15 L1ES4 055445 qebes  1,780.60 1TE S 1027
TR [ ] (-1l uls B “LIF 11.11 Jald
el L G0 1000 | B e Al 114 4L SAnRS L SR EA 111
il QU iz i 240 04 i dald
Re.lur aod Poessr Berklwy 1P™3 KM 233
ELUB TOTAL 10.00 5.0 g50.7% fr=rln =) <12.30 g e 0.oo
Hcozraklz nom L 5000
Mol 2. Kool
GFaND TaTAL 20,164.01 140627 11.400.20 Ll 21020 1,182 R1 1237
. EAP {Rs, Crorey -G08 5 -E00.5Y
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INSTALLED CAPACITY & NORMATIVE ENERGY AVAILABILITY OF ODISHA

Grissa Share Ex-blrg .
SENERATIMG STATHING cn.lmglsw DF‘“""E awai lability to REMARME ﬁ;"u:u‘f:'ir:'
L 3, (TN MU GRIDCO -
STATE STATIONS rau
HYDRO (OHPC)
- E T i S o i P e | - ; n -
4 RakJD Eopli: 10500 ze| 117 11622 50 A5
4 _IME _A AT TE 100 00 sal| 11m32 1172 TETAG
L'zein =r=jw bess oL L bars -
T i 100 ¢ az E5Z D AT | A en em 2 % 42813
Azh 3] i 1005 5] Jil LUL P ]
FD AT ENLI 100 00 oo | 1Bz 1924 141475
Sub TAal zaza 5,6TE 5,618 3,770,13
P&k IFI I L o &7 T e M R 05
TOTAL HYDRD 228 B304 £.274 408606
BMALL HYDRO
ZAMALS] FoPCL) |34 100 ¢ 20 He HE] [ - "d.58
MEEMA<SHEE FEF | 7135730 1005 5] e S [4g | SATS-mEen G £ 14140
TOTAL STATE HYDRO 2142 iR EF 4,132 421175
THERMAL
I " - — = - Cread b CLT O A Sl - _
OTPS 2210 100 ¢ 42 2923 cE2Y Ftak S LR
3 . - - - - - b = T o 1T [ I el el o | R
T2 246D 10200 A5 3204 ZAST [ eyl o 225547
IRPs
e - . . . aorgderng <L- L% ard
P Starlie Frzrgs A S0 i 4 05 1T ;C‘,[-‘_,_J,:_f,_r_l R
- A - - TACARTN L= AR
Arall Hele .20 51 L S [ gl 4t h
TOTAL STATE THERMAL 1ga0 | 10203 T £.202.04
STATE TOTAL 16T | 16097 15,253 W,112.75
oLl T I Tl - A BT 1 B L0
CENTRAL STATHINE SRR T T AT O e Fr e T
HYDRO
Ty e Aot AT _
UK 3033 Neuibabiily = 15 T% A1 ;-3 FTE | sesoc o brmToroae 253,35
O ero | A kldlaaen 0 RARER
TALA &' TD-1000 4253, 43 151 3 1257 | T i-ioloorbite 27 13882
o R (R S i ) |
TZESTA FUTD-EID mETh L A SO7.Z [ et Cnenun gk s 514,05
LU L o S
TOTAL CENTRAL HYDRGD 133 1544 g | 820,33
THERMIAL
- RS - . - . e P e | L= orulla lw Lorn o
SETRE =TT GO (S L e VAR LT A 1,7 0
e —=pr_ e - - . R -~q,E = SITOOERES A s Chaa A -
TITE - E00- 000 3ETH re| caere L TP Z.121.15
TEFs Il *E00-2000 10.00%, 03| 1a8sT 13ez4|h ﬂ‘f‘m.‘;;” * 1.4E1.8%
AHE 1FY - R 10.2d% E1REE 39 | e i L
AHE IFS - | A=Y 16 @ Bt Vi [ar s vy i it
TOTAL CEMTRAL THERMAL ars | 6G00d BABDD EGGE.AD
SUB TOTAL SENTRAL SEGTOR. 1062 [ 7AR4T BT 33 6,575.73
TOTAL [CENTRAL+STATE} 4734 | 244815 26360 MZe 680048
CH L re-Cararatar M
J Coer Daeal 1.257.75
Erierzr Banenz & Trading 1250
TOTAL 21,040.17
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DETAILS OF TRANSMISSION PROJECT DURING F.Y-2007-08, 2008-09 , 2009-10 & 2010-11
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GRIDCO DRAWAL FROM CGPS & CO-GENERATION PLANTS (PROVISIONAL)
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PERFORMANCE OF FRANCHISE IN WESCO FOR FY 2009-10 & FY 2010-11(upto 9/2010)
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CHAPTER -4

A White Paper on
Power Sector of Odisha







A WHITE PAPER ON POWER SECTOR

The Status of Orissa Power Sector before the year of Reform

1.

The Orissa State Electricity Board (OSEB) was established in 1961 under the Electricity (Supply) Act of 1948.
On its formation, the transmission assets of the Government of Orissa were transferred to the Board which
also took over the distribution systems and small generating plants of the various privately owned Electricity
Companies in the state. The Electricity Department of the State Govt. continued to execute major generation
projects with associated extra high tension (EHT) transmission lines and substations, which on completion,
were being transferred to the Board as asset loans. A State owned Orissa Power Generation Corporation Ltd.
(OPGC) was created on 14" November 1984 to take up the construction and operation of a thermal generating
station using Ib valley coal. OSEB played a major role in the growth of the State’s power sector. However, by
the early 1990s it became clear that several things were seriously wrong with the Board. Inadequate
investment in the sector, poor management, dismal performance of OSEB’s own thermal station, mounting
technical and commercial losses, skewed tariff, poor customer care, increasing gap between demand and
availability of energy were all symptoms of the deepening malaise in the Electricity Board.

A matter for serious concern was the growing transmission and distribution (T&D) losses which had a crippling
impact on the finances of the Board. Statistics put out by the Board and even the Central Electricity Authority
/ Planning Commission reported Orissa’s T&D losses in the region of 23% over a number of years. But these
figures did not take into account the losses taking place owing to non-billing, non-collection and theft of
electricity. The under statement of T&D losses was not unique to Orissa.

The audited accounts of OSEB, however had been pointing out a different set of figures depicted in the
following table:

Table -1
Year Generation) purchase WL Sales [MU] as per revenues return TED Loss %
1890-91 44015 3525103 45.30
1%9] 52 T331.14% 447,539 44,80
1a92-93 10,414 3904.078 45.01
1593 o4 TAIG,412 4573428 4157
1994-55 2493307 4535432 45.54%
1585 D SThE 23 517E.E04 46,94

The Planning Commission in its Power and Energy Division Annual Report of April 2000 on the Working of
State Electricity Boards and Electricity Departments, reported that while the T&D losses for the country as a
whole varied between 19.8% in 1992-93 and 24.5% in 1996-97, in the case of Orissa, the losses were as
under:

Table -2
Year T&D Loss [Hags)
1942-04 215
19403-34 1.4
19%4-9% 233
1945-05 48.9
1956 97 49,47

nrr/y



A footnote to the report explains that the sudden jump is due to “the realistic assessment of T&D losses in
the power system after restructuring of OSEB. Similar position can be observed in case of Haryana and
Andhra Pradesh who also opted for power sector reforms”.

Another nagging problem was growing power shortages. These started being felt from the mid-1980s and by
the early 1990s, the shortages had become acute; the peak shortage shooting up from 24% in 1991-92 to
37% in 1993-94, exceeding the national average. Government of Orissa had to issue statutory notifications
regulating the supply, distribution and consumption of electricity by consumer groups. Industries suffered
power cuts ranging from 25% to almost 70% of their requirement depending upon vagaries of the monsoon.
Rotational area load shedding for consumers was irritatingly common. The worsening situation compelled
industries who could access funds, to go in for captive generating plants; those who could not, suffered
irreparable production losses. It was only with addition of capacity at Orissa Power Generation Corporation
(OPGC) from August 1994 that restrictions ceased to be imposed.

The poor performance of OSEB’s only thermal power station at Talcher (TTPS) was another distressing feature.
The plant suffered from mismanagement. It had a work force far in excess of requirement, high auxiliary
consumption and extremely poor plant load factor (PLF).

Table -3
PLF %

T=ar India Crrissa
1950-91 E3.90 33.90
1947 -4 P 0] AdLE
19%%-93 57.10 31.50
1943-94 EL.0 3E.50
1954 9% GOLC0 25,00

With generation projects being executed under the Government and growing emphasis on village
electrification, by far the major part of the investment in the power sector went into those areas, starving
the transmission and sub-transmission segments. A review of investments in the power sector disclosed that
as much as 88% of the total investment was being made in the generation and rural electrification segments
leaving a meager 12% for transmission and system improvement. Almost all EHT lines and sub-stations were
loaded fully without any standby capacity. As a result, supply had to be curtailed or shut down even for
routine maintenance. Preventive maintenance had often to be deferred for this reason. Technical losses,
particularly in the HT and LT distribution segments grew and reached the unacceptably high level of 23% by
1994-95 as under :

33KV Lines 6.22 %
33/11 kV substations 0.85%
11 kV lines 6.7%
11/0.4 kV substations 1.72 %
LT lines 7.46 %
Total 22.95%

Over the years, the tariff set by OSEB (as indeed practically all other Boards in the country) got progressively
skewed, with industries bearing a disproportionately heavy burden of costs. The beneficiaries were the LT
group of consumers who met only a significantly lower portion of the cost. Despite the pattern of cross-
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10.

11.

subsidy which was heavily weighted against industry, the overall tariff did not cover the entire cost. For
example, in 1992-93, OSEB tariff covered only 78 % of the cost and in 1993-94, it worsened to 71%.

The Cadre of engineers with OSEB was all along held by the Government of Orissa; the only state where the
Board did not have its own cadre of engineers. Coupled with the continuing financial strain, there was virtually
no effort towards innovation. The use of Aerial Bunched Cables, LT-less distribution, energy audit to identify
areas of large T&D losses, streamlining meter-reading, billing and collection procedures were neglected. The
expansion of the LT network permitting easy theft of electricity, compounded the problem. There was no
system of timely writing off of bad debt; “receivables” came to be as high as 190 days’ average revenue.

A number of steps had been taken by the Government over the years to strengthen OSEB’s revenue collection
and theft reduction. Theft of line material had assumed alarming proportions and this led to the enactment
of the Orissa Electric Supply Line Material (Unlawful Possession) Act in 1988. Amendments were carried out
in pre-existing law to provide for electricity dues being recovered under the Orissa Public Demand Recovery
Act. A dedicated Magisterial Court was established to expeditiously dispose of electricity theft cases, and a
special police organization was set up for this purpose, headed by a very senior Police Officer. None of these
steps however produced the desired results.

Under Section 59 of the Electricity (Supply) Act 1948, the Board was required to fix its tariff in such a way
that after meeting all expenses properly chargeable to revenues and after taking into account subsidies from
Government, it should have a surplus of at least 3% of the value of the net fixed capital of the Board in
service at the beginning of the year. Till 1970s, the State Government was able to make the requisite
subventions to the Board but things started changing for the worse. The progressively increasing burden of
subsidy could not be met by the Government and the unpaid amounts due to OSEB went up to Rs.334 Crores
by 1994. Clearly, the Government was unable to meet its statutory obligations under the Electricity (Supply)
Act.

It was in this background that the Government decided on a comprehensive reform and restructuring of the
power sector which started in the year 1996. In the meantime 14 years since has passed after the initiation
of Reform. Let us examine the present status from which we will have a fair idea of the power sector of
Orissa today.

Benefits of power sector reform
Reduction of AT&C loss from 60.90% in 1998-99 to 39.15% in 2009-10.

Though the Transmission and Distribution (T&D) loss in Orissa during the period of OSEB was being reported
in the region of 23% over a number of years these figures did not take into account the losses taking place
owing to non-billing, non-collection and theft of electricity. The audited accounts of OSEB, however, pointed
out a different set of figure. The T & D loss was increasing from year to year but gradually declined after the
distribution was privatized w.e.f 1.4.1999.

* The T & D loss which had reached a level of 51.02% in 1998-99 has been decreased to 46.68% in 1999-
00 and 40.33% in2008-09 and 39.93% in 2009-10.

*  The collection efficiency has increased from 79.92% in 1998-99 to 92.98% in 2008-09 and 96.96% in
2009-10.

*  From 1999-00 the concept of Distribution loss and Aggregate Technical and Commercial (AT&C) loss
has been introduced in place of T & D loss.

%  The Distribution Loss has declined from 43.91% in 1999-00 to 37.50% in 2008-09 and 37.24% in 2009-
10. The AT & C loss was 56.7% in1996-97,58.8% in 1997-98 and 60.90% in 1998-99.The AT&C loss has
declined from 56.71% in 1999-00 to 41.89% in 2008-09 and 39.15% in 2009-10.
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*  Thus while the T&D loss was increasing during OSEB period, the Distribution loss as well as AT & C loss
have declined from 1999-2000, though at a slow speed. Hence, it can be said that loss level has declined
in terms of T & D loss, Distribution loss as well as AT&C loss after the distribution of electricity was
privatised w.e.f. 1.4.1999. The comparative position may be seen from the Table given below:-

Table -4
toar T80 Loss | Dlstrbution Loss Collection ATRC All India ATEC
Efficiency Loss Loss
TH1-41 R L - M AR Y
1951-92 A1.80% i 4202 % 19.2%
TS -3 A 411 - 971.51% [ 82 I Y
199354 AL.57% i 25.15% 19 7%,
LR R R LY Qin, S - T Y T M
1995 -96 16.54% i 9212 % 51.1%
T99E - AL, LY - I b, kA
1957 93 49,24% 21,17% 53,5
1992 -59 51.02% : 79 524 50,900
TN = FIK] div BE' A 9% L b AT
2000401 A6.50% 14.01% 73.72% £5.02%
AT 12 HIL19% Jrd0 % P e T 1831
2002 03 13.73% A0.75% 22 A5, n1.15% 32.51%
FHIE1d QL1 T N o 1a I L R Ad. et
20041 05 AL.53% 39.21% a1.00% 11.63% 31.33%
A0S IR [ W L AR 91 .5R% o Ek AL
2006 Q7 4LG7% 38,57% 87,377 43,25% 30,59%
2007 03 11.13% 37.43% 93 A1% A1.60% 29.21%
FHOR <149 aqr1. 55 JLroalrka 32 QR d1.59% AR Ad;
2009 -10 32.93% 37.21% 3695 % 39.15% N
A11-11 [IJ PEn f'i-H.'lT_,'Il:]] A T 0 M YR b mivka
2010-11
| Approved| AhOERR dEAM R A (K] Ak
;ﬂtﬁuﬁfiﬁ"n’]”"”“ 24,754 21,700 09 00 2248
I’Z_'L'Ili’?n';;"if:‘m“w” 21.19%, 11.20% 99 00% 11.99%

12. The Growing Power Shortage arrested and improved-The peak shortage of 24% in 1991-92 has declined to
2.48% in 2008-09 and 7.1% in 2009-10.

During OSEB period the power shortage was increasing from year to year. Problem of power shortage was
felt from the mid 80’s and by end of early 90’s the shortage had become acute. The peak shortage had shot
up from 24% in 1991-92 to 37% in 1993-94, exceeding the national average. This problem has been solved.
After 1999-00 there has been no statutory power cut except in May-June due to low water level in the
reservoir. Power surplus was continuing till FY 2007-08. Due to decline in rain fall, there was marginal deficit
during 2008-09. While the peak demand deficit was 2.48%, the energy deficit was 1.4% during 2008-09 and
during 2009-10 the peak demand was 3491 MW and shortage has been contained at 7.1% and energy deficit
has been contained at 0.9%. The position is likely to improve with generation by some of the Independent
Power Producers (IPPs) as well as the installation and operation of Ultra Mega Power Projects.
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13.

14.

The benefit of non-revision of tariff for nine years and lower tariff rate in the sector

Another important significant achievement of power sector is that tariff has remained constant on an average
from 2001-02. There was overall tariff rise of 28.5% during 1993-94, 15.73% during 1994-95, 17.47% during
1995-96, 17% during 1996-97, 10.33% during 1997-98, 9.30% during 1998-99, 4.50% during 1999-2000,
10.23% during 2000-01 and the average tariff has remained constant from 2001-02 till 2009-10 and during
2010-11 the average tariff increase is 22.20% over the average tariff of 2009-10. When compared, the tariff
rise with the increasing Whole Sale Price Index from 1995-96 it will be seen that there is actual decline in
tariff by more than 30%. With the rise in cost of coal and oil, equipments, transformers, cables together with
rise in salary and pension the cost of generation and procurement cost has increased. Further, the hydro
power as a ratio of total State demand has also declined from 56.67% in 2004-05 to around 21.63% in 2009-
10. Since there has been no substantial addition of hydro generation and more and more reliance is being
placed on high cost thermal power there has to be tariff raise from year to year basis in order to ensure
payment of cost of power and to take up minimum repair and renovation work of the distribution network.

Incidentally it may be noted out that the tariff in Orissa is one of the lowest in the country. In 2008-09 for an
embedded consumer of 5 MW at 11 KV (33 KV in some cases) while average tariff was 490 paise per Kwh in
Karnataka, 390 paise in Maharashtra, 340 paise in Keral, 337 paise in Chhatisgarh, 255-287 paise in Andhra
Pradesh, 245-330 paise in West Bengal, tariff in Orissa was 245-290 paise per Kwh..

Direct accrual of Revenue to the State exchequer

*  Before power sector reform in Orissa was undertaken from 1.4.1996, the subsidy to power sector on
the average was Rs.250 crore per annum and this has been withdrawn from 1.4.1996. If the subsidy
would have continued it would have been more than Rs.1000 crore by 2009-10 per annum. This has
helped keeping the revenue deficit of Orissa on a declining path.

*  In2006-07 alone different State Governments have provided the following subsidy to their power sector.

Andhra Pradesh - Rs.1973 cr. Rajastan - Rs.700 cr.
Tamil Nadu - Rs.1330 cr (Electricity Duty is also retained)
Gujurat- Rs.1767 cr. Jharkhand - Rs.392 cr.
Uttar Pradesh - Rs.3105 cr. Delhi - Rs.92 cr.
Punjab - Rs.1845.81 cr.

* Inthe disinvestment process form OPGC of Rs.603.20 crore was utilized as general resources for State
budget. OPGC was operating at PLF 55.14% in 1996-97 which has increased to 90.18% in 2006-07,
82.60% in 2007-08 and 88.7% in 2008-09. It has generated about 2433.29MU in 2009-10 and likely to
generate 2853.53 MU in 2010-11 it is now paying dividend of Rs. 75 croes on the average per annum
and by now it has paid Rs.611.24 crore to the State Govt.

*  OHPChave invested Rs.377 core from its own internal resources and by borrowing and have completed
the then incomplete Upper Indravati Project on 19.4.2001. Its installed capacity is 600 MW. Its generation
has increased from 1736 MU in 2000-01 to 2948 MU in 2007-08 and 2221 MU in 2008-09.(1414.75 MU
in 2009-10 and 1942.38 MU estimated in 2010-11)

*  The revenue from sale of TTPS to NTPC in 1995 has fetched 356.00 crore to the State. TTPS which was
operating at less than 30% PLF is now operating at PLF of 90% and its installed capacity is 460 MW. This
power is being totally available for State consumption. Its generation has increased from 1320.82 MU
in 1996-97 to 3114.63 MU in 2007-08.(3339.19MU in 2008-09 and 3255.97MU in 2009-10 and
2957.32MU estimated for 2010-11)
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*

Revenue from disinvestment from distribution companies of Rs.159.00 crore have been utilized to
reduce the liabilities of GRIDCO.

The sell proceeds of TTPS of Rs.356 crore has been utilized by GRIDCO to meet its past liabilities

Collection of electricity duties has increased from Rs.121.35 crore in 1995-96 to Rs.359.38 crore in
2008-09 and Rs 459.96c¢r in 2009-10

As a result of withdrawal of budgetary support to the power sector from 1996-97 together with
disinvestment and other fiscal measures the State consolidated fund has been enriched and Orissa has
been converted from a revenue deficit State to a revenue surplus state.

Revenue deficit in 1999-00 was Rs.2574.19 crore (-6% of GSDP) and Orissa has been converted to a
revenue surplus of Rs.481.19 crore in 2005-06 and it has increased to Rs.3419.89 crore in 2008-09
(+2.80% of GSDP) and Revenue surplus of Rs.1138.62Cr in 2009-10 (+0.75% of GSDP).

The fiscal deficit 3836.43 crore in 1999-00 (-8.94% of GSDP) has been reduced to 584.03 crore in 2008-
09 (-0.48% of GSDP)and Rs2265.37Cr in 2009-10 (-1.5% of GSDP).

15. Electrification

*

*
*

As on 31.03.2010 out of 47525 numbers of villages in the State 29735 nos. have been electrified which
constitutes about 62.6% of total villages. (All India villages electrified as on 31.08.2010 84.9%).

About 21% of the households is un-electrified i.e. yet to be electrified.

Per capita consumption of electricity per year is 510 KWH against all India average is 704.2 KWH (2007-
08 report)

Consumer Profile

16. There has been substantial increase in the number of consumers from year to year basis. The total number
of consumers as on 31.03.1999 was 14,24,640. This has increased to 27,50,935 as on 31.03.2009 and rise to
29,43,478 as on 31.03.2010. With implementation of village electrification under RGGVY and BGJY the number
of consumers likely to increase to 68, 00,000 by 2011-12.

Table-5
All Orissa Consumer Profile (Nos.)
31.3.2010
(] Y | 41.3.1954 31.3.2003 21.3. 2005 pﬁll:ﬁqul;.:-n”r_p

TRy

L5 SLAG10 10L12%7 10GHEZ0 1143500
NESCC 251703 nTaMl asa 24 BOTATT
WESCO 295415 AS1DE0 027345 nE9147
SOUTHCLD A22412 520478 552716 AA31E54
Total 1424640 610516 281908 2943478

Source: Tariff Filing
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Table-6
All Orissa Consumer Profile (Nos.) (Voltage-wise)

Valtage Level 31,3.2008 31,3,2009 31.3.2010
LT JGOBEED 2812687 2041364
Hl 1551 hady AEM
EHT 71 71 75
Total 2610516 3R10 205 1343475

Source: Performance Review

17. Transmission Lines and Substations

18.

19.

The State has following categories of transmission lines and EHT sub-stations as on 30.09.2009.

400 KV lines (Ckt Km.) - 446.103
220 KV lines (Ckt Km.) - 5165.375
132 KV lines (Ckt Km.) - 5007.915

The State has 91 nos. of EHT sub-stations and switching stations under OPTCL

Installed capacity in the State(excluding CGP)——4734MW

*

* % k¥

State Hydro (including Mini Hydro)-2085 MW

State Thermal including IPPs - 1530 MW

Central Allocation-1062 MW (Central Hydro189 MW + Central Thermal 873MW)

CGP Capacity as on 31.03.2009——3989MW

Surplus of CGP power (including COGEN) supplied to the State GRID during 2009-10——2631.50MU

Distribution loss, Collection efficiency and Aggregate Technical and Commercial Loss

a)

b)

Distribution Loss

High distribution loss and Aggregate Technical and Commercial loss are the main challenges faced by
the Power Sector in the State. Before privatization of distribution of electricity in the State from 1.4.1999
the distribution loss was 51.02% during 1998-1999 and this has been reduced to 37.50% by end of
2008-09. Against the target of distribution loss of 24.45% approved for 2009-10, the actual distribution
loss is of the order of 37.24% during 2009-10. For 2010-11 the distribution loss target has been fixed at
22.22%.

As per the Business Plan the distribution loss target for 2011-12 has been fixed at 21.70% and for 2012-
13 at 21.20%.

Collection Efficiency

The collection efficiency was 79.12% during the year 1998-99 which has increased to 92.98% during the
year 2008-09. The Collection efficiency achieved is 96.96% against the target of 98.00% during the year
2009-10. Similarly, the target for collection efficiency for the year 2010-11 has been fixed at 98%. As
per the Business Plan this has been further fixed at 99% for 2011-12 and 2012-13.
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c)

AT & C Loss

The AT&C loss was 60.9% in 1998-99 which has been reduced to 56.71% in 1999-2000, 41.89% for the
year 2008-09 and 39.15% for 2009-10 against the target of 25.96%. The AT&C loss has been targeted at
23.77 % during the year 2010-11.

As per the Business Plan the AT&C loss has been fixed at 22.48% for 2011-12 and 21.99% for 2012-13.

d) Summary of the distribution loss, collection efficiency and AT&C loss :-
Table -7
Year Distribution Loss Collection AT& € Loss
EFficiency
TUH K- L1000 g (8], 43
1595 2000 13.91% FT.19% Ne. Tl
2007 OF 37487 D34l% 41.60%=
2000 30805 02 Mg, A41.805%
200510 |Approved by QERC) 155 53008 25.96%
MI0R-14] Y| s KAL)
2010-11 |Approved by SIERC) 22224 3 0o 23,774
2011-12 |A= per the Buasinass Plan) 21,703 99%; 22 A2%
2012 L% |As gy Lhe Business Plan| 2L20% 99% 21.89%

20. Though there has been reduction in distribution loss as well as AT&C loss and improvement in collection
efficiency from the level of 1998-99 when the distribution business was carried out by GRIDCO as a composite
function, the present level of distribution loss as well as AT&C loss is a matter of great concern for sustainable
development of the power sector in the State. When the distribution loss is 37.50% during the year 2008-09
it means that out of 100 units energy supplied only 62.50 units are being billed. The rests 37.50 units are not
being billed due to loss in the system and also due to theft.

*

Similarly when AT&C loss is 41.89% it means that out of 100 units supplied, electricity charges for only
58.11 units are being collected and electricity charges for 41.89 units are not being available for
distribution companies.

Out of about 42% of AT&C loss, the loss ascribed to technical loss may be of the order of 15% t020%
and the rest 17% to 22% is due to theft of electricity.

While investment is needed for system improvement in order to prevent the technical loss, strong
administrative support is needed from Govt. to deal with criminals who are indulging in the theft of
electricity in various ways. This is basically governance issue which the State has to take initiatives to
deal with the unscrupulous consumers which are being aided and abetted by the employees of
distribution companies. States like Andhra Pradesh, Maharashtra, West Bengal, Tamilnadu have launched
a broad attach on theft of electricity by monitoring the antitheft drive from the highest level of the
govt.

Mere opening of energy police stations and without making it fully functional and without day to day
supervision and monitoring by a senior police office in the rank of an Additional DG or at least in the
rank of IG will not yield any visible result.

OERC time and again have advised the State govt. and the distribution companies to take action in
these directions. It is the strong political will which will successfully deal with the menace of theft of
electricity which is the cancer of the power sector as observed by Hon’ble Prime Minister Dr. Manmohan
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21.

Singh. According to him we must have to come down heavily on theft of electricity as it is seriously affecting
the financial viability of the sector as a whole and the effect on our economy may well prove disastrous.

ACCOUNTING PROFIT & LOSS OF POWER SECTOR OF ORISSA AS A WHOLE

Table - 8
(Rs. In Crore)

1006 - FHEES 19%- 10X 20eN1- 20 A1 1- i (F Li1— A1~ 2N nie- 20K~
o A HE] no i Nk s} a3 da k. Lot A 3]

1T T L LY ey Y = B B 1= 7 T4 L B LT 1 1N L LN Lo 11

OH™C AL T 6.2 AR T4 ERcx clra 5..7 Srh IZFE E K] 12700 | ar.atr

GRIOCO 2ad5a | L1711 LAAL1 | LAl dh.id ol Luby o L1xss AL A gl | L 5114

] N Ll PR =R -l =Tis

CESL - £3.71 14,5 Gz A7 LI TRIT ) 253% ZEh i

Ml ALK L I ER LIRS B ) LR R ] e ML KA FLI? 1 B L ERr

WESLCO =LE R 121,03 Rlrh o7 2938 i [ 1123 Iz.Ac N

SOUT4CO L0 “d.:4 5.2 il .q L b EE | sald Lol L

22.

23.

L Aldtese [ -dsads | a0 | -L39.00 | A0 | 2RO CcRAAe IRAAL 1F0R | 1la2f | 0GR | SNRLEL | 1 03

Investment for System Improvement

Besides strong police action for launching anti theft drive, investment is required for replacement of the
ageing distribution network. The Sovan Kanungo Committee had recommended Rs.3240 crores in the year
2001 and at present it would be not less than Rs.5000 crore when inflation is taken into account. In case of
Delhi, Govt. had provided Rs.3450 crore as transitional support besides keeping the liabilities with a holding
company and transferring assets to the private distribution companies with a cleaned up Balance Sheet. As
aresult of unqualified govt. support there has been not only financial turn around of the distribution companies
in Delhi but there has been substantial improvement in the quality of supply and also AT&C loss has been
reduced from 53% to 12%. Keeping this in view Orissa Electricity Regulatory Commission in its order dated
20.3.2010 while approving the Business Plan have advised the State Govt. and Distribution companies to
invest at least Rs.5000 crores for system improvement in order to improve the quality of supply and to
reduce the Technical loss. While the State Govt. through GRIDCO being 49% of share holder should invest at
least Rs.2450 crore, the four distribution companies should invest balance Rs.2550 crore. Unless investment
is made by the State Govt. as well as the distribution companies and unqualified govt. support is provided to
deal the menace of crime the present level of theft of electricity, it would not be possible for sustainable
development of power sector and to improve the quality of supply to the consumers at an affordable rate.

Tariff

Further, it may be noted that retail tariff in case of Orissa is one of the lowest as may be seen from Economic
Survey, 2008-09 laid in the Parliament. The table and graph below explains the position.

Table-9
Comparative Tariff for a consumer at HT level for 5 MW load in various States

State Tariff (Paise per Kwh)
Orissa 245-290
Maharashtra 390

Kerala 340

Karnataka 490

Chhattisgarh 337

Andhra Pradesh 255-287

West Bengal 245-330
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Tariff (Discom)™

Gujarat —
Punjab |
Wizt Bengal |
Madhya Pradesh |
Haryana
Maharashira
Littar Pradesh
Karmataka
Rajasthan
LNta rakiha
AE=am h
Chhattisgarh |
Hirrachal |
Chrissa

0 2 4 i B
B Tanff (Discom)**

During the period of OSEB — GRIDCO, there was regular revision of tariff on year to year basis. But after 2000-
01 there has been no revision of tariff on the average in Orissa. This is a greatest benefit the power sector
reform was provided to the State. When the tariff rise was 28.5% during the year 1993-94, 15.73% in 1994-
95, 17.47% in 1995-96, 17% in 1996-97, 10.33% in 1997-98, 9.3% in 1998-99, 4.5% in 1999-2000 and 10.23%
in 2000-01 there has been no rise in tariff thereafter. Recently the average tariff rise during 2010-11 is
22.20%. If we compare wholesale sale price index (WPI) the tariff rise from 1995-96 to 2009-10 has rather
declined by 30.46%.

Table -10
Tariff Rise vis-a-vis Inflation (Wholesale Price Index)
1993-94 — 28.58% (State Govt.)
1994-95 — 15.73% (State Govt.)

Year Increase in Average Tariff Increase in WP Increase in LPI

19%5-85 17 A7 | 5cata Gowt. ) 12.30%

199E-7 1,085 [LEate Dieat. ) fr.dhie

195 7 =LA 1004055 d K-

1958-59 .30 & BA5

1945-00 8. 50 A.00-%

FHI-I 1002 5 LA d 3k
ool az L, L 2.0 4.17%
200203 0,00, 3414 d 00
FHE={1d [LIK] hrdilaie ATk
200 a5 L0, AR 1,70%
2005-06 -0.373 4433 1.418%
200607 (.00, LATs b.8d4%
o0y O3 0, L2 3754 0,40
2008-09 -0.61% LR b 9.02%
Z2005-10 0L004, LETAE 1172
A=11 R P b0k [assurm el | T2 Casairme]
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25.

WPl ,CPI Vrs Tariff Rise (Base 1993-84 = 100)
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Every year there is increase in receipt and expenditure in the State budget to meet the growing demand of
various requirements. Similarly there has been increase in the cost of materials like distribution transformers,
conductors, transformer oil etc. besides the increase in salary and pension of the employees. When with the
rise in cost of inputs, the sale price of paddy, rice and other essential commodities has been increasing from
year to year basis the cost of generation and supply of electricity has also been increasing from year to year
basis. Since the tariff fixation is done under regulated regime tariff increase has not been allowed for last 9
years as a result the distribution utilities are facing financial crunch. The OERC has consistently taken a stand
not to increase the tariff for last nine years on the ground that effective step should be taken by the licensee
to reduce the present high level of distribution and AT&C loss at the first instance. The Commission has not
diluted its stands and is fixing the target of reduction of distribution and AT&C loss on a normative basis. In
other words Commission has not been guided by distribution loss of 37.50% and AT&C loss of 41.89% for
2008-09 while fixing the distribution loss at 24.4% and AT& C loss at 26.00% for 2009-10 and accordingly has
not allowed tariff rise for 2009-10. For 2010-11 the average tariff rise of 22.20% has been allowed mainly
because of increase in the cost of generation, transmission and procurement price of GRIDCO together with
increase in salary and pension of the employees. But however, the Commission has not reduced the target of
distribution loss nor the Aggregate technical and commercial loss for 2010-11. While the distribution loss for
2009-10 was fixed at 24.45% and the licensee projected it at 35.38% for 2010-11. The Commission has
approved the distribution loss at 22.20% for 2010-11. Similarly the AT& C loss approved for 2009-10 was
25.96% and the licensee has projected the AT&C loss of 37.59% for 2010-11. But the Commission has approved
the AT&C loss at 27.77%. Based on the distribution loss at 22.20%, AT&C loss at 23.77% approved for 2010-
11, the Commission has determined the tariff. If the high distribution and AT&C loss would have been accepted
by the Commission, there would have been substantial hike in tariff for 2010-11. In order to avoid the tariff
shock the Commission has fix a reduced level of distribution loss and AT&C loss without accepting loss level
projected by the distribution licensee. While fixing the tariff Commission has ensured that there is no increase
in tariff for domestic consumers consuming up to 100 units per month and BPL family 30 units per month.
There is no tariff hike for consumers belonging to category of agriculture, irrigation and allied agricultural
activities.
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26. The summary of the distribution loss, collection efficiency, AT&C loss from the year 2008-09 to 2012-13 are

indicated in the table given below:
Table - 11

Distribution Loss, Collection Efficiency & AT&C Loss (in %)

sctattor | Acuattoron. | npprovea | Ao | B0 | gy | M| o,
195492000 4 (Audited) 09-10 10 = Beerisee) Approval Bk s P Business
Plan
Overall Dverall Owerall
Distribution Lads
CESL™ 44 &9 40,34 M 30 1543 44 28 1537 40 23.00
WESCO 43,35 3457 23.00 31.52 18,30 18.44 15.40 18.35
WESCD 4,17 33.55 2250 31,68 28.45 19.93 19.70 1950
SOLTHCD 41,84 47,78 27492 48.02 42,76 ITR2 26,50 2550
Al Grissa 431,491 3750 14,45 1r.24 3538 an 21,70 1.0
Collection Efficiency
CESL™ 69,72 91.80 o800 Gr.0a 95,00 GO0 99,00 %4900
MESCD LR 9350 %8.00 95,24 4¢.00 S8.00 99,00 %400
WESCD 83.36 9386 58.00 9B.38 97.50 SB.00 93.00 59.00
SOUTHCD 7B.7S 94.71 5a.00 55.50 97.00 SE.00 99.00 5900
All Orissa 1114 9158 %8.00 96.% 96,558 S8.00 99,00 %4.00
ATLC Lass
CESU*® G61.58 45.23 2778 41.20 47.06 16.BE 24.76 2377
MNESCD 5504 3548 2454 1573 30.45% 0.0 19.22 19.17
WESCO 53.45 3T.63 24.05 35.74 30.za Z1.53 20.50 20.40
SOUTHCO 54.10 50.80 1936 5016 44 .47 o327 27.14 2625
Al Crissa 56,71 41.5% 1596 39,15 34549 FENE 21.48 21499

27.

(*In case of CESU the figure for 2008-09 has been taken from Performance Review data)
(** The data for FY 2009-10 has been adopted from Performance Review of the licensees)
Power Availability and Power Regulation

During 2009-10 against the peak demand of 3100 MW the actual availability of power during January 2010
was 1930 MW only. The shortfall was about 1170 MW. This was being met partly by over drawing from
Eastern grid for about 650 MW and by drawing from CGPs around 450 MW. While the Commission has
approved the Bulk Supply price for 2009-10 at 122.15 paise per unit for GRIDCO, GRIDCO has purchased
power from different generators at an average cost of 185.02 paise up to September 2009 and that has
increased to 202 paise per unit during January 2010. It was incurring loss of 150 crore per month. To tide
over the situation, power scheduling has been imposed according to which the HT & EHT industries have
been directed to reduce their contract demand by 25% and 15% respectively. Similarly power regulation has
been imposed for 1 hour each in morning peak and evening peak in Bhubaneswar and district Headquarters.
Similarly power Regulation has been imposed for 3 hours in other urban areas and 4 hours in rural areas.
Because of little bit improvement in generation of hydro power, power restriction has been relaxed to some
extent. In Maharashtra, Andhra Pradesh, Tamil Nadu and other States power restriction is a regular feature.
In Orissa there was no power regulation till 2008-09. With the increase in number of consumers and
consumption level and the decline in hydro generation together with increase in the cost of generation of
power, the power restriction has become a necessity.
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28.

With the rise in number of consumers and increase in consumption level by various consumer groups due to
rapid industrialization and launching of rural electrification work under RGGVY and BGJY the gap between
demand and supply has been increasing. During 2008-09 when the average peak demand of energy was
3062 MW, the availability was 2987 MW, the peak demand deficit being 2.4% and for the year 2009-10 the
Peak Demand was 3188MW the availability was 3120 MW, the Peak demand deficit being 2.1%. Similarly,
when the energy requirement was 20519 MU energy available during 2008-09 was 20214 MU, the energy
deficit being 1.5% and for the year 2009-10 the Energy requirement was 21136MU energy available was
20955MU the deficit being 0.9%(Source CEA). The graph below shows the Gap between energy requirement
and availability and Peak demand & met for the period from 2007-08 to 2010-11 (Projected by CEA).
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29.

(Source LGBR of CEA)

Further, since there has been no addition to hydro generation after Indravati Hydro Station was commissioned
on 19.01.2001, more reliance is being placed on comparatively costly thermal power. This is evident from
the fact that when state hydro generation was 56.71% of the total state demand in 2004-05, it has reduced
to 31.04% in 2008-09 and below 30% in 2009-10. Even if hydro generation was maintained at 2004-05 level,
its share in total requirement in 2008-09 would have been 37.73% instead of 31.04% from 56.71% in 2004-
05. It shows that there has been no addition of capacity in hydro sector in spite of demand rise of around
50%.

(Table 12).
200405 B0 - (4 20607 2007 -0t 200 08 2009-10
State demand in MU 1248845 | 1348375 | 1511943 | 1721251 | 1a77L.82 14480, &5
:I:-art:a :?dm Beneration SRS RA LA Ak s E T FHERET HEMTF 427 % A
?ﬂ::l ft’:fci :"‘ﬁ;::; 56,71 33,22 15,65 1531 3104 2163

30.

Standard of Service and Quality of Supply

During the period of OSEB and GRIDO the usual apathy of government structure was being experienced by
the consumers. It was hoped that with privatization of distribution of electricity from 1999-2000, the standard
of service would improve as well as there would be re-orientation in the outlook and behaviors of the
employees of the distribution companies to the consumers. The employees of the erstwhile OSEB/GRIDCO
who are continuing in the distribution sector are yet to change their outlook and approach to the consumers.
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31.

32.

Itis seen that the broken poles and lines are not replaced. Transformers are frequently burnt and not replaced
in time. There is frequent interruptions and low voltage problem. It is seen that the Executive Engineers are
not regularly visiting the field and very often they are not aware of what is happening in the field. They
behave in a bureaucratic manner instead of taking pride in keeping their system in a better condition to
ensure quality supply of power to the consumers on whose revenue they are thriving.

During the past few years, OERC has allowed Escrow relaxation for operation and maintenance of distribution
network the details of which is given below. It is not understood why the periodic maintenance of the lines
and substations are not being taken up.

33.

34.

35.

Table - 13
(Rs. in crore)
200607 2007 -0 2004-09 2009-160 2010-11
REM Actual
|as pRr
Expansas Appr. | Actual | Appr. | Actual | Appr. Actuzl Appr. - Appr.
ralazation)
WESLCLH 2425 12.44 12,81 L& 37 29.0% 17,50 2T.0l 22.9% 477
ME&LCLY 2445 1285 2442 LE.00 2247 20,86 2T.E53 2740 ar.az2
LOUTHCO 17.35 5.54 18.35 G50 10.05 7.7 2075 £1.34 2511
CESLI 41.31 FAR 4306 A1 41.8S .78 A1AR A h1.14
T IE M)
Total: oFa3q | 5283 | 119827 | 35893 | 1l2.48 1.3l 11608 110k54) 144,29

The DISCOMs should fully utilize the R&M expenditure approved by the Commission and should take effective
steps for timely repair and maintenance of the Distribution network. They must collect enough revenue in
order to enable GRIDCO to release fund for R&M expenditure as approved by the Commission.

The Commission has also conducted enquiry engaging independent expert teams to ascertain the status of
maintenance of lines and S/Ss as well as the Grid S/Ss through out the State. Technical deficiencies noticed,
the short-term and long-term measures required and the time limit thereof were discussed in the meeting
with the DISCOMs as well as the expert teams, who have presented their findings. The DISCOMSs were required
to take action on short-term measures and long-term measures for timely repair and maintenance of the
Distribution network.

The Distribution Utilities must realize that the consumers are central to the growth of their business and
without giving them satisfactory service they can not expect any help, co-operation and goodwill from the
consumers. While the thieves of power, be it the consumers or the employees, should be treated as thieves,
the honest consumers must be properly looked after. They should be treated with respect and all dignity.
There should be reorientation in our thinking and approach while dealing with the consumer grievances. We
must remember that if you plan good customer care, you will reap a sustained good business for years to
come. We should be honest and sincere in taking care of the consumers but not merely propagating to have
done this or that for the consumers. In this connection one may recall what Mahatma Gandhi has said —

“An error does not become truth by reason of multiple propagation nor does truth become error because
nobody sees it”.

The Distribution Utilities must have a clear vision for ensuring satisfactory service to the consumers at an
affordable and competitive price. One must realize that visions of the future are better than dreams of the
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36.

37.

38.

39.

past. If power sector to succeed, we must have to take adequate care of the consumers in improving the
quality of service. In this connection we may recollect what Mahatma had said about the importance of
consumers /customers.

According to him:

A customer is the most important visitors in our premises.
He is not dependent on us. We are dependent on him.

He is not an interruption to our work. He is the purpose of it.

He is not an outsider to our business. He is a part of it.

* kK ok Kk K

We are not doing a favour by serving him.

*  Heis doing us a favour by giving us the opportunities to do so.

In the words of Mahatma Gandhi, consumer is the kingpin for success or failure of any organization. Hence,
if the utilities want to thrive in their business of distribution of electricity they must take proper care of the
consumers in their day to day activities because without consumer they do not have any business. It is the
quality of service to the consumers on which the distribution utilities will thrive.

At present the distribution system in Orissa is plagued by deep-rooted legacy problems of high AT&C losses
triggered by rampant theft and technical issues, corruption, dilapidated networks, inadequate metering,
poor recovery of dues, lack of consumer orientation and poor operational and financial management. The
distribution companies are required to revamp their internal administration and fix accountability at different
levels to ensure quality supply of power and to improve the standard of performance. Therefore, the new
mantra for the distribution companies should be “Reduce Cost, Be more efficient, Be consumer responsive
or Perish”.

Proactive Steps taken by OERC

Deeply concerned and worried with poor maintenance of the distribution network as well as the transmission
network, Commission had constituted independent technical enquiry team to conduct spot visit and report
the remedial measures for upgradation and maintenance of the distribution network and transmission
network. The committee had visited different circles and found out the various deficiencies in maintenance
of distribution substations and grid substations. The short term and long term measures have been
recommended and those have also been presented before the officials of OPTCL and distribution companies
to take timely action to remove these deficiencies. In the mean time OPTCL and distribution companies have
taken steps for replacement of transformers, conductors besides ensuring routine maintenance work of the
substations and grid substations.

Transmission System Upgradation

OERC had engaged the teams of independent experts to enquire in to O&M of OPTCL system. The major
findings of the enquiry teams are as follows:-

%  Provision of PLCC/SCADA is completely neglected in most of the Grid S/S OPTCL should provide SCADA
interface in all 220 KV Grid S/S.

*  Very old ABCBs, MOCBs, BOCBs specifically at Rayagada, Kesinga and Theruvali Grids may be replaced
immediately.

*  As220kV and 132 kV network & the associated grid S/Ss of the system is the backbone of the transmission
system, a regular planned maintenance and timely augmentation of lines and substations with proper
protection system in place are required to minimize breakdowns and extend uninterrupted power supply
to DISCOMs. Further a system can be so designed that it can meet the contingency maintenance.
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41.

*  OPTCL should maintain its network in a proper manner and plan out the strategy starting from
procurement to timely maintenance. OPTCL has been directed to replace the circuit breakers wherever
required in a phased manner and should be completed within next one year.

*  Modern way of management and planning is required by OPTCL for a healthy transmission system to
extend quality & reliable power to DISCOMs. Hence, for better flexibility of the transmission system,
OPTCL should set up a team consisting of professionally experts in each O&M circle to attend any type
of problem in the grids under that circle.

*  There should be regular review by the GM of EHT (O&M) circle regarding functioning of each O&M
Division under his control at least once in each quarter and the review report with all the problems
along with the suggestions/remedial measures should be sent to the Corporate office of OPTCL for
appropriate action.

%  OPTCL should carryout regular patrolling of all the feeders. The weak points identified during regular
patrolling should be replaced during the prearranged shutdown to avoid longer interruptions owing to
breakdowns/faults. Regular/Periodical patrolling of all lines must be ensured. Review/analysis of each
interruption should be made and planning strategy should be developed for proper operation and
maintenance of the transmission system

*  Alternative source of supply should be made available at all grid substations to avoid total power failure
in the region due to fault in the single source of supply. All EHT Grid S/S should operate in a ring
arrangement.

*  Civil maintenance of control rooms, quarters & buildings etc. are badly neglected causing damage to
structures and equipments, hence the Commission directed OPTCL to review the works of Civil Works
Divisions and repair and maintenance works should be done immediately to avoid further deterioration.

*  Transformers should be off-loaded at erection sites instead at Central Store to avoid time & cost over
run. The Commission directed that the civil construction and the dispatch schedule of the equipment
should be properly planned for the purpose.

In addition to the above, the present poor condition of transmission system can be ascribed to poor
maintenance, long delay in execution of projects and monitoring performances of various elements of system.

OPTCL as per clause 10 read with clause 23.1 of Transmission License condition submits its investment proposal
above Rs.10 cr. to the Commission for any new project undertaken by them. The Commission during the
year 2007-09 had given investment approval for new Grid substation and Transmission lines in 26 nos of
cases. The carrying cost and the principal amount of any loan actually availed by OPTCL for the approved
project is allowed by the Commission in their ARR of the respective year. Commission always encourages
licensees including OPTCL to introduce new technology in their business for better consumer service and
smooth business operation. The prudent investment in this regard shall definitely be allowed to them through
tariff. It is not prudent to artificially hike the transmission charges on the higher projection of loan. It is
always done basing on the actual loan already availed and likely amount to be availed by making realistic
assessment. The Commission has taken expeditious steps to approve the investment proposal of OPTCL as
and when it is submitted. But, it is noted that there is inordinate delay in execution of the projects as a result
there has been abnormal rise in cost. This is a serious area of concern for the power sector as a whole.
Distribution System Upgradation

In the tariff order for the year 2008-09, the Commission had directed installation of at least 3000 distribution
transformers of different capacities out of which 1000 was to be installed by CESU and rest 2000 by Reliance
managed three distribution companies namely NESCO, WESCO and SOUTHCO. By now (till December, 2009)
they have replaced / upgraded 3330 number of transformers as per the report furnished to the Commission.
The distribution companies normally complained regarding inadequacy of fund available with them and
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43.

44.

difficulties in getting fund by way of relaxation of escrow account by which all their revenue receipt are
credited. Commission has taken steps to ensure release of fund from escrow account for operation and
maintenance work as a result GRIDCO has released Rs110.60 crore (WESCO-Rs.22.59 cr., NESCO-Rs.27.40
cr., SOUTHCO-Rs.21.39 cr, CESU-Rs.39.22 cr) for operation and maintenance work during the year 2009-10
against approved R&M expenditure of Rs.116.08 crore (WESCO-Rs.27.01 cr., NESCO-Rs.27.88 cr., SOUTHCO-
Rs.20.72 cr, CESU-Rs.40.46 cr). During FY 2008-09 GRIDCO had released Rs.106.48 cr., (WESCO-Rs.32.12 cr.,
NESCO-Rs.27.19 cr., SOUTHCO-Rs.14.41 cr, CESU-Rs.32.76 cr) against Rs.112.48 crore (WESCO-Rs.25.66. cr.,
NESCO-Rs.25.87 cr., SOUTHCO-Rs.19.08 cr, CESU-Rs.41.87 cr) approved by the Commission for R&M
expenditure.

Commission in the tariff order for 2010-11 had directed for installation /upgradation along with replacement
of burnt transformers, load balancing, earthing, installation checking, provision of breakers, boundary walls
with gates in all distribution S/Ss, DT metering and energy audit etc. Each DISCOM is required to take up
repair and renovation specially in respect of following items of work during 2010-11 in order to improve the
quality of supply giving priority to rural areas.

a) Upgrade or install 1000 new distribution transformers

b) Complete the energy audit of each distribution transformer by the end of 2010-11.

c) Load balancing in 3-phases of DTR - 2000 nos.

d) Conversion of single phase to 3-phase line - 150 KMs.

e) Provision of 11 KV Crt. Breaker — 20% of substations

f)  Provision of boundary wall and gate around distribution sub-stations — 20% of substations.

g) Provision of stringing AB cables — 300 KMs.

The fund required for such minimum special repair/renovation of distribution network is to be met out of
the R&M expenditure approved for the year 2010-11 as well as from the collection of arrear outstanding as

on 01.04.2010. Based on the flow of revenue, GRIDCO will relax the Escrow account in order to enable the
Distribution Company to take up the minimum special repair/ renovation work as indicated above.

Capital Expenditure in the Electricity Network in the State after Reform
Table - 14
Capital Expenditure of DISCOMs /GRIDCO/OPTCL (Rs. Crore)

Tear LESLY MESCALY WESLL} SDUTHED G RIDCOY OPTCL
19%6-97 1E7.97
195 r-98 N |
19%3-99 11232
1059-00 4E.da d3.31 45 Ea A5 T 25315
2000 11 E 1151 22,41 24,54 274,85
Z0611-022 T1OB 3706 1E.7a 2484 15602
200z 03 111.44 39,90 20,52 25,80 &8, 74
2003-0r %060 3372 15 53 1732 1e0.57
FHOA-114 hh44 R L g Ml LH 954
2005-014 -39.37 fa.65 2750 18,71 bB3.61
Z00E-07 2334 230z 21.37 1255 10884
2007 02 Lr0d 41,35 15,31 0,46 103,91
Z008-0% A4 52 a7l E171 030 5169
Toakal S15.73 304 B0 30a.19 210.E5 205407
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47.

48.

The Capital Expenditure of DISCOMs after the privatization has been Rs.1425.58 cr till date. This expenditure
has been incurred from World Bank Fund, consumer contribution etc. The DISCOMs have not invested anything
from their own sources as of now. It is to be noted here that GRIDCO had been in charge of distribution
business after the reform till 1998-99. The transmission business was separated from GRIDCO and was taken
over by OPTCL from FY 2005-06.

Quality supply of power to rural areas in Gujarat

For improving quality supply of power to rural areas we should learn from Gujarat from its proactive role in
developing infrastructure including electricity. Jyoti Gram Yojana was a unique initiative introduced by Gujarat
Government to make available three phase quality power supply for 24 hours to all the 18000 villages and
also 9700 suburbs attached to the villages of Gujarat for non-agricultural activities. While ensuring improved
quality power supply to agriculture implemented in a record time of just 30 months. Jyoti Gram Yojana has
made positive impact on the State’s rural economy. All the villages were covered under the scheme with an

expenditure of Rs.1291 crore out of which Rs.1110 crore came from Govt. of Gujarat.

Electricity being a key infrastructure for overall economic growth and improving the standard of living, State
Govt. needs to take proactive action in facilitating development of a robust distribution network and
transmission facilities. Timely completion of Grid sub-stations and associated 220/132 KV transmission lines
in backward areas like Nuapada, Kalahandi, Kesinga, Boudh, Dabugaon, Deogarh, Kuchinda, Padmapur etc

as approved by the Commission will go a long way in solving the chronic low voltage problem in those areas.
Business Plan for 2008-09 to 2012-13

Based on the filings by the four distribution companies and after hearing and discussion with GRIDCO, OPTCL
and the officials of distribution companies the Commission have approved business plan for the four
distribution companies in its order dated 20.3.2010. Commission has emphasized immediate need for
reduction of present level of high distribution as well as Aggregate Technical & Commercial Loss. Commission
has directed that while the distribution loss was 37.50%at the end of 2008-09 should be reduced to 21.20%
by the end of 2012-13. It has also been directed for reduction of AT&C loss from 41.89% to at the end of
2008-09 to 21.99% by end of 2012-13. (Distribution Company-wise target of distribution of loss has been
indicated in Table-11.

The distribution loss reduction target can be achieved only if investment is made for repair and renovation
of the aging distribution network and system upgradation. Regarding loss ascribed to theft of electricity it
has to be curbed by unqualified govt. support through strong police action to book the culprits who are
indulging in the theft of electricity being aided and abetted by some of the disorderly employees of the
distribution companies. The Kanungo committee in its report submitted in 2001 had recommended transitional
support of Rs.3240 cores for system upgradation to reduce the loss and by now with inflation this would be
equivalent to roughly Rs.5000 crore. Accordingly, Commission has directed that distribution companies and
State Govt. should jointly invest Rs.5000 crore for system upgradation. While State Govt. being 49% share
holder through GRIDCO should contribute Rs.2450 crore and the distribution companies should contribute
Rs.2550 crore in proportion to the ratio of their consumers in respective years (CESU —39%, NESCO — 21%,
WESCO — 19.50%, SOUTHCO — 20.50%).
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Table-15
Investment by DISCOMs & Government

(Rs in Crores)

o Ratio of Investment by
Description Investment by DISCOMs Total
CRMNFUMETs at.

CESU 39.00% 945 g5% 1950
WESCD 1% 504% 447 d73 a75
MESCO 21.00%; 535 E15 1050

SDUTHLCO 20.50% 523 502 1025
TOTAL 100.00% 2550 2450 SO

49.

50.

51.

52.

53.

54.

GRIDCO should take steps to allow the DISCOMS (WESCO, NESCO and SOUTCHO) to create, first charge over
the immovable asset as security to REC/PFC on the assets added after 31.3.2001. This works out to Rs.413.23
crore. Upto 31.3.2008 excluding assets created out of World Bank loan (Rs.532.04 crore — Rs.118.81 crore)

Both GRIDCO and DISCOMs shall mutually identify the assets created after 31.3.2001 for Rs.413.23 crore
upto 31.3.2008 that are to be hypothecated against the loan to be availed from the financial institutions
such as REC & PFC. The assets created during 2008-09 and that may be created thereafter can also be
hypothecated.

The State govt. may allow DISCOM s to pledge the assets created for Rs.254.83 crore out of World Bank loan,
to the financial institutions such as REC, PFC to avail loan for capital works.

The Reliance managed DISCOMS have been directed to make provision for the GRIDCO power Bond of Rs.400
crore in their Balance sheet till the matter is decided by Supreme Court.

State Government may commit at least Rs.2450 cr. to be infused for capital investment during FY 2010-11 to
2012-13 for system improvement of distribution network of the four distribution companies. These Reliance
managed company on their part must bring in at least Rs.1556 crore (Rs.2550 cr. — Rs.994 cr. by CESU) as
additional equity/loan from different sources including internal resources towards capital investment during
the period 2010-11 to 2012-13 for system improvement works. CESU must also arrange Rs.994 crore from
different sources including internal resources for system improvements in proportion to the loan capital/
equity investment to be made by State Govt./ GRIDCO during 2010-11 to 2012-13.

The budgetary support by the State Govt. should be in such a manner that it should have the least impact on
tariff. If capital investment is made in the shape of equity the return on equity would be @ 16% in the annual
revenue requirement. If capital investment is provided as a loan carrying the usual rate of interest @ 12%,
this would have a direct bearing on the tariff. Govt. therefore should provide a minimum budgetary allocation
of Rs.2450 crore during the period 2010-11 to 2012-13 through a subordinate and interest free loan. This
would soften the impact on the finances of the DISCOMs as they would not be required to pay the interest.
The impact on the consumer would be negligible as the interest-free subordinated loan repayment will come
up only after all other senior bank and Fl loans have been fully serviced and this will enable the DISCOMs to
service them later with ease. The budgetary support of Rs.2450 crore should be allocated to the DISCOMs in
proportion to the number of consumer of the DISCOMs as on 01.04.2009 (i.e. CESU 39%, NESCO 21%, WESCO
19.5% and SOUTHCO 20.50%). On the other hand the four DISCOMs must bring in loan capital of Rs.2550
crore towards their 51% share in proportion to the loan capital to be invested by State Government through
GRIDCO in the respective DISCOMs.
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56.

There should not be direct release of fund to DISCOMs for capital expenditure or special repair and renovation
of distribution network. This should be routed through a separate account to be opened by GRIDCO and
progress of CAPEX Schemes is to be monitored through a committee consisting of Secretary, Energy
Department, CMD, GRIDCO, EIC, Electricity, MD/CEO of DISCOMs subject to overall supervision of OERC. The
committee should fix the time line for release of fund and completion of the projects as per the time schedule
fixed GRIDCO and DISCOM s should strictly adhere to those time schedule.

Capacity Addition

1)

3)

4)

The State is set to face a shortfall of 1825 million units (MUs) of power in 2010-11 according to the Load
Generation Balance Report (LGBR) prepared by the Central Electricity Authority (CEA).As against the
overall demand of 24,795 MUs in this fiscal, the power availability will be 22,970 MUs, thereby creating
a deficit of 7.4 per cent. However, in terms of peak energy requirement, Orissa will be in a surplus
positioin in the current financial year. The total peak power availability in the State will be 3916 MW
compared to the peak demand of 3850 MW, a surplus of 66 MW. If there is failure of monsoon , or if
there is no normal rainfall , the projected Peak Demand will be reduced to deficit. It is apprehended.

In the eastern region, Bihar is the only state apart from Orissa which will grapple with power shortfall
during 2010-11. Bihar will face a power deficit to the extent of 15.7 per cent. Other states in the region
like West Bengal, Jharkhand and Sikkim will in a surplus position.The eastern region, as a whole, will
have an overall energy requirement of 98,451 MUs and the availability will be 101,707 MUs, a surplus
of 3256 MUs in 2010-11. On a pan-India basis, the power deficit has been projected at 10.6 per cent.
Out of the total power demand of 876,856 MUs, the power availability will be 784,006 MUs, a deficit of
92,849 MUs. The CEA report has projected a power deficit for all the State except Delhi, West Bengal,
Sikkim and Jharkhand. The country, as a whole, is projected to face a peak power deficit of 12.1 per
cent in this fiscal. The country is set to witness a capacity addition of 21,441 MW during 2010-11 which
consists of 18,755 MW of thermal power, 1466 MW of hydro power and 1220 MW of nuclear power.
The assessment of gross energy generation in the country during 2010-11 has been carried out by CEA
taking into consideration the past operation performance of the thermal plant, their vintage,
maintenance schedule of the generating units, partial and forced outages and availability of fuel.

With decline in rainfall and increase in the numbers of consumers and consumption of electricity due
to industrialization, extension of electrification under RGGVY and BGJY, the State has started facing
power deficit, the peak demand deficit and energy deficit during 2008-09 was 2.48% and 1.4%
respectively. The peak demand deficit was 7.1% and 0.9% during 2009-10 respectively. However as
indicated in Para 38(l) even if there is normal rainfall, the energy deficit will be 7.4%. The Commission
during 2009-10 in order to incentivise the generation by the captive power plants has fixed the price of
surplus power of captive generators starting from Rs.3.00 to Rs.4.05 per kWh depending on the quantum
of injection, the average being increased from 224.76 paise per unit in 2008-09 to 319.42 paise per unit
in 2009-10. The price of energy procured from co-generation has increased from the average rate of
230.11 paise per unit during 2008-09 to 312.29 paise per unit in 2009-10. As a result of this CGPs have
increased their supply from 1197.22 MU in 2008-09 to 2967.09 MU during 2009-10, thus, greatly
contributing to reduce the gap between demand and supply.

Govt. of Orissa have signed Memoranda of Understanding (MoU) with as many as 27 Independent
Power Producers (IPPs) to secure its long-term supply but the State’s power deficit position is set to
continue at least till the end of the current fiscal. In the 1* stage Orissa Govt. had inked MoUs with 21
Nos. IPPs earlier with total installed capacity of 26300 MW to generate thermal power. Again the State
Govt. has signed MoU with 5 nos. of IPPs on 09.04.2010 to generate additional 4800 MW of thermal
power. Orissa Government has also entered into MoU with M/s JSL to set up 2 x 660 MW TPP at Luni in
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Dhankanal district in the first week of May, 2010. Orissa is likely to get around 5636.90 MW out of total
32420 MW from these 27 IPPs if implemented. OPGC has decided to start 3 and 4t Unit of Ib thermal
plant 1320 (2 x 660) MW capacity out of which State would get 660 MW sometime in January, 2012.
OHPC and OMC have formed a joint venture namely Orissa Thermal Power Corporation Ltd. (OTPCL)
whose capacity would be 2000 MW out of which Orissa would get 1000 MW likely in the year 2014-15.
Govt. of India has given in principle approval to set up an UMPP of 4000 MW in Sundargarh district. The
Central Government is also exploring possibilities of setting up of another two Coastal Ultra Mega
Power Projects.

57. Areas of concern-
i High AT & C loss and strong administrative support by the State Govt.

*  Evenif thereis higher generation or capacity addition, there can not be perceptible improvement
in quality of supply or standard of service unless the unsustainable level of AT & C loss which is of
the order of 42% now is drastically reduced at a much greater speed than have been hitherto
done. According to the Business Plan Order of the Commission target loss reduction can be achieved
by Strong administrative and police action to launch a broad attack on theft of electricity for
which proactive steps are to be taken by the State Govt. to provide leadership. Anti theft measures
have paid rich dividend in States like Maharashtra, Andhra Pradesh, West Bengal, Gujarat etc,
where initiatives were taken on theft of electricity by monitoring the antitheft drive from the
highest level of the Govt.

ii. Investment for system upgradation of distribution network

*  In parallel to strong police action on theft of electricity, investment of at least Rs.5000 cr should
be made in time both by State Government (Rs.2450 cr) and distribution companies (Rs.2550 cr)
to improve the quality of supply and reduce distribution loss as outlined in the Business Plan,
2008-13, the summary of which has been indicated in para 47 to 55 above read with Table-11 &
15.

iii. In the meantime, Govt. in Energy Deptt. in their letter No.1-06/2010 (pt.)-7991 dtd.09.09.2010 has
intimated that initially Rs.2400 crore is proposed to be invested during the period from 2010-11 to
2013-14 as per the break up given below:

(Rs. in crore)

M10-11 HM11-12 2012-13 H13-14 Total
State Gowt, [Cut of W hich] A00, 00 060,04} A50.00 250,00 100
a. FC Grant 0.00 20000 150000 150.00 L0000
h. &% 07| B2 10 grant (1.0X] [T M S S0 1RG .G
:I.JI';:?;a;r:;EJII.II:-[:I:J for counterpart Ainding .00 foeT m0 00 000 166 6T
ol LEate s cawn coh tribotion EI0LER] Crln el 111 (10K JLEG T
DISCOM 5 (Out af Which) .00 200,00 AQ0.00 GO0, 1200060
4. Counterpart DISC0M share For FC g2rant 0.2 BE.ET LS0.00 So.a0 165.87
b. OISO M= contribution .00 133,23 35000 L0 103532
Total CAPEX:! 3I00.00 BOG. OO 55000 EBS0.00 2a00.0d

(*) SS — State Share
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Out of Rs.2400 crore envisaged to be spent under CAPEX for upgradation and renovation of the
Distribution network over a period of four financial years i.e. 2010-11 to 2013-14, Govt. of Orissa will
provide Rs.1200 crore and DISCOMs will invest Rs.1200 crore from their own source or through market
borrowing. Rs.1200 crore of budgetary support by the State Govt. would consist of as follows:

a)  Grant of Rs.500 crore from 13™ FC is to be initially passed on as loan with 0% interest

b) Rs.166.67 crore of matching State share against 13* FC grant as loan with 0% interest.

c) Rs.166.67 crore of Loan to GRIDCO for 1/3™ counterpart funding to FC Grant with 4% interest to
be passed on to DISCOMs with same terms and conditions.

d) Rs.366.66 crore as budgetary support in shape of soft loan with 4% interest.

However, besides the upgradation of distribution network, upgradation of power transformers and
associated lines of 220/132/33, 132/33 KV Grid sub-stations where overloading is experienced is to be
taken up on priority basis on a war footing. Otherwise even if there is no mismatch between demand
and supply of power for the state as a whole, the consumers in those areas would continue to suffer
from low voltage and rotational load shedding in order to avoid the break down and collapse of
transmission lines. The 132/33 kV grid substations of OPTCL which are experiencing over loading are as
follows:-:

Supply received by CESU

1) Nuapatna (Dhenkanal district)

2) Balugaon

3) Salepur

4) Jagatsinghpur

5) Ranasinghpur

Supply received by SOUTHCO

1)  Sunabeda

2)  Tentulikhunti

3) Bhanjanagar

Supply received by WESCO

1) Kesinga

2) Junagada

3)  Khariar

4)  Sonepur

Supply received by NESCO

1) Soro

2) Bhadrak (including Chandbali)
3) Joda

OPTCL furnished the copy of letter vide No.3560 dtd.25.3.2009 and 9464 dtd.11.9.2009 wherein it has
been mentioned that govt. has released Rs.23.05 cr. and Rs.5.00 cr. respectively to OPTCL in shape of
equity share capital towards execution of new transmission projects in the backward districts of the
state. Govt. has released the Share Capital contribution of Rs.100Cr during 2008-09 to 2010-11.

2008-09 -Rs.23.05Crore
2009-10 -Rs. 5.00Crore
2010-11 -Rs.71.94Crore
Total ——Rs. 100.0 Crore
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Vi.

Vii.

Besides State Govt have already decided to provide Rs. 300.0 crore during 2011-12 to 2015-16 @
Rs.60.0 Crore per annum as viable Gap funding for up gradation and expansion of transmission capacity
in the under developed areas in order to solve the low voltage problem and improve quality of supply.

Conservation of Energy : There is urgent need to conserve energy and avoid wastage and unnecessary
use of electricity. Higher consumption of energy would call for higher generation which in turn would
add to pollution. Hence it is argued that the pricing of electricity supply should take into account not
only the cost of supply but also the cost of degradation of environment. If the cost of supply is Rs.4/-
per unit the cost of environment degradation arising out of associated problem of rehabilitation,
degradation of forest, pollution of water etc. would be Rs.7/- per unit. Hence it is argued that higher
pricing of electricity would lead to economic use of energy and prevent wastage or unnecessary use of
energy which will ultimately reduce the gap between demand and supply. The research paper published
by Indira Gandhi Institute of Development Research, Mumbai (By Sajal Ghosh) on “Electricity
consumption and economic growth in India” indicates that higher consumption of electricity has no
long-term direct relationship with economic growth. Economic growth leads to higher consumption of
electricity but higher consumption of electricity does not necessarily lead to economic growth. Hence,
what is needed is economic and efficient use of the available energy which will reduce the demand
supply gap, reduce pollution and prevent degradation of environment

Since electricity duty is levied as a percentage of the electricity charges the State losses electricity duty
on 42 MUs of energy out of 100 MUs supplied to the consumers. As per the Annual Revenue Requirement
(ARR) estimated for 2010-11, 1% AT&C loss reduction in monetary term will amount to about 50 crore
per annum. If the present level of 42% loss is reduced to 15% the power sector ultimately would have
the benefit of 1350 core per annum compared to the present level of revenue being collected by the
distribution companies in the State. If electricity duty is assumed on the average at 5% then the State
will gain electricity duty for about Rs.67.5 crore or say Rs.68 crore per annum. At present the level of
collection of electricity duty is Rs.459 crore (2009-10) compared to more than Rs.2000 crore in many
States like Gujarat, Maharashtra, Tamilnadu, Andhra Pradesh. Hence, it is in the interest of the State
revenue the State Govt. should take initiative in launching a broad attack on theft of electricity. Like
any other crime, theft of electricity is a crime and is a cognizable offence.

Anti-theft measure to be supervised and monitored by a senior level servicing police officer at the level
of I.G.

*  Mereinvestmentin the distribution network would not achieve the desired result of loss reduction
unless it is accompanied by strong administrative and police action to check theft of electricity by
some unscrupulous consumers being aided and abetted by some of the employees of the
distribution companies. Unruly behaviour and unpleasant situation are being faced by the
employees of the distribution companies while going for disconnection of power supply or collection
of revenue in case of default in payment of the electricity. This governance issue should be
addressed effectively through strong administrative support by the State Govt. at different levels.
Otherwise improvement in supply of power due to investment on system upgradation/renovation
would not be accompanied by improvement in collection of revenue unless unlawful behaviour of
some of the consumers/unathorised consumers are severely dealt with. In this connection the
Commission has brought to the notice of the State Govt. from time to time regarding the urgent
need for making all the notified 34 energy police stations fully operational and effective. The
specially designated courts for the trial of all electricity offences also suffer from the inadequate
men and materials. This also needs to be addressed on priority basis.
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*  The line of command and control of the Energy Police Station is currently an integral part of the
general Police Administration as a result of which their special role gets diluted, amidst the
competing needs of general law and order and crime control. They need to stand apart from the
general run of police administration and act on a dedicated basis in tandem with the DISCOMs
who are distributing and supplying electricity.

* It may further be noted that in West Bengal a very senior police officer at the level of an IG works
with the West Bengal State Electricity Distribution Company Ltd. (WBSEDCL) and is responsible
for theft prevention, detection prosecution and liaison with the police. West Bengal though has
only one DISCOM for the entire State while we have four (4) DISCOMs. GoO, therefore, may consider
having one senior officer working with the Dept of Energy and being responsible for theft prevention
and detection in all the four (4) DISCOMs. He could supervise and monitor the working of all the
Energy Police Stations and ensure their effective functioning. As an officer of the State’s police
administration, he could liaise easily with the police and act as a bridge between the Electricity
Utilities and the Police. If we can reduce the AT&C losses to a reasonable level and prevent theft
fully, it would not only mean huge revenue gains for the DISCOMs but also fairly large increases by
way of Electricity Duty for the State Govt.

*  Theftis the most important cause for a humungous amount of the commercial losses, more often
than not in connivance with the unscrupulous employees of the DISCOMs. This is a situation of
unsustainable burden on the honest and paying consumers, overloading of lines and transformers,
break down of supply, load shedding, increases in tariffs, indifferent service standards and huge
problems in billing and collection. While the DISCOMs must systematically set about the curbing
of losses by system upgradation and proper billing and collection, they need to be aided by the
State and the machinery of the police in prevention and detection of theft, with penal action
against the thieves. The DISCOMs need to be backed to the hilt by the State administration in
curbing such losses. However, it is the primary responsibility of the concerned DISCOMs to take
initiative for availing administrative support from the State Govt. No amount of Govt. support
would succeed unless the DISCOMs are committed to bring about improvement through internal
vigilance and strong administrative action against the unscrupulous employees and dishonest
consumers who connive with each other for theft of electricity.

viii. Government and its organization should be model consumers. They must pay their bills in time and in
full. The DISCOMs have informed that the outstanding dues payable by Govt., Govt. aided agencies and
various semi-government institutions are around Rs.388.79 crore (CESU — Rs.138.60 cr. + NESCO -
Rs.77.61 cr. + SOUTHCO — Rs.71.62 cr. + WESCO — Rs.100.96 cr.) as on 01.4.2010. These arrears are
rather huge and reflects poorly on the Govt.
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ISSUES AND CHALLENGES OF
POWER DISTRIBUTION SECTOR IN ODISHA

K. C. Badu, 1.A.S.(Retd.),
Member, OERC

The power distribution companies in Odisha are a classic example of Public Private Partnership (PPP). In other
words it is a partnership of both the Government and the private sector. There have been many success and some
failures in the power sector reform in Odisha. Success, because without any budgetary support from State Govt.
and without capital investment by the majority shareholders, the tariff has remained more or less the same for
the last nine years despite substantial rise in price indices.

2.

The State Consolidated Fund has also greatly benefited by way of withdrawal of subsidy and direct accrual of
revenue including utilisation of proceeds of disinvestment and sale for budgetary purpose without ploughing
back to the power sector. Reform has been dubbed a failure by some because the AT&C loss has not been
reduced significantly. It has come down from 60.90% in 1998-99 and 56.9% in 1999-00 to 39.15% in 2009-10.
Alot is also desired for improvement of standard of service. While the Regulator has its own role to play and
should be played transparently and firmly, the public—private partnership should also move smoothly and
together to make the power sector achieve its objectives of creating avenue for participation of private
sector in the electricity industry, promoting competition, efficiency, protecting interests of consumers,
rationalization of electricity tariff, ensuring transparent policies regarding subsidies etc.

In Odisha, Power sector reform has been in force for almost a decade and a half since 1996-97. During the
last 15 years of reforms much has been achieved. Distribution has been privatized but contrary to
apprehension, the system has not collapsed nor have power tariffs become unaffordable. The Odisha Electricity
Regulatory Commission has continued to monitor & supervise the transmission & distribution companies
and has ensured tariffs at affordable levels. Open public hearings are held to fix energy tariffs, regulations
have been notified to cover all areas of operation of power utilities, minimum standards are mandated
Grievance Redressal Fora & Ombudsmen have been appointed to redress electricity related grievances &
special courts have been set up to prosecute power theft and bring down commercial loss.

The sector has achieved self sufficiency and in spite of continuing requirement for funds to modernize &
expand T&D systems, there is no subsidy or outflow from the Government Treasury to the sector. On the
other hand while there was substantial hike in tariff annually during pre-reform period ranging from 29% in
1994-95 to 17% in 1995-96, the tariff hike declined from 17% in 1996-97 to 10% in 2001-02 during post-
reform period and the tariff has remained more or less the same from 2001-02 till 2009-10 despite substantial
increase in price index. If we compare the wholesale price index (WPI), the tariff from 1995-96 to 2009-10
has rather declined by 30.46%. All these are not small achievements. Only in 2010-11 after 9 years, there
has been tariff hike of 22.20% on the average.

* 07.9.93 - 28.58%
*  06.7.94 - 15.73%
% 05.01.95 - 17.47%
% 21.5.96 - 17%

*  01.4.97 - 10.33%,
* 01.12.98 - 9.3%,
% 01.02.2000 - 4-5%,
% 01.02.2001 - 10.23%
% For 2001-02 to 2009-10 - Nil

/103 //



10.

11.

Though there is much needed to be done to improve the standard of performance of the distribution
companies, yet they have thrived despite the constant tariff since 2000-01. A much needed tariff hike was
finally allowed by the Commission in 2010-11 but in view of the low paying capacity of a majority of Odisha’s
domestic consumers, the first slab was kept unchanged. Tariff in Odisha is one of the lowest in the country.
While almost all State Govts. continue to provide large amounts of budgetary support by way of subsidy or
capital investment there has been no budgetary support from the State Govt. since 1996-1997 to 2009-10.

Before 1996-97, the average annual subsidy was of the order of Rs.250 crore, being provided to erstwhile
OSEB and by now in term of present inflation this should have been 1000 crores. Govt. utilised the
disinvestment proceeds of Rs.603.20 crore from OPGC whereas the sale proceeds of TTPS for Rs.356 crore
and disinvestment of Rs.159.00 crore in the distribution companies have been utilised by GRIDCO to meet its
liabilities. On the other hand, the State Govt. is getting Electricity Duty of Rs.360.00 crore approximately
(Rs.459.96 crore in 2009-10) and Rs.75.00 crore towards dividends per annum. OPGC has paid Rs.613.75
crore towards dividend to State Govt. from 1996-97 to 2008-09 (paid in 1997-98 to 2009-10). In other words
while the State Consolidated Fund has benefited from the power sector reform by way of direct accrual of
revenue for about Rs.435.00 crore per annum on the average, there has been no flow of funds into the
sector. However after 14 years, State Govt. for the first time have made a budget provision of Rs.205 crore in
2010-11 for upgradation of distribution network in order to assist the distribution companies to improve the
quality of supply.

The OERC has framed a number of regulations to fulfill its statutory obligations and has taken a proactive
approach in empowering the customer. However, a number of issues & challenges still remain in effecting
the legal framework and providing safe, reliable & efficient service & quality of power to consumers at a
reasonable cost. The most important is the issue of capital expenditure and investments in both transmission
and distribution. Electricity is a technology oriented industry and mere legislation cannot sweep this crucial
issue under the carpet. There should be a mechanism to ensure that the requisite investments are brought
in by the Licensees or are suitably mandated by Regulatory orders so as to upgrade systems to the required
level of efficiency. Whether this is through subsidy or market mobilization of Debt and Equity is something
which the SERCs need to work out in association with the Utilities and the Government.

The twin challenges faced by the power sector in Odisha are the high level of AT&C loss which hovers have
around 39.15% and the standard of service provided by the distribution companies. The tariff for many years
remained fixed and the consumers on the other hand want better service. These conflicting issues need to
be resolved soon. Good quality of goods and services would demand appropriate price for the same.

The next important need would be to address attitudes among utility staff & consumers which are still not
attuned to the new system even after more than a decade of reform. While the state has inherited the old
staff of the OSEB, power distribution is nevertheless managed by the private companies. Now far greater
degree of professionalism & sensitization to consumer needs is essential than exists today and needs to be
inculcated. The management has been changed but not the employees nor their overall attitude in the new
dispensation.

While the distribution companies have to take proactive steps to provide improved service to the consumers,
the consumers have a role to play. The honest consumers must organise to meet the challenges of
unauthorised abstraction of electricity by some of the unscrupulous consumers. Without active participation
and involvement of consumers it is difficult for the distcoms to ensure improved quality of service.

On the other hand, the recovery of the cost of supply of electricity from the concerned consumers is to be
ensured in order to provide quality service to them. To make the regulatory framework to succeed, it is
necessary that consumers be brought into the system as a comprehensive element. This would not only
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12.

13.

14.

15.

16.

17.

solve the problems related to quality of supply but also make the consumer realise the need for discipline on
their part in terms of payment of bills, uses of energy efficient gazettes, non-tampering of meters etc.

Consumers still exist in an old paradigm where power was a public good to be distributed free or at nominal
cost. With this attitude it is not surprising that while consumers are willing to shell out the extra Rupees
needed for other essentials, they continue to abstract power in an illegally open fashion. This trend must be
curbed. The answer to both these problems perhaps lies in proper education & orientation. The mass media
should be utilized to orient these two major stakeholders to the reality and their cooperation should be
secured at all costs.

Another area of weakness is quality of service & lack of adherence to standards. Recovery of revenue should
go hand in hand with improved service. Unless minimum statutory standards are followed by the utilities,
they cannot expect the average consumer to follow the rules & pay up. A bonafide and alert consumer will
demand better service and would be in a position to get it from the courts. However, enforcement ought to
be the last resort and self regulation is the best answer for utilities. The GRFs & Ombudsmen need to be
further empowered to ensure that Standards are met and compensation/penalty dispensed where the
licensees fail to provide.

Last but not the least, the regulator is the key player in making this system work. It is heartening to see that
the Odisha Electricity Regulatory Commission has taken the initiative in many areas to protect consumer
interest and make the industry viable. It must be noted that they were pioneers and had no experience to
fall back on. Yet they have by and large fulfilled their mandate. However, much remains to be done. Perhaps
a more rigorous monitoring of performance and a extensive public education campaign can empower
consumer & put pressure on utilities to cut losses and provide better service.

While there is certainly the need to take aggressive administrative and financial measures to reduce the
present unsustainable levels of AT&C losses there is also the imperative need for Govt. to participate actively
in the day to day development of the power sector in the State. After experimenting with private distribution
companies for almost one decade, we can no longer carry on with a “business as usual” approach. A serious
rethinking and reorientation of our approach is essential.

The present system of managing or treating the power sector in the State on an ‘arms-length’ basis needs to
be changed to a ‘hand-shake’ basis. The State would be missing a great opportunity in fostering the rapid
economic development of the State if not done now. It is a robust power sector which is the key to attracting
investments to the State. Therefore, the State govt. must come forward readily and work along side the
distribution companies rather than take distance and aloof approach in the day to day function of the power
sector which is not desirable.

In Delhi the privatisation of distribution has succeeded mainly because the private distribution companies
started with a clean balance sheet, without taking over the liabilities and further there has been a transitional
support of Rs.3450 crore which helped the private company which needed cushion and comfort levels to the
sagging distribution network. In contrast the distribution companies in Odisha had no transitional financial
support. The Kanungo Committee recommended transitional support of Rs.3240 crore on 02.11.2001 but
this has not been acted upon. However, State Govt. have initiated action during current financial year 2010-
11 by making initial budget provision of Rs.205 crore to assist the distribution companies for upkeep and
maintenance of distribution network. This is a part of the Capex programme of Rs.2400.00 crore for a period
of 4 years starting from 2010-11 to 2013-14 launched by Hon’ble Chief Minister on 22.11.2010. (2010-11 -
Rs.300.00 crore, 2011-12 — Rs.600.00 crore, Rs.2012-13 — Rs.650.00 crore and 2013-14 — Rs.850 crore. While
State Govt. would provide Rs.1200.00 crore (Rs.2010-11 —Rs.300.00 crore, 2011-12 — Rs.400.00 crore, 2012-
13 — Rs.250.00 crore & 2013-14 — Rs.250.00 crore) the distribution companies would provide Rs.1200.00
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19.

20.

crore during the same period towards their counter part funding (2011-12—Rs.200.00 crore, 2012-13—
Rs.400.00 crore, 2013-14 —Rs.600.00crore). Rs.1200.00 of budgetary support by the State Govt. would consists
of Rs.566.67 crore with 0% interest and Rs.533.33 crore with 4% interest. If the distribution companies
achieve AT&C loss reduction of 3% per annum the loan of Rs.566.67 crore would be converted to grant.

Further, in order to improve the quality of supply of power particularly the low voltage, the State Govt. have
already provided Rs.100.00 crore to OPTCL as share capital (Rs.2008-09 — Rs.23.06 crore, 2009-10 — Rs.5.00
crore and 2010-11 — Rs.71.94 crore) and have also decided to provide Rs.300.00 crore as viable gap funding
at the rate of Rs.60.00 crore per annum for 5 years from 2011-12 to 2015-16 for construction of Grid
substations and transmission lines in interior and backward areas.

The distribution companies, on the other hand, after taking over the distribution business must take initiatives
on their own interests instead of banking upon the State to assist them every now and then. They must show
keen interest and come forward and govt. would facilitate their effective functioning by providing strong
administrative and moral support.

The consumers at the same time must realize their duties and responsibility while claiming improved service
from the distribution companies, they must have to pay the cost of supply. There is always a room for higher
tariff for high end consumers in the domestic sector since tariff for energy is not economically priced. All
consumers are not paying the price for the energy they consume and there is a tendency to waste energy if
it is given at a subsided rate. If anything is given free or at cheaper cost, the value is not realised. It must be
remembered that energy efficiency and energy conservation are the most important virtual energy supply
sources that India possesses. According to the Report of the Expert Committee on Integrated Energy Policy
formulated by Planning Commission, nearly 25000 Megawatt of energy could be saved through energy
efficiency measures in the electricity sector alone. Low tariffs and ignorance add to the neglect of conservation.
Root cause of global warming and its adverse effect is the overuse and abuse of energy and resources. In
Odisha proper energy conservation would free around 402 MW of power (2082 MU) for more productive
use over and above reducing the warming of the climate.

While the State Govt., the Regulator and consumers expect the distribution companies to ensure uninterrupted
supply of quality power at an affordable price, the peculiar problem faced by the distribution companies is
realization of the cost of supply from Govt. departments, Urban Local Bodies, Police organizations and other
influential consumers etc. which has to be addressed on urgent basis. As on 01.04.2010 about Rs.400 crores
is outstanding against various Govt. departments, urban local bodies and public sector undertakings (State
Govt.- Rs.203 crore, urban local bodies — Rs.108 crore, PSUs — Rs.80 crore). Section-56 of the Electricity Act,
2003 and Regulation-100 of OERC Distribution (Conditions of Supply) Code, 2004 empowers the DISCOMs to
disconnect power supply in case of default, in paying electricity dues. However, because of the interference
and intervention by the district administration and veiled threats against the DISCOMs, in the matter of
disconnection of power supply to ULBs, the Police, Hospitals, Water Supply, etc., the DISCOMs are practically
not in a position to take any action in the matter. This is a matter of serious concern. Firstly they do not pay
and then they threaten the DISCOMs with all kinds of dire consequences if they take steps for disconnection.
This kind of arm twisting of the DISCOMs is having a deleterious effect on the finances of the DISCOMs.
Other consumers point their fingers at these Govt. Depts. and organizations, quote their examples and do
not pay their bills. Their song is that, if Govt. Depts. are defaulters and their connections are not disconnected
for default, then there is no earthly reason as to why the law should be enforced only against them. Thus, the
malaise spreads, seriously impacting the revenues of the DISCOMs and consequential cascading effects on
repair, maintenance and inability to pay for power purchases, leading to sickness and eventual break-down
of the system as a whole. The behaviour and attitude of all arms of the Govt. should be exemplary. It does
not behove Govt. Depts. to be seen as defaulters and consumers who do not pay for services. Unless Govt.
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22.

23.

24,

25.

Departments, Urban Local Bodies, PRIs, Co-operatives, Public Enterprises become regular payers of electricity
dues, as per their consumption it would be extremely difficult on the part of the DISCOMs to take effective
steps against other/all consumers in a transparent and non-discriminatory fashion.

The challenge before power sector in Odissa is, therefore, the urgent need for the State Govt. and the Odisha
Electricity Regulatory Commission to jointly take a proactive action to resolve the various issues. Govt. should
provide administrative support and play its role as effective facilitator for the success of the power sector.
Financial support for 3 to 4 years is also needed from State Government; which the State Govt. have already
initiated as indicated in Para-17.

While the role of government should be restricted to policy making and provide required administrative and
moral support to the various stakeholders of the power sector, the Regulatory Commission has to increase
and expand the present level of involving and associating the consumers in their various decision making in
the matter of protecting the interest of the consumers.

While there is urgent need to ensure sustainable improvement in the quality of supply, the consumers on
their part must realize that if power is stolen by someone in their neighbourhood it is they who would suffer
in terms of quality and quantity of power. Hence, the State Govt., the Power Producing companies, the
Distribution Licensees, the consumers at large must have to work in harmony to ensure that power sector
reform grows from strength to strength in Odisha and the benefit of this accrues to the consumers at large.

At the end it must be realised that the consumer is the kingpin for success or failure of any organization.
Hence if utilities want to thrive in their business of distribution of electricity, they must take proper care of
the genuine and honest consumers in their day to day activities because without such honest consumers
they do not have any business. It is the quality of service to the genuine and honest consumers on which the
distribution utilities will thrive. Hence the distribution companies are required to revamp their internal
administration and fix accountability at different levels to ensure quality supply of power and improve standard
of performance. Though in the transfer scheme, it has been stipulated that the service condition of the
employees shall not be inferior to what was before transfer, it does not mean that to protect their financial
benefit and service condition, the DISCOMs will incur loan or State Govt. will give subsidy or grant to protect
their service condition. It is they, who are required to earn for their service benefits from the business of
distribution of electricity, they are doing in their area of operation. At present, the loss is so high and the
actual cash collection is so low that it is not sufficient to meet the salaries, R&M expenses after meeting the
current BST and there has been default in payment of old BST and other past dues. They should collect
enough revenue which should meet the cost of power supply by GRIDCO, the arrear BST dues, the O&M cost,
salary expenses etc. They should collect sufficient amount of revenue, so that after meeting the required
expenditure, DISCOMs would earn profit which has been included in the ARR approved by the Commission in
shape of Return on Equity. If they increase the collection and reduce the loss, the Management of the DISCOM
would definitely share a part of the profit by way of incentive to the employees. There has to be a relationship
of trust between the employees of the management. It needs to be realized that no amount of outside
support can succeed unless the utilities conduct themselves with greater sense of responsibilities.

Power sector would succeed if the utilities bring in efficiency, cut costs, reduce loss and ensure greater
consumer satisfaction. It would also require strong enforcement to ensure that consumes of electricity pay
for its use. The new mantra for the power sector is therefore, “Reduce cost, Be more efficient, Be consumer
responsive or Perish”.

Opinions, comments, views etc. expressed in this article are of the author only and should not be ascribed to
those of OERC.
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AVAILABILITY BASED TARIFF (ABT)
- ITS RAMIFICATIONS IN ODISHA POWER SECTOR

Bijoy Kumar Misra,
Member, OERC

Nagendra Nath Mahapatra
Senior Consultant, OERC

Background:-

Indian Power Sector witnessed in late 80s and in 90s a chaotic/volatile system condition often subject to
very low frequency during peak load hours with frequency going down to 48 Hz and below many hours a day
indicating a situation of low generation compared to more system demand and high frequency during off-
peak hours with frequency going up to 51.5 to 52 Hz indicating a situation of insufficient backing down of
generation compared to low system demand. In Eastern Region (ER), the high frequency was predominant
and the system frequency even touched 53 Hz and more a number of times.

In late 80s, Govt. of India (GOI) had examined for over a period of 5 years the reform of the tariff structure of
Bulk Power with the object of introducing better System Operation and Grid Discipline through commercial
incentives (Bonus) and disincentives (Fines). For this purpose, GOl engaged international consultants like
ECC Inc. to comprehensively study the Indian Power System and recommend a suitable Tariff Structure. ECC
report submitted to GOI in 1994 recommended the introduction of ‘ABT’ in Indian Power Sector. GOl then
constituted a National Task Force (NTF) at Central level headed by Chairman, Central Electricity Authority
(CEA) and Regional Task Forces (RTFs) headed by Chairman of respective Regional Electricity Boards (REBs).
After detailed deliberation in RTFs and thereafter at NTF, Ministry of Power (MOP) GOI framed the Draft
Notification on ABT dated 7th April 1999 but it remained in Draft stage due to functioning of Central Electricity
Regulatory Commission (CERC) w.e.f. 15.05.1999 as per Electricity Regulatory Commission Act. 1998.

CERC started a suo moto hearing of all the stakeholders on implementation of ABT and vide its Landmark
Order dtd. 04.01.2000 issued necessary guidelines on implementation of Inter-State ABT in Indian power
sector, where for the first time a three- part tariff was introduced viz. capacity charge linked to availability,
energy charge linked to scheduled energy and deviation from schedule being settled through an innovative
instrument called Ul at a rate dependent on system frequency.

NTPC and a number of State Power Utilities had filed Review Petitions in CERC and Writ Petitions in a number
of High Courts challenging CERC Order dtd 04.01.2000 on implementation of Inter-State ABT. After protracted
litigations and hearings, CERC issued final order based on which the Inter-State ABT was introduced in the
five regions as stated in Table below:

TABLE-1
Region Crate of Implementation
Wastern I'W'E) OL.O7. 2002
Merthrrm IR [.122. 7812
suylhein (3R oL01, 2003
Eacstarn {ER] [L.od, 2003
Mrearth -Fascerm [FER ) [.11.7[X13
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2.0. Definition and Evolution of Availability based Tariff:

21

2.2

Tariff in the Power Sector is defined as the rate of charge per Kilowatt hour of Energy supplied to a
consumer/beneficiary. The tariff is generally framed/ designed so as to ensure attractive return on
capital investment in a power project over a certain period of time (Annual Tariff & Multi Year Tariff).

Availability based Tariff (ABT) is a three part tariff consisting of Capacity Charge, Energy Charge &
Unscheduled Interchange (Ul) Charge.

Capacity Charge

*  The payment of the fixed cost to the generating company is linked to the availability of the plant
i.e its capability to deliver MWs, on a day-ahead basis.

*  The total annual fixed charges payable to the generating capacity depends on the cumulative
average availability (MW delivery capability) of the plant over the year. In case the cumulative
average availability actually achieved over the year is higher than the normative plant availability,
the generating company gets a higher payment. In case, the cumulative average availability achieved
is lower, the payment is also lower.

* Hence, the name is appropriately termed as “Availability Tariff”. The fixed charges are the first
element/ component of “Availability Based Tariff” and are termed as “Capacity Charge”.

Energy Charge

%  The second component/element of “Availability Based Tariff” is the “energy charges” which
comprises of the variable Cost (i.e fuel cost) of the power plant for generating energy as per the
given schedule in 96 time blocks (in each 15 minute time block) for the day ahead.

* Itis specifically mentioned here that “energy charge” is not based on actual generation and plant
output but on scheduled generation (Exp: If a Power plant delivers 400 MW against the schedule
to supply 350 MW, the energy charges will be paid for scheduled generation of 350 MW but not
on actual generation/ delivery of 400 MW and the excess generation (50 MW) would get paid at a
rate or penalty to be paid dependent on system frequency prevailing at the time).

Unscheduled Inter Change (Ul) Charge

*  The third component of the “Availability Based Tariff” is payment for “Unscheduled Interchange
(UI)” which takes care of payment for deviation from the schedule at a rate dependent on system
frequency.

3.0. Inter-State ABT

3.1.

3.2.

Frequency-linked Inter-State ABT at the regional level has generated enough confidence amongst
stakeholders in last 8 years and has resulted in significant improvement in Grid Discipline and real time
trading. The third component of ABT i.e. Ul which in a time block of 15 minutes for a generating station
or a seller means its total actual generations minus its scheduled generation and a beneficiary or buyer
means the actual drawal minus its scheduled drawal, has facilitated grid discipline during the interim
period maintaining the system frequency more than 95% of the time of the day in the operating band
of 1.5 Hz (49-50.50 Hz) initially from the year 2003 till 2009 and subsequently contracted to 1.10 Hz
(49.2-50.30 Hz) up to 2™ May, 2010, but that also failed to satisfy the Power System Engineers as well
as the Regulators.

Therefore, CERC vide Notifications dated 28.04.2010 approved to implement the following Ul rate w.e.f.
3 May, 2010 till further order which is now in force and is shown in Table-2 below:
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TABLE - 2

Ay, Frequency of time klock

L rate {PaisefIfwh] Linear in .02 He step

wr.ef 0305, 2010

[it SO T2 ard abwye L,
lii] Beolow D0,20 He & upka 49,70 w15 G0
liii] Beloa 40,70 Hz & upto 49.50 = T

fiw] Bl 49,50 1 Bouplo 49,20

EETI00 plus penally

iv] Belaw 49,20 He

@37 2.00 plus with stringent penalty conditions

3.3. CERC while approving for further contracting the operating frequency band to 0.7 Hz (49.5-50.20 Hz) w.e.f.

03.05.2010, prescribed the following disincentives/ penalties for the users for any deviation from the schedule

and stiff penalties for violation below 49.5 Hz to 49.2 Hz and below as mentioned here under:

*

The additional Ul Charge for each time block between grid frequency below 49.50 Hz and upto 49.20 Hz
shall be 40% + 873 p/Kwh i.e. @1222.20 p/Kwh.

The additional Ul Charge for under injection of electricity for each time block between grid frequency
below 49.50 Hz and upto 49.20 Hz shall be 20% + 873 p/Kwh i.e. @1047.60 p/Kwh.

The additional Ul Charge for over drawal of electricity for each time block when grid frequency below
49.20 Hz shall be 100% + 873 p/Kwh i.e. @1746 p/Kwh.

The additional Ul Charge for under injection of electricity for each time block when grid frequency
below 49.20 Hz shall be 40% + 873 p/Kwh i.e.@1222.20 p/Kwh.

The additional Ul Charge for under injection of electricity for each time block when grid frequency is
within 49.50 Hz to 49.20 Hz for the generating stations utilising coal/lignite/gas supplied under
Administered Price Mechanism (APM) shall be 20% + 403 p/Kwh i.e. @483.60 p/Kwh.

The additional Ul Charge for under injection of electricity for each time block when grid frequency
below 49.20 Hz for the generating stations utilising coal/lignite/gas supplied under Administered Price
Mechanism (APM) shall be 40% + 403 p/Kwh i.e. @564.20 p/Kwh.

3.4. Benefits of Inter-State ABT

*

* ok k¥

Facilitates grid discipline

Facilitates merit order operation (economic generation)

Facilitates bilateral trading in both capacity and energy.

Facilitates Auto Power trading/deem trading through UL.

Benchmarks the Trading Price with the grid frequency varying from Rs.17.46/ KWh to zero price
compelling the Power Engineers to recognize the hours of high demand / low demand in Electricity

Market as well as in the Grid to plan the day ahead schedule/drawal accordingly to avoid stiff penalty.

3.5. Impact of Inter-State ABT in Odisha Power Sector

*

GRIDCO through Ul deem-traded and earned revenue of Rs 1808.67 Cr. during the period from FY
2003-04 to FY 2010-11 as shown in Table-3 below:
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TABLE - 3
Revenue earned by GRIDCO through Ul

Fiman«ial ¥Year Amaunt Received (Rs. in Cr.}
2003404 169.60
2001 05 5704
005 QG 48,45
200607 Ag2.92
F0 R 5[
008 09 174.1%
2009 -10 [-]2AE3.51
FUTE-11 [Frorn S0 18 to 31, 1000100 | 1R [0
Tatal 1502 .67
*  CERC vide their ABT Orders dated 04.01.2000 and 15.12.2000 permitted for free trading of power
between the beneficiaries / states within and outside the Region. Pursuant to the provisions of ABT
Orders issued by CERC as well as the provisions of Electricity Act, 2003, GRIDCO successfully traded the
surplus power in the last eight years and earned revenue of Rs.3559.89 cr. as stated in Table-4 below :
TABLE - 4
Revenue Earned/ amount paid by GRIDCO through Trading
FY Energy traded [in ML Revenue carned [In Bs. Cr.)
2002-01 £639.74 LEE09
2004-05 4527 00 1071.44
LS -2 P1RE I FARVH
20006 a7 12L18,.00 e, 00
2007-05 g4.449 30200
ALNIH-4149 N [ da.ad
2009 10 130,72 112,20
2OL0-2011 April badet, 109 18 22 11 84
Tevtal 11,E75.75 3550 B0
* In post-ABT regime, Odisha adopting prudent commercial practices and taking advantage of its vast

Hydro Resources earned revenue to the tune of Rs 5370 Crs. through trading and deemed trading
through Ul during last eight years.

Intra-State ABT:

4.1.

4.2.

Electricity Act, 2003 stipulates that Indian power sector should be guided by National Electricity Policy
(NEP) and Tariff Policy. Para 5.7.1 (b) of NEP states that ABT regime introduced by CERC at the national
level has had a positive impact and had also enabled a credible settlement mechanism for intra-day
power transfer from licensees with surpluses to licensees experiencing deficits. The State Electricity
Regulatory Commissions (SERCs) were advised to introduce ABT regime at the state level within one
year (i.e. by February, 2006).In Para 6.2 of Tariff Policy, it is stipulated that the availability based tariff
may be introduced at the State level by April, 2006.

Based on the aforesaid guidelines of NEP and Tariff Policy, for introduction of Intra-State ABT in States,
OERC prepared a draft Regulation entitled OERC (Intra-State ABT) Regulations, 2006 and floated the
same in the Commission’s website on 26.10.2006 for inviting opinions/suggestions from the Stakeholders
within 30 days.

*  Suggestions were received from the following Stakeholders on the aforesaid draft Regulation:
%  Orissa Power Transmission Corporation Limited (OPTCL)
%  Orissa Hydro Power Corporation Limited (OHPC)
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Orissa Power Generation Corporation Limited (OPGC)
Utkal Chamber of Commerce & Industry Limited (UCCI)
Confederation of Captive Power Plants, Orissa (CCPPO)
Department of Energy, Govt. of Orissa (GOO)

%  Through due consultation process and considering the views of stakeholders, OERC vide Notification
dated 17.12.2007 finally issued OERC (Intra-State ABT) Regulation, 2007 and sent on 17.12.2007
to Director, Printing, Stationery & Publication, Orissa for publication in Orissa Gazette.

*  The aforesaid Regulation was published in the extraordinary Orissa Gazette on 14.02.2008 and
from that date OERC (Intra-State ABT) Regulation, 2007 was applicable to the whole of the State
of Odisha.

4.3. Based on the preparedness required for implementation of Intra-State ABT by SLDC/DISCOMs / Transco/
Generators/Grid Coordination Committee, OERC vide Lr. No. 1190 dtd. 13.07.2007 issued a Road Map
for implementation of Intra-State ABT in Odisha as indicated below:
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4.4,

4.5.

4.6.

4.7.

4.8.

OERC vide letter No. 1808, dtd. 18.08.2008 asked all the licensees, OPTCL, CESU, WESCO., NESCO &
SOUTHCO and the generators OHPC, OPGC as well as to SLDC to file the status with regard to
implementation of Intra-State ABT to the Commission by 27.08.2008. As no response was there from
licensees of the aforesaid letter of the Commission, OERC vide Letter no. 2770 dated. 29.12.2009 issued
Notice to the licensees, generators and SLDC to show cause by 15.01.2009 as to why a proceeding
under Section 142 of the Act should be initiated for violation of the direction of the Commission. In
response to the Notice of the Commission all the licensees and SLDC submitted their status of
preparedness for implementation of Intra-State ABT in the State which did not satisfy the Commission.

The implementation of Intra-state ABT as per OERC Regulations, 2007 vis-a-vis the submissions in January,
2009 on the preparedness of Licensees and that of SLDC were reviewed by OERC in July, 2009 and OERC
observed that the Intra-state ABT could not be implemented in the State by the Distribution Licensees
as well as by SLDC due to the following reasons:-

*  Distribution System Operation and Control Centers (DSOCCs) of DISCOMs were not fully operational
for online monitoring and operation of Intra-State ABT.

%  SLDC was also not geared up and had not established Energy Accounting and Settlement System
Centre (EASSC) for preparation of both provisional and final monthly Energy Account, weekly Ul &
weekly Reactive Energy Account.

%  On-line Schedule vs. Drawal data in 15-minute mode was not made available in SLDC website.

The OERC as a facilitator had conducted three Meetings in the Conference Hall of the Commission on
18.07.2009, 17.09.2009 and 25.11.2009 where the problems/difficulties relating to implementation of
Intra-State ABT were discussed thread bare in the presence of the representatives of the various stake
holders, i.e. DISCOMs , GRIDCO, SLDC & OPTCL and almost all issues were resolved.

As per the direction of OERC, the “Mock Exercise” of Intra-State ABT (Phase-1) was started in hourly
mode with effect from 20.07.2009 and after availability of 15-minute on-line data in OERC website in
November, 2009, the “Mock Exercise” of Intra-State ABT (Phase-I) was started in 15-minute mode with
effect from 01.12.2009.

OERC conducted full day “Mock Workshop” on 23.12.2009 and again on 05.05.2010 for implementation
of Intra-State ABT (Phase-I). During the period of “Mock Workshop”, an effective inter-action between
each DISCOM and SLDC was made as regards to their command area; points of injections of power to
each DISCOM, points of Intra- DISCOM transfer and its energy accounting etc. The consensus decisions
emerged in the “Mock Workshop” held on 23.12.2009 for effective implementation of Intra-State ABT
were as under:-

*  Intra-State ABT may have to be implemented in two phases. Under Phase-I, Intra-State ABT will
be only implemented amongst GRIDCO and 4 DISCOMs. After successful operation of Intra-State
ABT (Phase-l) for a minimum period of six months; the Phase-Il will be launched including State
Generators and State Captive Generating Plants.

*  All the DISCOMs should fully strengthen their DSOCCs for implementation of Intra-State ABT on
24x7 hours for real time operation mode deploying the required manpower and infrastructure.

*  All the Distribution System Operation Control Centers (DSOCCs) should arrange to display the
Schematic Diagrams showing from the from the Exchange Metering Points of OPTCL Network to
Distribution Network up to 11 KV feeders of the respective DISCOM.
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All the 33 KV Feeders except the feeders supplying to Process Industries, District HQs and State
Capital should be grouped under Category ‘A’, Category ‘B” and Category ‘C’ and are to be provided
with UFR at graded settings of frequency and the same may be intimated to OPTCL for initiating
the appropriate action for installation of such UFRs on priority.

4.9. OERC had initiated a suo-motu petition on 02.06.2010 for implementation of Intra-State ABT (Phase-I)
in real time mode with commercial settlements in the State of Odisha under Regulation 18 of OERC
(Intra-State ABT) Regulation, 2007 as the performance of DISCOMs and that of GRIDCO under Intra-
State ABT (Phase-I) “mock-mode” for the period from 15.01.2010 to 28.03.2010 and from 29.03.2010
t0 29.08.2010 has portrayed a WIN-WIN scenario for all the stake holders. OERC heard the suo-motu
petition on 16.06.2010 & again on 08.12.2010 where the following issues were again raised by DISCOMs,
OPTCL & SLDC for resolution of the same before final implementation of Intra-State ABT (Phase-l) in
real time mode.

*
*

*

Allocation of PPA of each Central & State Generator to DISCOMs.

Allocation of day-ahead scheduling by SLDC in proportion to either as per Demand (SMD) in MVA
or as per Bulk Energy in MU approved in the RST Order of the Commission for FY 2010-11

Implementations of Intra-State ABT in full/at one go duly including the State Generators and the
State Captive Generating Plants or implementation in phases.

DSOCCs are not fully geared up to operate on 24X7 hours basis in absence of SCADA connectivity
with all Primary Sub-stations, 33 KV and 11 KV feeders and in absence of dumb terminals for
accessing the drawal at OPTCL interface points as well as the drawal; of EHT consumers connected
with OPTCL System.

Energy Accounting Settlements System Center (EASSC) has not been established by SLDC for

preparation of monthly State Energy Account (SEA) and weekly Ul accounts based on 15-minute
data.

OERC website data is historic one (past 15-minute data) and that too based on RTUs connected
with auto transformers only.

4.10.0ERC vide its Interim Order issued on 14.07.2010 addressed all the issues and asked SLDC-the nodal
agency as per Intra-State ABT Regulation, 2007 and Member Secretary Grid Coordination Committee
as per Regulation 11.2 (2) of Odisha Grid Code, 2006 for discussion and resolution of all the pending
operational and commercial issues associated with implementation of Intra-State ABT (Phase-l) .

4.11.SLDC conducted a Meeting on 10.08.2010 on commercial implementation of Intra-state ABT (Phase-I)
and discussed and resolved the following issues:

*

*
*
*

Scheduling of DISCOM drawal
Display of Real Time drawal
Invoicing of Weekly Ul charges Payable/Receivable by DISCOMs

Development of a Standard Operational Manual for implementation of Demand Regulation in
case of low availability scenario

4.12.Implementation of Intra-State ABT (Phase-I) with commercial implication was discussed in 7" Meeting
of Grid Coordination Committee (GCC) on 24.09.2010 where DISCOMs opposed the implementation as
they were not equipped with requisite infrastructure. Member Secretary, GCC requested the DISCOMs
to come up with the definite time schedule and to place the same in the 8" Meeting of GCC to be held
on 29.12.2010.
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4.13.0ERC vide letter No. 5549 dated 14.12.2010 again asked Member Secretary, GCC to discuss and decide
the following issues/points in 8" Meeting of GCC to be held on 29.12.2010 relating to implementation
of Intra-State ABT (Phase-l) in real time mode with commercial implication:-

*  SLDC website should be in readiness to make available to all the stake holders the existing available
data in SLDC at present in 15-minute mode.

*  Finalisation of user-friendly formats. These formats with the existing available data are to be
downloaded from SLDC website.

%  Establishment of communication link between SLDC Server with PCs of DSOCCs of DISCOMs so
that dumb terminals can download the data.

%  Finalisation of Agency/Agencies for retrieval of weekly meter data from all interface points of
OPTCL/DISCOMs to supply to SLDC for preparation of weekly Ul Account.

*  Establishment of Energy Accounting Settlement System Centre (EASSC) under SLDC
4.14. Commercial implication of Intra-State ABT (Phase-l) in “mock mode”

4.14.1. Performance of DISCOMs & GRIDCO under Intra-State ABT (Phase-I) Vs. performance of GRIDCO
under Inter-State ABT during the period from 15.01.2010 to 28.03.2010 is as under based on the
15 Minute data available in OERC website:

Under Intra-State ABT (Phase-l) arrangement

CESU has to pay to GRIDCO Rs. 15.35 Cr.

SOUTHCO has to pay to GRIDCO Rs. 17.52 Cr.

NESCO has to pay to GRIDCO Rs. 20.61 Cr.

WESCO will get from GRIDCO Rs. 3.00 Cr.

GRIDCO will receive from 4 DISCOMs a net amount of Rs. 50.48 Cr.
Under Inter-State ABT arrangement

*  GRIDCO has already got from ER Pool Rs. 12.44 Cr.

*  Net receipt of GRIDCO under both the arrangement is Rs. 62.92 Cr.

4.14.2. Performance of DISCOMs & GRIDCO under Intra-State ABT (Phase-I) Vs. performance of GRIDCO
under Inter-State ABT during the period from 29.03.2010 to 29.08.2010 is as under based on 15 Minute
actual data provided by EBC of GRIDCO to SLDC:

Under Intra-State ABT (Phase-I) arrangement

CESU has to pay to GRIDCO Rs. 125.03 Cr.

SOUTHCO has to pay to GRIDCO Rs. 10.33 Cr.

NESCO will get from GRIDCO Rs. 26.98 Cr.

WESCO will get from GRIDCO Rs. 119.64 Cr.

GRIDCO will pay to 4 DISCOMs a net amount of Rs. 11.26 Cr.

Under Inter-State ABT arrangement

*  GRIDCO has already got from ER Pool Rs. 210.67 Cr.

*  Net receipt of GRIDCO under both the arrangement is Rs. 199.41 Cr.

4.14.3.The commercial performance of DISCOMs during the period under review under Intra-State ABT
arrangement indicates that both WESCO & NESCO are very much benefited, SOUTHCO can improve
with a little bit of lowering its drawal but CESU is required to tighten its belt as CESU’s drawal is always
more than the day ahead schedule. GRIDCO is equally benefited under both Intra-State ABT (Phase-l) &
Inter-State ABT regime as GRIDCO will receive more and more from ER Pool if the DISCOMs will adhere
to the day ahead schedule under Intra-State ABT (Phase-l) arrangement.

* ¥ k *k ¥

* k ¥k ok ok
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4.15.Commercial Settlement

4.15.1.Under Inter-State ABT arrangement, the Ul amount payable/receivable is prepared on weekly basis
and is settled as First Charge provisionally by the stake holders i.e. generators and the beneficiary State
Power Utilities on the receivables of NTPC, NHPC, POWERGRID etc. It is a zero sum game. The final
settlement of Ul account is held quarterly under RLDC.

4.15.2. OERC through an additional petition on 25.11.2010 sought the opinions/suggestions from the stake
holders i.e. GRIDCO & DISCOMs to offer their views on procedure for settlement of Ul account as First
Charge on receivables of GRIDCO, OPTCL & SLDC either weekly through a separate account or through
existing escrow arrangement on monthly basis. As in the State of Odisha, all the revenues of DISCOMs
collected in a month are being escrowed to the account of GRIDCO, GRIDCO during the hearing on
08.12.2010 agreed to file the procedure of commercial settlement of the Ul amount amongst the
stakeholders by end January, 2011.

4.16.Benefits of Intra-State ABT

4.16.1. Implementation of Intra-State ABT will facilitate
*  To bring further grid discipline in Odisha Power Sector.

*  To harness spare capacity bottled up within the state-from Merchant Power Plants (MPPs),
Independent Power Plants (IPPs), Captive Generating Plants (CGPs) etc.

%  To promote merit order operation within the state.

*  Toenable GRIDCO, DISCOMs and other market participants to mitigate Ul charges amongst them
within the State.

%  To usher a credible commercial settlement mechanism at the end of every week /every month
and there will be no year-end over-drawal settlement amongst the stakeholders.

%  To promote trading within the state and evolve real time trading price.

5.0. Conclusion:-

The Inter-State ABT at the regional level has generated enough confidence amongst participants/stakeholders
in credible commercial settlement and has resulted in significant improvement in Grid discipline and real
time trading. Odisha was pioneer in Power Sector Reforms in the country and has already notified OERC
(Intra-State ABT) Regulation, 2007 which is in force since 14.02.2008 but in implementation of Intra-State
ABT, Odisha has lagged behind Rajasthan & Delhi as both have already implemented Intra-State ABT in their
States and have improved their operations. Odisha has already earned more than Rs 1800 Cr. since the
introduction of Inter-State ABT in 2003 in Eastern Region and during FY 2010-11 (from April to Oct, 2010) has
earned about Rs 200 Cr. Intra-State ABT which is expected to be introduced in Odisha during FY 2011-12 will
usher further Grid discipline in the State and will enable Odisha for better financial gain under Inter-State
ABT arrangement and the entire Odisha Power Sector will be benefited in the long run.

Reference :-
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PEOPLE’S PARTICIPATION IN
POWER REGULATION IN ODISHA

Er. P.K. Swain
Secretary, OERC

People’s participation however is the bedrock of democracy. That is why the Preamble of our Constitution says,
“We the people of India.............. do hereby enact adopt and give to ourselves this Constitution”. This basic principle
of good governance stands good for all sectors of the economy.

A key sector of any developing economy such as ours is the power sector. Electricity lights our homes and powers
industry. Unfortunately, in many developing countries service quality remains unreliable — even for those who
can afford to pay high prices. Expanding access to the 1.6 billion people worldwide who live without electricity,
and improving the quality and reliability of electricity supply are urgent socio-economic priorities.

In general, while framing electricity policy and planning, very little information about the basis for new policy
initiatives is shared with the public. Opportunities for public participation in policy processes remain quite limited,
and when consultations are conducted, input received is not always recorded or seriously considered by
policymakers. The integrity and capabilities of executive agencies need to be improved. Conflicts of interest and
political interference undermine the independence of the electricity executive in practice.

Policymakers, regulators, citizens, and the international community are grappling with the challenges of providing
access to reliable and affordable electricity, and addressing major environmental challenges including climate
change. Good governance is necessary to address the many challenges of sustainable energy.

There are significant legal provisions for transparency, public participation, and accountability in independent
regulatory bodies in India. But effective regulation requires more than just the right rules, and it is vital to
operationalize provisions for access to information and public involvement.

Orissa is the forerunner of power reform in the country. The Orissa Electricity Reform Act passed in 1996 has
adopted five basic principles of good governance, namely,

Maintaining Autonomy
Promoting Accountability
Encouraging Participation
Fostering Transparency
Predictability

The Electricity Act, 2003 incorporated many of the principles and processes of good governance initiated by the
Govt. of Orissa. The stated objects of the Act include protecting interest of consumers, ensuring transparency and
decentralizing management of distribution through local self government bodies & user associations. Section 13
of the Act provides for franchisee operation in distribution to encourage public participation in power distribution
and as per section 14 they are exempted from having license for distribution.

Sections 42 (5,6, 7 & 8) and 181 provide for the establishment of Grievances Redressal Forum by the distribution
licensees and appointment of Ombudsman by the SERC to redress consumer grievances.

Section 57 of the Act provides for a minimum standard of performance for the licensees to be specified in
consultation with “licensees and persons likely to be affected”. Compensation shall be paid for violation of standards.
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Section 59 lays down that information regarding the level of performance achieved by Utilities including number of
cases and quantum of compensation paid should be provided to the Commission and published at least once a year.

Sections-80, 81, 87 & 88 lay down objects and norms for appointment of a Central and State Advisory Committee
to advise the Central & State Electricity Regulatory Commission respectively on major issues of policy and matters
relating to quality of service provided, protection of consumer interest and overall standards of performance of
utilities. Both these Committees have on board representatives of consumers and NGOs.

Section 166 of the Act provides for constitution of Coordination Forums by the Central Government and the State
Government at Central, State and District level. The Fora will ensure smooth and coordinated development of the
Power System in the Centre, State and district level respectively. At the district level the coordination forum will
review the quality of power supply and consumer satisfaction and promote Energy efficiency and conservations.

The OERC has enacted Regulations & adopted operational procedures and guidelines in consonance with the
above provisions. The OERC Conduct of Business Regulations provides for open public hearings where all interested
parties are heard by the Commission which then passes reasoned orders in writing. There is wide communication
of the Commission orders through public notice. Consumer Counsel from among leading NGOs working in the
power sector have been appointed for all four Distcoms by the Commission to represent consumer interest during
tariff hearings.

A State Advisory Committee with representatives from all stake holders including consumers is consulted while
making key decisions. The SAC meets once every quarter to deliberate on various issues and a number of its
recommendations have been adopted by the Commission in its orders.

In consonance with the mandate of the Electricity Act 2003, the Commission has emphasized people’s participation
in loss reduction through operation of franchise system in its tariff orders 2006-07, 2007-08, 2008-09, 2009-10 &
2010-11. In keeping with the Commission orders the four DISCOMs in the State have engaged franchisees in loss
prone area.

As per the mandate of the Act, the OERC framed a regulation called the OERC Grievance Redressal Forum and
Ombudsman Regulation, 2004 and subsequently twelve GRFs and two Ombudsmen were appointed for redressal
of grievances of electricity consumers of the State. A Co-opted Member representing a consumer group who is
normally a member of SAC has been appointed by the Commission as its representatives in each of the GRFs.

A State Co-ordination Forum with the Chairperson and Members of the OERC as Members has been established in
the State and has met in the OERC premises to discuss important issues of policy regarding the power sector.

The Commission has also appointed a number of other consultative committees such as Monitoring Committee
on Standards of Performance and Loss Reduction with representatives from the SAC.

Under its Distribution License conditions, the Commission has approved a Consumer Right Statement. The
Commission also has a fully updated and interactive website where consumers can access all relevant information.
As mandated under the RTI the Commission provides the public full access to all data and records in the interest
of transparency and accountability.

The Commission is committed to encouraging and fostering people’s participation in the regulatory processes.
This is the need of the future and key to sustainability of power sector reforms.

References:

Preamble, Constitution of India

Orissa Electricity Reform Act, 1995

Electricity Act 2003

Empowering People, A Governance Analysis of Electricity, by the Prayas Energy Group
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A)

B)

QUALITY OF POWER SUPPLY AND
STANDARD OF PERFORMANCE

Bijoy K. Sahoo
Director(Engg.), OERC

Quality of Power Supply

One of the major objectives of the Electricity Act, 2003 is to safeguard the interests of consumers amongst
other objectives of developing the electricity industry in a holistic fashion. Section 57 of the Electricity Act,
2003 empowers the SERCs (the Commission) to specify Standards of Performance of a Licensee

Accordingly, in exercise of powers under Sections 57, 58 and 59 read with Section 181 (za) and (zb) of the
Electricity Act, 2003 and all powers enabling it in that behalf, and after consultation with the Licensees, the
Orissa Electricity Regulatory Commission had framed the Regulation regarding the Licensees Standards of
performance called Orissa Electricity Regulatory Commission (Licensees Standards of performance)
Regulations,2004 comprising:

a) Schedule-I: The Guaranteed Standards of Performance —being the minimum standards of service to be
achieved.

b) Schedule-ll: The Overall Standards of Performance — which licensee seek to achieve in discharge of
obligations.

c) Schedule-lll - is the compensation payable to consumer for failure to meet Guaranteed Standards specified
in Schedule-I.

In the aforesaid Regulations as regards to the voltage variations under quality of power supply it has been
specified as below:

The Licensee shall maintain the voltages at the point of commencement of supply to a consumer within the
limits stipulated hereunder, with reference to declared voltage:

a) Inthe case of Low/Medium Voltage, +6% and -6%;
b) Inthe case of High Voltage, +6% and -9%; and,

c) Inthe case of Extra High Voltage, +10% and -12.5%.
Or as amended by the authority from time to time.

As regards to frequency the A.C supply should have frequency variation of 3% on both upper and lower side
from the declared frequency of 50 Hz. As per CEA’s recent Grid Standard Regulation, the frequency of the
grid should be maintained within 49.2 to 50.3 Hz.

These types of standards were earlier also there under the regime of OER Act, 1995. In fact, the Performance
Standards adopted in OERC were generated in line with the OFFER (Predecessor to OFGEM) the Regulator in
U.K.

Standard of Performance:

The Commission has framed OERC (Licensees Standards of Performance) Regulations, 2004. According to
that the Licensees are required to provide quality service to the consumers as listed below:
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Restoration of Power Supply:

The normal fuse off complaints should be resolved within six hours in the urban areas and twenty-four
hours in rural areas. The line break down complaints should be resolved within twelve hours in the
urban areas and twenty-four hours in rural areas. The major line break down complaints should be
resolved within twenty-four hours in the urban areas and forty-eight hours in rural areas. The distribution
transformer failure complaints should be resolved within six hours in the urban areas and twenty-four
hours in rural areas.

Voltage unbalance/variation:

The voltage should be improved within 15 days if no expansion/enhancement is required in the network.
In case of voltage improvement attributable to 11 KV system up-gradations, the matter should be
resolved within 120 days and 180 days in case of 33 KV. If the reason is due to problem in EHT system,
the licensee is required to intimate the reason to the consumer within 7 days. Simultaneously, the
DISTCO should pursue the matter with the transmission licensee to recheck logical conclusion of the
matter.

Meter problem:

The licensee is required to inspect and check the correctness of the meter within 7 days of the complaint.
If the meter belongs to the licensee and the meter is complained to be defective by the consumer the
license should rectify/replace within 30 days. If the meter is burnt due to no fault of the consumer, the
licensee should replace within 30 days. If the burning of the meter is due to the consumer, the licensee
should issue notice within 7 days and replace the meter within 15 days after recovering the cost.

New Connection:

Within 3 days of receipt of application, licensee is required to give 3 days notice for fixation of supply
point. Within 7 days of fixation of the supply point, the consumer is to be intimated the estimated
amount and security deposit. In no case, the applicant should be given power supply beyond 30 days. If
the power supply can not be extended within 30 days due to requirement of up-gradation of S/S and
lines, the Standards of Performance Regulation has provided extra time for such provision.

Billing Complaint:

The billing complaints should be resolved within 30 days.

Reconnection following disconnection due to non payment of bills :

Reconnection should be made within four working hours of receipt of production of proof of payment.
Schedule Outage:

The schedule outage should not exceed 12 hours in a day and in any case it should not be taken beyond
6 P.M. during summer and 5 P.M. during winter. All schedule outages for maintenance purpose should
be done after taking proper work permit. The work permit normally to be taken by 6 A.M. or later and
the work permit to be returned on the same day by 5 P.M. If necessary, the work permit could be taken
again on next day. The line should not be charged unless work permit is duly returned.

If the licensee fails to provide service within stipulated time, it is required to pay compensation to the
affected consumer as per the Schedule-IIl of the Regulation.

For ensuring appropriate quality of supply and to maintain the above standard, the licensee is therefore
required to watch overloading of the system and regularly interact with the TRANSCO and GENCOs
and/or Traders to procure power without hindrance. This is as per the license conditions. The lines and
S/Ss should be periodically up-graded according to requirement and future capacity growth.
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9)

The standards of performance specified in the Regulation shall remain suspended during Force Majeure
conditions such as war, mutiny, civil commotion, riot, flood, cyclone, lightning, earthquake or such

other force and strike, lockout, fire affecting the Licensee’s installations and activities.

The Commission may by a general or special order issued for the purpose, and after hearing the Licensee
and such representatives of the affected consumer group as the Commission consider it to be
appropriate, release the Licensee from the liability to compensate the consumers for any default in the
performance of any standard, if the Commission is satisfied that such default is for reasons other than
those attributable to the Licensee and further that the Licensee had otherwise duly made efforts to
fulfill his obligations.

Recent Activities in this Regard:

Since, the Commission has noted that the quality of power supply to the consumers are allegedly poor and
there is frequent complaints from the consumers about the poor Standard of Performance, the matter was
discussed in the SAC Meeting and a Monitoring Committee was formed with three members of SAC, two
officials from OERC, Govt. Representative and the senior officials from the Transmission and Distribution
utilities. The Committee has adopted one section each of the DISTCOs for turning them around into model
sections. With the above objectives the committee members visited the sections to have a first hand
assessment of the present status. The DISTCOs have submitted their requirements for the sections adopted
by the Committee and whose performances were found to be below par.

The prima facie observation of the Committee Members during the aforesaid visits to each of the DISCOM

sections as follows:

*  Maintenance of proper record and register as required under various statutory standards/regulations

& reporting procedure etc. Adoption of proper maintenance procedures/schedules etc.

*  Providing adequate public/consumer awareness through pamphlets/displays etc. at the sections/

consumer office and /or collection centres which serve as primary consumer interface point.
*  Proper public intimation about planned outages, in co-ordination with OPTCL, wherever possible.

*  Availability of accessories at section level in order to cater to full commissioning and maintenance of

equipments at section/sub-station level.

*  Requirement of adequate delegation of power (including financial) at section and sub-division level.

*  General O&M shortcomings like jumper connection, conductor size & clearances, long lines without
sectionalisation/segregation, lack of AB switches, Breakers etc.

*  Procedural delay/completion in resolution of billing complaints, new connection etc. wherever present.

% Improvement in billing & Collection, with proper consumer and DT/feeders, metering etc. (for energy
audit) with adequate anti-hooking/theft measures and proper assessment of consumer loads to be
adopted for improving revenue with loss reduction, simultaneously improving quality of service through
reduced loading on transformer /conductor and imprvove voltage.

*  Address staff issues like provision of adequate skilled staff with proper communication and mobility
arrangement, training in technical, commercial and service matter etc for proper motivation and effective
interaction with Consumers.
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All the above issues, which do not require any major investment, are required to be attended at the earliest
before attending to the capital intensive measures connected with network quality improvement.

General observations of the Report prepared by the Committee are as below:
%  Consumer service with utilities staffs appears to be satisfactory.

*  Consumer mix of Balikuda, Kanisi and Badagaon of CESU, SOUTHCO & WESCO are similar with one
type of problem, where as Kamarda section of NESCO presents different problem with predominantly
agricultural loads.

*  As per the decision arrived during the said visits, detailed requirement of each section to turn around
them into model sections in six months time were submitted by the relevant DISCOM officials, which
mainly consist of the following :

*  Renovation of primary sub-station involving provision of 33 KV breakers, 11 KV breaker in outgoing
feeder, new earthing,, up-gradation of S/S (if any) including improvement in access/security etc.

%  Strengthening of HT network involving augmentation of conductor size, AB switches/ DP
arrangement, Interposing, guarding, provision of capacitor (wherever required) etc.

*  Distribution Transformer addition/augmentation as per requirement.

* LT network strengthening, conductor up-gradation including mostly AB cabling, sectionalisation/
short feeders etc.

*  Manpower augmentation, orientation and training programmes
*  Mobile operation & maintenance group on temporary experimental basis

*  Improved metering, billing and collection measures alongwith periodic consumer interface
programme, liasioning, improvement with police authorities

%  Exercising option of franchisee operation for improved revenue etc.

% Infrastructural development programme at the section level/office, fuse call centres/staff quarters
etc.

Other observations of the committee are as below :

*  Sometimes Distribution faults seem to be reflected back on OPTCL system, the DISCOMs and OPTCL
should make proper relay and protection co-ordination.

*

The DISCOM s should ensure that they comply with CEA. Technical Standards for construction of electric
lines (Part-B — 33 KV and below).

DISCOMs should think over providing independent feeders for essential loads of 5 MVA and above.
Separate rural feeders should be provided, where-ever required.

Routing of lines through prohibited/reserve forest should be avoided as far as practicable.

* ok ¥ ¥

For Balikuda, Kanisi and Badagaon section having predominantly semi urban and industrial consumers
etc., to improve reliability and security of supply, improved use of auto reclosures, ring manned units
(RMUs), fault passage indicator (inc conjunction with sectionalisation) etc. can be explored as per techno-
economic consideration on experimental basis.

*  For Kamarda Section having predominantly agricultural loads, rural feeders, supplying to agriculture /
irrigation loads can be separated from other loads. Insulating paints in coastal area on the line materials
in bad conditions should be tried to prevent corrosion and theft.
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*  The DISCOMs were requested vide letter No.5233 dt.04.11.10 to make presentations on the following.
The full committee was to vet and agree on the report for recommendation and action plan.

*  Proposed Action plan (including requirements) — to be consolidated in nature.

%  Pert /CPM — Time chart & modality for implementation

%  Modality of review /monitoring of periodic progresses in implementation (including whether any
3rd party support is required in such works i.e. say field monitoring, quality of jobs etc.

%  Devising ‘On Line’ MIS (i.e. with OERC & discuss website link and /or other suggestions, if any.)
*  Modalities for final assessment on completion of assignment, through field visits etc.

It has been advised that while attempting to turn around the sections into model one, there should be no
attempt to incur extravagant expenditure on material, manpower or other resources so as to reap maximum
benefit out of least possible cost. The DISCOMs have been advised to look into the area of distribution
automation, improved staff mobility & communication and new technological interventions with aim to
optimize manpower. They were also requested to fill up the vacant posts with technically qualified manpower
and resort to temporary outsourcing wherever required and to review the final requirement after completion
of the exercise.

Since, no baseline data on tangible parameter which will be measured at the beginning and end of the
exercise (i.e., to access the success/efficacy of the exercise, including setting targets therein) like (say):

* tail end voltages

*  average interruption duration, frequency etc.(reliability indices SAIDI, SAIFI, MAIFI)
*  Average new connection time and complaint resolution time.

*  Distribution transformer rate etc.,

the DISCOMs have been advised to maintain such records for monitoring purpose.

As regards, to timeline and periodic progress monitoring thereof with design of online MIS, JD (IT), OERC has
prepared sample formats. The Progress Review Method is to be finalised in a week after interaction with the
Utility Officers.

The utilities have been asked to submit their requirements for the sections looking into the above observations
of the Committee. The inputs from OPTCL and SOUTHCO have been received. The Committee shall go ahead
with the job on quality of supply and Standard of Performance after analyzing the submissions to be made by
the utilities shortly.

Further, the Commission had instituted the Technical Enquiry of the Utilities’s system by independent experts.
The licensees are following up with the reports of the Enquiry Committees for necessary compliances and
the Commission is also periodically reviewing the matter from time to time.

Safety

The primary responsibility to deal with the accident and safety matters lie with the Electrical Inspector. It is
seen that electrical accidents have become an order of the day and requires urgent attention of utilities
especially in view of the poor dilapidated condition of their network. The accidents are occurring in the
households due to negligence by the consumers. This is also happening at public places due to various reasons
like non-adherence to safety standards by the utilities, improper inspection and rectification of defects of
electrical system in the place of large public gatherings. The electrical network runs through forest area to
cater to the load centres. The trajectory and geographical topography of the forest lands makes it almost
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impossible to maintain appropriate clearances from the ground. This is also leading to electrocution of animals.

It is, therefore, responsibility of all concerned to make the electrical installations properly inspected by the

appropriate authority and fault rectified. The Commission on its part is enlightening the consumers about

the importance of electrical safety. The Commission has further taken suo mutto cognizance of the accident
cases and has ordered for imposition of penalties on the officers of the licensee. The Govt. should provide
adequate support to the utilities to turn the overhead system into underground cables specially in the forest

areas. The exercise of safety is a continuous one and the Commission shall continue to do its part in the
matter.

Energy Conservation

The energy Conservation Act of the Govt. is in force. The EIC-Electricity of Govt. of Orissa has been designated
as the State Designated Agency for Energy conservation purpose and accordingly he is issuing guidelines

from time to time in this regard. The Commission on its part is going to specify the Demand Side Management
Regulation which is under process.

In context of the above, major internal action plan of the Engineering Division for time to come is as below :

*

*
*
*

*

* 0k Kk ok ok ok Kk kK

Transmission Planning & Long Term Demand Forecast for the State of Orissa.
Annual System Performance of OPTCL.
Annual Guaranteed and Overall Performance of the Distribution Licensees.

Monitoring the recommendations of the Technical Enquiry Committees constituted to know the Status
of Maintenance of Power House, Grid Substations, Distribution Substations and various Transmission
& Distribution Elements.

Amendment/Up-dating of Orissa Grid Code, after analyzing the proposal either by Grid Co-ordination
Committee or by the orders of the Commission after following the due procedure.

Periodic amendment of OERC (Conditions of Supply) Code, 2004/ Standard of Performance Regulation.

Monitoring the implementation of the recommendations made by the Working Group constituted for
“Technical Loss Reduction”.

Analysis of Electrical Accidents and issue of specific guidelines on receipt of Consumer Complaints in
order to improve power supply situation in various Licensee’s area.

CEA, CERC, FOR, Assembly Questions, Parliament Questions, Press Releases.
Input to Tariff Order.

General Consumer Complaints.

Monitoring of License Fees.

Technical visit to licensee area, S/S and Electrical Installation.

Input to finalise the Case Orders.

Distribution and Transmission Standards.

Energy Conservation and DSM.

Renewable Energy Certificate Mechanism
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ANNEXURE - 1

SCHEDULE OF COMPENSATION AND MANNER OF PAYMENT

Lervice area

Componsation payable o
affected consumer

Manner of paynent

Normal Fuse-off

LIrban bdreas

He, 200 e cach case of

fwatormatic
Cther Areas thatault
Line Breakdowrins
Urban Areas K. 100 Lo cach allecled To be Claimed

COn=UrTiET

Cther Mreas

Distrihution Transformer failure

Urban &reas

[i=. 200 ta rach affecterd
consumer

Tra b Claimuedd

Cthar Areas

Perlod of scheduled outages

RAawimum curatinn in a single streteh Rz 200 to each atfected To be Claimed
Restoration of supply ronsimer
Voltage Variations
Mu expansionfenhancameant of network iz Fy. 200 to each affected
involvad LOMNSUITIET
Fs.500 tu each affected Altamatic

L pradation of distribulion syskam s reguined

ronsmear

Harmonics

LI cestncLlans

HT rernnectinns

o b dlecidod by Lhe
Cormrmissicn gt dppropriate
time.

Meter Commplaints

Inspect anc check correctness

[i=. 100 in pach mAse of
thatault

Tra b Claimed

Meplace alow, creeping ne stuck op meters

Fx.100 in each cose of
cletault

drtamatic

feplace bumt meters if cause not attributahle o
COnsumer

[i=. 200 0in pach mAse of
ceTaull

Autornatic

Replace burnt meters in all other cases
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fpplicatian for new cannection/additional laad

Connection feasikle from existing network

Releasze ot supply

100 foer e ach fday of

defuult

Sutomatic

MNetwork cxpansionfenhancement regulred for providing g connectlan

Realoase of supply—Low Tension linglugding
Aagriculture)

K 106 [aonr 2ach dayal
detault

Tor e Claimed

lielease nf supply—High Tragion 11 Ky supply

Ry 500 for wach day of
detault

Tor e Claimed

Releasze ot supply  Extra High Tensian sernvices

R, S Tor cach dawal
default

fuutoniatic

Erecticn of Substation required for relesse of
supply

Fs. 1000 for each day of
cletault

Al Lol

Transfer of ownershlp and conversion of servloe

Title transter ot awnership

i 1O foer e Aach fay of
defaull

fiutonmiatic

Change af categony

Conwersicn tram LTl-ph to LT 3-ph

R 100 [an 2 ach day al
default

futonmiatic

Cenversicen from [T 0 HT and wire-weraa

Bos, 2060 T cach day al
default

Aprtematic

fesaliution of complaing

lis R0l frr fach day nf default

Antematic

Reconnection of supply following disconnection

Idrban Areas

Glher Aroas

=100 far each case of
defanlt

Automatic

/126 //




RECOMMENDATION OF THE ENQUIRY AND DIRECTIONS/ORDER OF THE COMMISSIONS FOR
INSTALLATION AND UP-GRADATION OF TRANSFORMER, S/S AND OTHER IMPORTANT MATTERS
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MENACE OF DISTRIBUTION LOSS AND SUSTAINABILITY OF
POWER SECTOR — WAY FORWARD

Dr Madhu S Panigrahi,
Director (Tariff), OERC

The issues involved in efficient distribution of electricity which were not so much of a point for discussion a
decade back, have of late started drawing maximum attention because of growing concern that the power sector
in general and distribution sector in particular might go sick because of inefficient operation of the Distribution
Sector. With growing industrialisation and urbanisation and adoption of the concept of inclusive growth, appropriate
planning for power sector has become all the more important. Historically, rigorous planning has been done for
addition of generation capacity and expansion of the transmission network. However, the distribution systems
have generally grown more or less in an un-planned manner resulting in high technical and commercial losses in
addition to poor quality of power supply. Efficient operation and maintenance of distribution system is the need
of the hour. This has been hampered due to non-availability of system topological information and information
relating to current status of the distribution components such as distribution transformers, feeders, etc. Lack of
efficient tools for operational planning and advanced methodology for quick fault detection, isolation and service
restoration are some of the other reasons. All these lead to increase in system losses, poor quality and realiability
of power supply in addition to the increased peak demand and poor return in terms of revenue earnings. Keeping
the above contributions to higher losses and poor quality of supply in mind, it becomes necessary to improve the
operation of the distribution system through system upgradation, routine maintenance and monitoring of the
system.

The distribution system is generally considered to include high-voltage (33 kV and below) power lines, electrical
substations and pole-mounted transformers, medium / low-voltage/ (400/ 230 V) distribution network. The
development of distribution system poses new challenges in the changing world, where levels of electrification
need to be increased and electricity served reliably for sustainable economic and social development. Technological
development and adequate regulations are required at the distribution level to respond to new energy challenges
and the restructured environment. There is a need for a change in the way distribution systems are designed,
planned, operated, and managed for both developed and developing countries in general and for our country in
particular . All changes should ultimately ensure optimal and economic service to the consumers of electricity.
While the basic parameters remain the same, the challenges to be met are substantially different. Unfortunately,
several persistent problems with distribution systems have lingered for many decades. They did not receive the
attention they deserved under the regulated environment when compared to generation and transmission. Very
little attention was paid to the planning, design, operation, and management of these non-bulk systems.
Performance optimization for efficiency, regulation, and other measures was not adequately addressed.

Ideally, losses in an electricity system should be around 3% to 6%. In developed countries, it is as high as 10%.
However, in developing countries the percentage of active power losses is around 20%. The electric utilities are
currently interested in reducing the loss levels in order to become more competitive, since the electricity prices
are a direct function of the system loss levels. There are historical, geographical, economic and political reasons
behind the chaotic distribution system that we have inherited. As a nation we have one of the highest T&D losses
in the world and Odisha has performed at a level lower than the national average. A lot of things have to be
undone and mind sets changed before the Distribution System looks forward to cater to the growing needs of
industrialization and urbanization. The present status, in spite of 15 to 16 years of reforms, is far from satisfactory
and the distribution companies in Odisha and similar states are reeling under loan liability and are far from being
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comfortable. However, a silver lining for a better future is the gradually developing awareness on three very
important issues, one, that there has to be substantial investment to raise the bottom line of the distribution
system, second, advanced new technology must be introduced to make the reforms sustainable, third, the sector
has to be operated professionally with private public participation (PPP). The AT&C losses on an average are
around 39% in the State which has to be brought down to 15%. An investigation into the actual quantum of AT&C
Loss in Orissa reveals that during 1990-91 and 2009-10 the actual AT&C loss stood at Rs.20,491.36 cr. Had we
achieved the most desired target of AT & C of 15%, the quantum of AT&C loss would have come down to Rs.6,611.36
cr. which would mean a saving of Rs.13,880 cr. during the period under review. There are feeders where the AT&C
losses are in excess of 70% and other places where reduction to 15% is possible with minimal effort. On the whole
the Distribution system does not meet the base line minimum requirements in following important aspects:-

i)  Voltage regulation

ii)  Power quality

iii) Power availability

iv) Power reliability

v)  Affordable, Equitable & Rationalized Tariff
vi) Desired Collection Efficiency

vii) Desired Billing Efficiency

It has been demonstrated in many countries that T&D losses can be brought down below 10% by careful planning
and monitoring and power can be reliably delivered at affordable price. Giving an allowance of 5% more for
spatially distributed loads and subsidy etc, a total AT&C loss of 15% is achievable, and some of the States have
already achieved it in India. The Central Govt. has taken a few reform measures that have started showing positive
results. The APDRP, R-APDRP and RGVVY schemes are some of the initiatives that have helped in reduction in
ultimate loss levels. Billing efficiency and collection efficiency have improved. In fact some of the states have
started looking forward to modernize the system further and completely automate it. If the progress made
internationally and at national level is critically examined, the way ahead for the Distribution Sector looks full of
promises. What is required is a systematic and scientific transformation supported by a strong Government will
and public support. The way ahead can be promising if certain basics in Electrical Engineering are remembered,
quality equipments are put in place, maximum benefit from IT availed, modern technology introduced and project
management and vigilance are tightened.

In its mid-term review report of the 11* Five Year Plan, the Planning Commission has observed that the weakest
part of the power sector remains in distribution which has been incurring huge losses. The Planning Commission
in the said review has observed that while T&D losses at the national level were expected to decline from 29% in
2006-07 to 27% in 2007-08, AT & C losses were reported to be over 30%. This has led to high financial losses of
DISCOMs across the country which is estimated at Rs.30,000 cr. The difference varies considerably across the
states. Among the major states, Andhra Pradesh, Tamilnadu, Punjab and Himachal Pradesh have reported AT&C
losses below 20%. However, in States like Orissa, Madhya Pradesh, Assam, Haryana, Rajasthan, Uttar Pradesh,
Uttarakhand, Karnataka and Maharashtra, AT & C losses have been reported to be over 30%. The state utilities
are incurring huge losses due to the unsustainable level of technical and commercial losses due to pilferage and
inefficiencies in metering, billing and collection of revenue. The 13 Finance Commission has estimated that these
losses would be around Rs.68,643 cr. in 2010-11 which would escalate to Rs.116089 cr. in 2014-15. This would be
the result on account of the unsustainable levels of AT&C loss which is caused by redundant networks, pilferage
and theft, inefficient metering and inadequacies in billing & collection and not allowing the DISCOMs to recover
their requisite cost of supply and a high level of cross-subsidization among various classes of consumers. Statistics
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presented by CEA during a Conference on the Roadmap to the 12" Five Year Plan last year are equally eloquent.
Out of 56 distribution utilities in the country, 33 have AT&C losses of more than 30%, 10 are in the 20 to 30% loss
category and 13 are in the below 20% range. States like Bihar, Orissa, Uttar Pradesh are lagging behind as far as
reduction of loss levels is concerned. High tariffs and low recovery of cost of power supplied is one of the
characteristic features of the distribution business in India. It has been observed by the Planning Commission in
its mid-term review report that despite India having one of the highest levels of tariffs in the World, its distribution
utilities are unable to achieve full cost recovery because of very high levels of distribution losses. Although the
average tariff in FY 2009-10 increased to Rs.3.37 per unit from Rs.2.87 per unit in FY 2005-06, the average cost of
supply rose to Rs.4.16 per unit from Rs.3.60 per unit during the same period, resulting in a gap of around 89 paise
in FY 2009-10. Chairperson of NTPC, Shri R.S. Sharma has warned that such increasingly higher level of losses if
continued and no solution is found for their reduction, it will be difficult to maintain the interest of investors in the
generation and transmission sectors too.

Technical and Commercial Losses

The transmission and distribution losses occur on account of technical and commercial reasons. The losses occurring
on account of technical factors are known as technical losses. The losses occurring on account of non-technical
factors or commercial factors are known as commercial losses.

Technical Loss

Electrical power losses in distribution systems vary with numerous factors depending on system configuration,
such as level of losses through transmission and distribution lines, transformers, capacitors, insulators, etc. Power
losses can be divided into two categories, real power loss and reactive power loss. The resistance of lines causes
the real power loss, while reactive power loss is produced due to the reactive elements. Normally, the real power
loss draws more attention for the utilities, as it reduces the efficiency of transmitting energy to customers.
Nevertheless, reactive power loss is obviously not less important. This is due to the fact that reactive power
makes it possible to transfer real power through transmission and distribution lines to customers. The total real
and reactive power losses in a distribution system can be calculated using equation 1 and 2.

"ar

| X | L; ! I il
=1
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Where n_is total number of branches in the system and | L | is the magnitude of current flow in branch I, r.andx

are the Resistance and reactance of branch I, respectively. Different types of loads connected to distribution
feeders also affect the level of power losses.

The distribution network is the terminal stage of power system and ends with the retail consumers. The problems
which may be found in the distribution network affect both consumers and utilities. One of these problems is the
problem of voltage drop that must be reduced to keep the voltages at load points within standard limits. The
voltage drop problem may arise when using lateral radial feeders with long distance or feeding large loads.
Therefore, the solution at different nodes of the system must be controlled. Voltage control means actually reactive
power control. Consequently, controlling the reactive power and regulating the node voltages resultin a reduction
of power loss which is of great concern to utilities. To enhance the voltage and to control the reactive power, the
distribution systems are equipped with a lot of voltage controlling devices such as network restructuring, DG
implementation, tap-change Transformers, voltage regulators, shunt/series capacitors etc.
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As is well known, technical loss is caused due to poor distribution system and take place in the following locations

as given below in tabular form.

Location of Technical Loss

Line lossas - Loss in conductors/cablas whare lower size conductors are used. This

causes sags and temparature rise in conductors which further
assravata the loss,

#  Lossin higher loaded phase wire = due to unbalanced leading,

#  Lossdue to current in neutral tor casas ot unkalance where neutral
wires of lowar size are usad [like 3 ¥ core cables, and neutral wires of
zize lowwar than phase wires),

#  Loosening of strands [in multi -strand conductors like AC SR, A0S 800,
ek, ).

Loss in mid -span jointsyor any | #  Contacts of joints due to improper installation and loosensss,

Lanneclioms

joint] and &t terminaticns #  Contacts ot joints due to inadequate surface area of contack,
Leass irt Leairesfearmc s Tlowpically = Leawmer conree Lisans ql Bushings,
OTa) F  Bendin jurnpers ol conneclors whe e Lhe sbands are nol ghly held,
= High na lead less depending un Lepe of core wwed,
#  High na-load lass in repained transformers, where the core has nnt
beseen proeapeedy Lighi Lo,
F o M e oy inocase s laope nummiber al igh Uy leaded DT,
#  High vepper leas Tar Lrane larmeers eperaling «Lwsub aplimal lauding
which it nal carrme rsurale with the designed aplimal laading,
I eass ik sereice cables and *  lUnderaized serdice cahles,

Leass i jeainils el service oabbes al the palesfiunclion boses,
*  Lsraf inappropriate fastensrs wit hoot spring washers at tle crimpenl
jeairtlz.,

3~

I eass ue toxhigh i rpeda nee
faults

Iree touching, crrepers, bird necing,
Insulatinr hreakages and rracking on surface of the insolator.

leass i re-wirend fuspsjumpers

| anze cnnnertions,
Imarl erjuate size of fuse wires — nften a scurce of hod 2poks.

R W

As per TERI the factors contributing to High Technical losses are as follows:

*

*

EE S SR S

Inadequate investment in transmission and distribution particularly sub-transmission and distribution. While
the desired investment ratio between generation and T&D should be 1:1, during the period 1956-1997 it
decreased to 1:0.45. Low investment has resulted in overloading of the distribution system without
commensurate strengthening and augmentation.

Haphazard growth of sub-transmission and distribution system with the short-term objective of extension of
power supply to new areas.

Large scale rural electrification through 11 KV and LT lines.
Too many stages of transformations.

Improper load management

Inadequate reactive compensation

Poor quality of equipment used in agricultural pumping in rural areas, cooler, air-conditioners and industrial
load in urban areas.
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Commercial Loss

Commercial losses are caused by pilferage, theft, defective meters and errors in meter reading and in estimating
un-metered supply of energy. The places where non-technical losses take place are given below:

Location of Non-technical Loss

Moar accuracy of metars,

Large errers in CT5/PTs,

valeaze drop in FT cables.

Leaoze conreecLicen in FT seine LeeninaLiones,

Crer e ed T,

W lwere e lers weilhau L Larnpeproo | fLamper duelerrenlLampoer

evidenl meelers ame usaed,

HFoor gquality sraling of meters,

Lack ol sl st weal moniloring ond rmonagemenl syslarm,

Shabbey insLallalisn ol rroeler and moelering wyesbermes,

Fapesed 15 F LS wheare such dedices are nnt properly securitisel.

From gwarhead “bare” conductors.

I ran open junction haxes [in cabled  systems|,

Fuprsed connertions fjoints in service cahles,

Bwpassing the neutral wires in metears.

Lack of propoer inslrurnenbation [melering) in Teoders and GTs lor

carrying out anargy audits.,

Mual wsing, muolers wilh opperapriole dola oo gring lealures in eedoer and

OT rrisxlezg,

#  Lack ol a syslem I carrving aul reaular fencnlhly) ey aceaunling

Cricrgw accounling, wyslerm Lo mionilor lesse,

& Crrarsin sending cnd mclers, CTs and PTe,

o Lo copreeclicns in BT s Dehich resulls in e walLage ol Teeder
rrcle Lerninal s,

¥ Fhergmy acenunting ermors (by hok follivaing a srientific method for

crcray audilsd,

Lz=s at cansumer end mekers

Lo I A . R R

Tampering/bypass of metars

o

'1.'

Filferage of anargy

ey owow

""..

¥ Avniding meter reading dus toseveral rauses like house lock ing, meter
nat traceakla, ste,

¥ Manual dunintentional grrors] in rmeter reading,

= Intentional errorsin meter reading qrallusion by rmater readers),

. . »  Cpffea shop reading,
Frrorsin meter Ferading . ) . ] .

»  Data punching errers jat MRland by metar readers),

»  Data punching errers by data entry opearakors,

»  Lack of validation chacks,

»  Lack of management summaries and axception report 5on metar
reading.

#  Crrarsin raising e carregl kil

Foo Manipalalionfchanges mads inomeler reading al Billing cenlres = gk

Errarzin bills ; o
ol & syl boassure inlegrily in daola,

A Lack ol =esloern Looensure bills are delivered,

¥ lack of system tntrace defaulters ineluding regular defaulbers,
Lack of aysterm for timele disoonnection,

¥ iLare b ke taken for reliable disconnection of supply cechers En
tliscan k],

Receipt of payment
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There are several factors which contribute to huge commercial loss occurring in our country which are as follows:
Theft/pilferage of power by existing consumers.

Illegal connection from distribution line by non-customers.

Incorrect estimation of energy consumption in respect of un-metered connections.

Defective metering.

Meter reading errors.

Tardy billing and poor revenue collection.

Lack of accountability.

EE S R S S S G

Defects in CT and PT circuitry
Distribution Loss Targets & Achievements in Orissa

With the unbundling of the OSEB and formation of GRIDCO in 1996, the erstwhile GRIDCO had formulated a loss
reduction programme along with load forecast and generation planning. The total loss (T & D) in 1995-96 was
projected at 46.4% comprising of 25.5% non-technical and 20.9% technical losses. For the year 1997-98, the
technical losses were expected to be brought down to the level of 20% and non-technical losses to the level of
15% so that the total T&D losses would be estimated at around 35%. At that time, the Commission considered
35% as an appropriate figure for T&D losses for the year 1997-98. For the year 1998-99, the Commission maintained
the bench-mark T&D loss level at 35%. Subsequently, the Commission pronounced its First and Second Business
Plans where the various loss parameters were clearly defined and laid down.The actual distribution loss and AT&C
loss levels achieved by DISCOMs are presented below:

Actual Distribution Loss and AT&C Loss (in %)

10-11
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These achievements are much below the targets set by OERC in its Business Plans as well as in successive Tariff
Orders. The situation is still worse if one looks at the distribution losses achieved by the DISCOMs at LT side of
distribution alone which is summarized as under:
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Distribution Loss at LT Level (in %)
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The transmission and distribution losses in the country on an average is 25.47% whereas in case of Odisha it is as
high as 39.93% in 2009-10 against the norm fixed by OERC at 24.45%. Similarly, the Aggregate Technical and
Commercial (AT &C) losses on an average in the country is 28.44% but in case of Odisha this is as high as 39.15%
in 2009-10 which is much higher than the target fixed by OERC at 25.96%. This is a serious concern for the State,
the licensees and the consumers at large.

Ideally, the technical and commercial losses should be reduced to 15% to make the sector viable. The drastic
reduction of losses both, transmission and distribution and AT&C losses is the single most essential measure for
turning around the power sector. The various elements involved in the management of distribution losses may be
classified under the categories of governance, commercial and technical issues. For effective control of AT&C
losses, the State and State power utilities will be required to initiate action on all three fronts. OERC would ensure
that the utilities work jointly with the State Government in these directions.

1. Measures for Loss Reduction

There are useful measures which can be adopted for reduction of technical and commercial distribution
losses. These include the following:

a) Distributed Local Generation:

Distributed Generation is very useful to supply power in rural and remote places where the long
distribution lines result in high losses. Adoption of local generation dispenses with the construct grid or
transmission network. Further, the cost of laying transmission lines in rural areas cannot be recovered
due to low return. Distributed Generation can help to reduce congestion on the power lines and
strengthen local area transmission and distribution reliability. It also reduces the likelihood and impact
of large-scale power outages while smoothing output fluctuations from individual power systems.

b) Technical Measures:

Reduction of LT Line Length

Upgradation of voltage level

Use of capacitors in lines at the consumer end for improvement of power factor
Load balancing

Upgradation of transmission voltage by conversion of 11 KV to 33 KV

Laying of 33 KV express feeders for high density urban loads.

Reconductoring of lines

Introduction of 132/33 KV substations

Introduction of power factor incentive and time-of-day tariff

* X% Kk Kk ¥ Kk Kk ¥ k k

Systematic Planning, design and operation of distribution system

/144 //



c¢) Commercial Measures:

Installation of LT- less distribution transformer of smaller capacity

Service connection through cables

Limiting extension of LT lines to a few spans

Limiting the size of the distribution transformer to 25/63 KVA

Locating distribution substations in appropriate places

Using aerial bunched conductor

Pole scheduling

Load census

Conversion of LT to 11 KV line.

No power supply without a correct meter

Use of high accuracy static meters

Effective monitoring through energy audit

Introduction of computerized billing system with an in-built reporting system
Simplification of the procedures for temporary connections

Introduction of “Tatkal” scheme

Fixing accountability for the field staffs

Creating public awareness about the impact of theft on electricity tariff
Creating public awareness about the legal consequences of theft of electricity
Creation of Franchisee, flying squads and Special Task Force for detection of theft
Introduction of Availability Based Tariff

Demand side management

Information Technology applications and distribution automation

Employee and consumer Training

* 0k Kk ok ok ok Xk Kk Kk X Xk ok Kk Kk X *k *k ¥ Xk X % * * ¥

Creation of renewable energy sources
*  Metering, Billing and Innovative methods for Revenue Protection
2. Measures Undertaken for Reduction of Distribution Loss
a) Central Government Initiatives

The Ministry of Power had suggested a six-level intervention strategy in order to create a healthy
distribution sector which is as under:

i) National level
- Policy formulation, technical guidelines and standards, APDRP assistance.
ii)  State level

— Tariff fixation, corporatization, subsidies and budgetary support.
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i)

iv)

Vi)

SEB level

— Restructuring, increased accountability, development of MIS, T&D loss reduction.
Distribution circle level

— Reducing outages, improving reliability.

Feeder level

— 11 KV feeders as business units

Consumer level

- Mandatory metering, Discipline of disconnection for non-payment and Stringent Penalties
for theft.

The Ministry of Power also has suggested District Level Distribution Improvement Plan in which

all the districts in the country would have a detailed distribution improvement plan. Further,
strengthening of sub-transmission & distribution network has also been suggested which involves

three broad areas of action viz. commercial, technical and manpower restructuring.

i)

i)

iii)

Commercial action includes tamper proof metering at all levels of transformation and for all
the consumers; operationalising energy accounting up to feeder level; de-centralised
computerised billing & collection; development of MIS and proper duties & responsibilities
up to the line man.

Technical action involves conversion of the existing distribution network into a high voltage
distribution system (HVDS) which covers reduction of LT lines; taking high voltage line up to
the load centre and supplying power through smaller capacity energy efficient distribution
transformation; reconductoring of over loaded lines; power factor correction; Geographic
Information System(GIS) mapping; pole-wise consumer information etc.

Restructuring the manpower involves review of the manpower right from the Superintending
Engineers to the line men and fixing proper duties, responsibilities and accountability at
each level.

The MOP while providing financial assistance under APDRP, felt necessary that the reform
process was to be further incentivised and ,therefore, it was proposed that reward to SEBs/
Utilities should be evolved based on actual reduction in cash loss and accordingly a Cash
Incentive Scheme was introduced. Expert Committee on State Specific Reforms headed by
Shri Deepak Parikh also recommended a one for two matching grant incentive based on cash
loss. Among the other measures suggested by the MOP are Energy Audit, Demand Side
Management, Supervisory Control and Data Acquisition (SCADA), GIS Based Mapping,
Customer indexing and asset coding.

Further, technological reforms may be brought in by introducing High Voltage Distribution
System (HVDS), spot billing, Customer Analysis Tool (CAT), Geographic Information System
(GIS), customer care, installation of electronic meters at sub-transmission and distribution
level, replacement of faulty meters, computing Aggregated Technical and Commercial (AT&C)
losses, consumer indexing, improving billing and payment mechanism, introducing an LT
less distribution system, improving quality of power, setting up customer care centres, training
employees etc.
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Amendment of Electricity Act, 2003 (Sections 126, 127, 135 and 150)

By amendment of Electricity Act, 2003 in May 2007, the Govt. of India has brought in a set of stringent measures
to arrest theft of power and punish heavily those indulging in offenses relating to electricity. The amended Act in
Section 126 provides for enhanced penalty for unauthorized use of electricity. More Power has been vested on
the Assessing Officer for assessment of unauthorized use of electricity. Under Section 127, the amendments brought
in have enhanced the deposited amount by the aggrieved party in order to file appeal before the Appellate Authority.
Under the amended Section 135, more stringent penalty has been provided for those offenders indulging in second
and subsequent offences in electricity which include debarring the consumer from getting supply of electricity for
a minimum period of three months which could be extended to 2 years. The amended Section 150 of the Act has
provided more power to the general police for investigating crimes related to electricity.

b) State Government Initiatives

*  Legal Measures:

The Electricity Act, 2003 has provided a legal framework to arrest the rising trend in distribution loss
involving the following measures:

*  Establishment of Special Courts (Sections 153 to 157)

Govt. of Orissa has established five such special courts in different places of various zones of electricity
distribution in the State. Judicial Officers in the rank of Additional District/Sessions Judge are the presiding
officers of these courts. These courts have the power of a Sessions Court and provide speedy trial of
electricity offences.

@ Energy Police Stations

Govt. of Orissa has also established 15 special Energy Police Stations which are manned by police
personnels from the Home Department. These dedicated police stations investigate offences relating
to electricity under the Electricity Act, 2003. Another 19 such police stations shall be established by
March 31, 2011.

c) Measures taken by OERC

The OERC has issued necessary regulations, codes, licenses and practice directions for smooth operation of the
DISCOMs. Development of Regulatory Information Management System (RIMS) has been undertaken. Introduction
of voluntary disclosure scheme for unauthorized consumers has encouraged many consumers to be regularized.
Intra-State ABT Regulation is also in the final stage so that Intra-State ABT is expected to be implemented soon.
The Commission has been insisting on energy audit, spot billing, spot collection, monitoring and fixation of
accountability at all levels for reduction of T&D loss. Further, the licensees have been asked to complete consumer
/ feeder / transformer (C-F-T) metering for correct assessment of technical losses. In spite of high level of metering
in the post-reform era, the loss level continues to remain high. To address this, the Commission has directed
introduction of franchisees by involving Panchayat and other institutions seeking participation of the general
consumers. A Monitoring Committee on Loss Reduction has been formed by OERC in order to go to the details of
loss reduction measures undertaken by the DISCOMs and identify sample areas where these ideal measures can
be putinto best practice for satisfactory reduction of loss levels so as to achieve the OERC targets. The Commission
shall continue to vigorously monitor the loss reduction trajectory so that all functionaries of the licensees are
made accountable for their performance.

d) Licensees’ Initiatives

The financial viability of DISCOMs is dependent on reduction of transmission and distribution loss. The various
methods adopted/to be adopted by the DISCOMs for reduction of distribution loss are discussed below:
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i)  Energy Audit

Energy Audit from 33 KV feeder side to Distribution Transformer (DT) level have to be carried out regularly to
fix the distribution loss level which would form the benchmark for future loss reduction strategy.

ii) Use of HVDS
LT distribution system is to be replaced with High Voltage Distribution System (HVDS) wherever possible.
iii) Use of AB cable

To ward off unauthorized tapping / hooking of LT distribution lines aerial bunched cable have to be utilized
in all places.

iv) Metering / Pillar box metering

As per Electricity Act, 2003 no supply should be given without a correct meter. Pillar box metering has to be
utilized to avoid unauthorized tampering and bypassing of consumer meters. It has been made easier since
introduction of CEA (Installation and Operation of Meters) Regulations, 2006.

v) Improvement of Power factor

Consumers have to be encouraged to improve their power factor by incentivising them through tariff. This
measure leads to relatively less drawl of power hence low distribution loss.

vi) Spot billing

Though adoption of spot billing does not reduce distribution loss directly it supplements energy audit. Spot
billing system introduced by DISCOMs is yielding positive results. It improves billing and helps identification
of ghost consumers leading to reduction of distribution loss.

Consumers’ Role

Consumers may be trained/educated for perfect Demand-Supply Management of energy where by they can shift
the use of energy to off-peak hours, follow energy conservation methods, make efficient choice and utilization of
electric appliances etc. It is a fact that electricity saved is electricity generated and that it is cheaper and easier to
save electricity than to generate it. Therefore, loss reduction may be attempted through people’s participation in
the entire system. It is reported by distribution companies that 97% of the consumers have been provided with
meters out of which 87% are working. In spite of such high level of metering there has been no perceptible
reduction in distribution loss. Hence consumers, the licensees and the State Govt. should come together to find a
solution possible in line with the framework envisaged in Section 5 of Electricity Act, 2003 for bulk purchase of
power and management of local distribution in rural areas, through panchayat institutions, user associations, co-
operative societies, non-Govt. organizations or franchisees.

The present unsustainable levels of theft make further investments in the generation and distribution sectors
unviable and unattractive. Energy conservation measures also become meaningless. Power theft needs to be
treated as a national scourge and curbed with determination. It must be recognized that this is basically a governance
issue rather than technical or commercial one. Without this resolve, other measures such as Special Courts and
Police Stations, 100% consumer metering, staff and informer award scheme would also prove to be ‘meaningless’.

CAPEX Programme & Loss Reduction

It is a thumb rule of the power sector that if one invests Rs.2/- in generation then Re.1/- each should be invested
in transmission and distribution network. However, given the poor financial health of the power sector and the
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ever growing demand for electricity, the distribution sector has been getting the lowest priority. This is more or
less true even after the unbundling of the SEBs into separate companies in generation, transmission and distribution
segments. In order to address the problem of low investment, the Accelerated Power Distribution Reform
Programme (APDRP) was launched in the early part of the last decade as a centrally sponsored scheme. However,
the scheme had limited impact as there was no compulsion for the State Governments to achieve physical targets

for getting financial aid under the scheme.

Schemes such as APDRP, R-APDRP and RGGVY, and BGJY were supposed to take care of the ailments of the
distribution sector. However, so far they have had a limited impact. Due to the inherent lacunae in APDRP scheme,
it was decided to restructure the scheme during the 11 plan and a revised APDRP known as R-APDRP was launched
in July, 2008. One of the major problems plaguing the distribution sector is the absence of accurate figures on the
power supplied and the cost recovered in many areas of the country. Therefore, all the planning and decisions for
the sector are taken in a fairly adhoc manner. The R-APDRP scheme attempts to address this by putting emphasis
on metering, energy audit and the implementation of MIS and GIS systems in distribution networks. The scheme
is divided into two parts, Part-A aims at metering the energy supplied in a particular area and Part-B is the actual
network strengthening programme. As many of the states are yet to complete the projects under Part-A, actual
investment in distribution sector is yet to begin in those states. Therefore, it is expected that R-APDRP will have a
limited impact in the current five year plan. As far as Orissa is concerned, DISCOMs have been deprived of Govt. of

India assistance through APDRP as they are private companies which have added to their woes.

The State’s Distribution Network needs to be expanded to keep pace with the projected trajectory of growth
targets and demand-supply position during XI & XII Plans. As is already observed, unplanned growth in the
distribution system has caused substantial rise in the magnitude of distribution loss across the globe. Already the
Govt. of India has made Plans to add 3,253,773 Ckt — Km of Distribution lines and 2,14,000 MVA of Transformer
Capacity during XI Plan at an estimated cost of Rs.2,87,000 crore in order to meet the growing requirement of
power as well as to expand RE Work. The Govt. of Orissa had undertaken an ambitious plan to electrify about
20,113 villages by 2009 and to effect power supply to balance 80% of rural as well as urban households by 2012.
Out of a total of 47525 villages in Orissa, 29735 villages (62.6%) have been electrified as on 31.03.2010. As on that

date 71% of the households had been electrified and 21% remain to be electrified.

The State of Orissa has inherited an old and fragile distribution network from the erstwhile OSEB. In the post
reform period, the Commission has passed several tariff orders and two orders on Business Plans wherein it has
been expected that the owner of the DISCOMs would come forward to infuse fresh capital for system improvement
involving renovation of existing distribution system and its upgradation. Besides that the Commission has been
approving good quantum of funds in various Retail Supply Tariff orders from year to year for operation and
maintenance purposes. But all the pious hopes of the Commission have been belied. The DISCOMs have failed to
infuse any fund till date citing various reasons. The Commission considering the different allegations pertaining to
quality of supply had engaged different technical teams to enquire into the state of affairs of the distribution
network. These enquiry reports indicate that the distribution network is currently in a dilapidated condition and
requires urgent attention. With relaxation of escrow account the DISCOMs have started taking some O&M work

in recent years as may be seen from the following table:
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(Rs. crore)
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Taking into account the substantial investment required for system upgradation, the Commission in their second
Business Plan Order of DISCOMs dtd.20.03.2010 had suggested the following to DISCOMs and Govt. of Orissa with
regard to capital investments in DISCOMs as under:

78.

Before power sector reform was undertaken w.e.f. 01.04.1996, the State Government was providing subsidy
of around Rs.250 crore per annum on the average. If the State had continued to give subsidy to the power
sector and resorted to borrowings and debt to expand the sector, the revenue deficit of the Govt. would not
have been brought under control and a surplus would not have been achieved at the pace at which it has
actually been achieved. The State has indeed benefited considerably from the power sector reforms. But the
continued indifference to the sector since then does not bode well for the power sector which is now facing
the results of this neglect. The entire electricity network is in a state of near collapse and requires massive
support, if the Govt. is keen about continued growth and development. The Regulatory Commission has
attempted to achieve some stability in the tariff regime, despite the fact that there has been a general rise in
prices al-round. The price of electricity has remained constant for the last 9 years. Though this has been
beneficial to the consumers, it has not been of much help to the DISCOMs. With AT&C losses not showing
much improvement, the continued trend of a steady tariff would not enable the DISCOMs to ensure increased
repair and maintenance of an aged network and maintain quality supply.

The Kanungo Committee in its report submitted in 2001 had recommended transitional support of Rs.3240 cr. for
system upgradation to reduce the loss and by now with inflation this would be equivalent to roughly Rs.5000
crore. Accordingly, Commission has directed in their second Business Plan Order (2008-09 to 2012-13) that
distribution companies and State Govt. should jointly invest Rs.5000 crore for system upgradation. While State
Govt. being 49% share holder through GRIDCO should contribute Rs.2450 crore and the distribution companies
should contribute Rs.2550 crore in proportion to the ratio of their consumers as indicated below:

Investment by DISCOMs & Government

(Rs Crore)
Description Ratlz of Inwestment by DISCOMNs Iwestment by Total
CONEUMers Gowt.
LESL 35,00 % ] ) 19510
WESLD 19.50% 47 478 075
MES[D 21.[N1% sidA 1% 10510
SCGUTHED 20_50% 523 502 1025
TOTAL 10 (W% 2550 2450 S0
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The Commission expected that depending on the achievement of loss reduction target from the initial investment
of Rs.2400 cr. as envisaged at present by Govt. vide their letter No.7991 dtd.09.09.2010 the quantum of investment
may be increased to Rs.5000 cr. as stipulated in the Business Plan order in view of requirement of substantial
investment in the distribution network which has been hitherto neglected.

Further, the Commission clarified that the present and the future capital expenditure for system upgradation by
State Govt. and the four DISCOMs towards their matching counterpart funding should be over and above the
normal O&M expenditure being incurred or to be incurred by the distribution companies as per the approval of
the Commission in the respective ARR of the relevant years. The O&M expenditure should not be taken as
counterpart funding by the DISCOMs for capex programme which the State Govt. has come up recently to
substantially upgrade and expand the ailing distribution network.

After considering the suggestion of the Commission, the Govt. of Orissa have accorded in-principle approval to
the followings works:

Scope of the proposed Capital Expenditure Programme:

i) Replacement of LT conductors by AB cables in theft prone areas.

ii)  Installation of Pillar Box Metering system.

iii) Up-gradation and Replacement of Transformers (star rated) to cater to additional load.
iv)  Up-gradation of 33/11 KV sub-stations.

v) Installation/replacement of Vacuum Circuit Breakers (VCBs)

vi) Replacement of faulty insulators, AB switches etc. replacement of existing weak LT/HT poles.
vii) Installation of new 33/11 KV and 11/0.4 KV substations.

viii) Re-conductoring in case of old lines with conductor of optimum size.

ix)  Conversion of single-phase into 3-phase system.

x)  New HT lines both 33 and 11 KV.

xi)  Extension of HVDs.

xii) Installation of metering cubicles.

xiii) Earthing of Substations.

xiv) Installation of lighting Arrestors.

xv) Installation of capacitor banks.

xvi) Installation of online monitoring and automatic billing system through AMR.

xvii) IT application in distribution management.

xviii) Complete Distribution Transformer Metering/feeder metering for energy audit purpose.

xix) Provision of boundary wall, fencing and control room etc. around the sub-station to ensure safety of the
equipment and human lives and other such things.

In addition to the above heads of expenses, consumer metering would be taken up by the DISCOMs as a composite
activity in areas where system up-gradation is being taken up in order to reduce loss. This would then form a part
of DPR of the specified area where investment is proposed.
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Funding mechanism:

The Govt. of Orissa vide Lr. No.R&R-1-06/2010(pt)/7991, dtd.09.09.2010 has communicated to all DISCOMs that
an estimated amount of Rs.2,400 cr. will be spent under this Scheme over the period of four financial yearsi.e. FY
2010-11 to FY 2013-14, out of which Govt. of Orissa will provide Rs.1,200 cr. and DISCOMs will invest Rs.1,200 cr.
from their own source /or through market borrowing which is shown in the following table:

Year-wise CAPEX

(Rs. crore)

Finarcial Year 2014-11 2011-12 2012-13 2013-14 Total

SLaker Soel, Taul al which] KIRHN RN QL0 L5001 250,00 12005,0]
A. FE Grant HE LI 20000 150.00 150.30 S0a.Ca
ke S5 Lo -C Granl JM Al S0, 500,100 16k S
;'L'"L:';:;T;l; [‘Ti:“r EPUNTR mart 7.00 5657 5000 50,00 166,67
S 30000 ok &b 0.ac 0.0 Ieh.Eo
DISCOMS daul af wiliih] 1.1 200,00 10, Q0 o000 12(M1.H)
;rf;s:_mTF maRrr SCENE share for T4 .00 chET S0 0,00 16667
b. DIECA M e contribution HE LI 123.33 250,00 E50.a0 103333
Total CAPEX M. (H] 00,00 30,00 E50.00 Z4(H].(H)

Out of the State Govt. support of Rs.1200 crore.

a)
b)
c)

d)

Grant of Rs.500 crore from 13" FC is to be initially passed on as loan with 0% interest.
Rs.166.67 crore of matching State share against 13 FC grant as loan with 0% interest.
Rs.166.67 crore of Loan to GRIDCO for 1/3™ counterpart funding to FC grant with 4% loan.

Rs.366.66 crore as budgetary support in shape of soft loan with 4% interest.

Loan of Rs.666.67 crore bearing 0% interest (Sl. a & b) may be considered for conversion into grant after full
utilization of the loan for the specified purpose and achievement of loss reduction target of 3% per annum.

The allocation to different DISCOMs will normally be in the proportion to the number of consumers of the DISCOMs
as on 01.04.2009 (i.e. CESU 39%, NESCO-21%, WESCO — 19.5% and SOUTHCO-20.5%) as stipulated in the Business
Plan approved by the OERC in their order dtd.20.03.2010. However, the Monitoring Committee may accord more
priority on disbursement in a particular year within the overall limit depending upon successful execution of
project and mobilization of counterpart funding. DISCOM-wise breakup of capital expenditure as understood to
have been envisaged