ODISHA ELECTRICITY REGULATORY COMMISSION
BIDYUT NIYAMAK BHAWAN,
UNIT - VIII, BHUBANESWAR - 751 012
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Present : Shri S. P. Nanda, Chairperson
Shri S. P. Swain, Member
Shri A. K. Das, Member

Case No. 68/2014

Date of Hearing : 10.02.2015
Date of Order : 23.03.2015

IN THE MATTER OF : Application for approval of Aggregate Revenue
Requirement and determination of Bulk Supply Price of
GRIDCO under Section 86(1) (A) & (b) and other
applicable provisions of the Electricity Act, 2003 read
with OERC (Terms and Conditions for Determination of
Tariff) Regulations, 2004 and OERC (Conduct of
Business) Regulations, 2004 for the year 2015-16.

AND

IN THE MATTER OF : Further proceeding on remand as per judgment dated
02.09.2014 in Appeal No. 29 of 2009 of the Hon’ble
APTEL for determination of differential BSP as per the
methodology given in the said order within six months
from the date of the communication of their above
judgment.

ORDER

Section 86(1) (b) of the Electricity Act, 2003 requires the Commission to determine the
procurement price structure for distribution companies operating in the state of Odisha.
Under the existing Bulk Supply Agreements with GRIDCO, the Distribution Utilities
(hereinafter called as DISCOMSs) are under obligation to purchase power solely from
GRIDCO Ltd. In determining the procurement price, the Commission has to hear not
only the buyers (DISCOMS) but also the seller (GRIDCO Ltd.). No meaningful hearing
of GRIDCO is possible unless GRIDCO files its Aggregate Revenue Requirement and
expected revenue. GRIDCO Ltd. has done so. The Commission has taken the filing of
GRIDCO Ltd. into consideration even though GRIDCO Ltd. as a deemed trading licensee



under the 5™ Proviso to Section 14 of the Electricity Act, 2003 (hereinafter referred to as
“the Act”) is outside the purview of Section 62 of the said Act. The prices at which
GRIDCO Ltd. supplies power to the DISCOMs coincides with the procurement price
fixed for DISCOMs under Section 86(1)(b) of the Act. For supply of surplus power to
any other person anywhere after satisfying the requirements of the DISCOMs of Odisha,
the bulk supply prices fixed for DISCOMs would not be applicable. So far as DISCOMs
of Odisha are concerned the prices at which GRIDCO Ltd. would supply power has to be
determined by reference to the Aggregate Revenue Requirement (ARR) of GRIDCO Ltd.
Hence GRIDCO Ltd. was called upon to file its Aggregate Revenue Requirement (ARR)
for ensuing Financial Year i.e for FY 2015-16.

PROCEDURAL HISTORY (Para 2 to 8)

2. The Commission directed GRIDCO Ltd. to publish its Aggregate Revenue
Requirement (ARR) application in the approved format in two leading and widely
circulated daily newspaper one in odia and one in English and the matter was also

posted on the Commission’s website (www.orierc.org) in order to invite

objections from the intending objectors. The said public notice was published in
the leading daily newspapers, Commission’s website and GRIDCO Ltd.’s
website. The Commission directed GRIDCO Ltd. to file its rejoinder to the
objections filed by the various objectors before the Commission and to serve copy

to them.

3. The Commission had also published a paper as a part of further proceeding on
remand consequent upon the judgment dated 02.09.2014 in Appeal No. 29 of
2009 of the Hon’ble APTEL for determination of differential BSP according to

the methodology given in the said judgment.

4, In response to the aforesaid public notice in respect to the Aggregate Revenue
Requirement (ARR) and BSP application of the GRIDCO Ltd. for FY 2015-16,
the Commission received 11 nos. of objections/ suggestions from the following

persons/ associations/ institutions/ distribution utilities: -

Shri Ramesh Ch. Satpathy, Secretary, National Institute of Indian Labour, Plot
No0.302(B), Beherasahi, Nayapalli, Bhubaneswar-751012 (2) M/s. Sesa Sterlite
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Limited, 1st Floor, Fortune Tower, Chandrasekharpur, Bhubaneswar-751023. (3)
Sri. M.V. Rao, Resident Manager, M/s Ferro Alloys Corporation Limited,
(FACOR), GD-2/10, Chandra Sekhar Pur, Bhubaneswar-751023 (4) Shri Akshya
Kumar Sahani, Retd. Electrical Inspector, GoO, B/L-108, VSS Nagar,
Bhubaneswar (5) M/s. Swain & Sons Power Tech Pvt. Ltd., Swati Villa, Surya
Vihar, Link Road, Cuttack-753012. (6) Sri G.N. Agrawal, Convenor-cum-Gen.
Secy., Sambalpur District Consumers Federation, Balaji Mandir Bhawan,
Khetrajpur, Sambalpur-768003 (7) Shri R.P. Mahapatra, Retd. Chief Engineer &
Member (Gen., OSEB, Plot No.775(Pt.), Lane-3, Jayadev Vihar, Bhubaneswar-
751013 (8) M/s. Utkal Chamber of Commerce & Industry Ltd. (UCCI), N-6, IRC
Village, Nayapalli, Bhubaneswar-751015 (9) Shri Prashanta Kumar Das,
President, State Public Interest Protection Council, 204, Sunamoni Appartments,
Telenga Bazar, Cuttack-753009. (10) Shri A K Bohra, Chief Executive Officer
(Comm), NESCO, WESCO & SOUTHCO, Regd. Office- Plot No. N-1/22, IRC
Village, Nayapalli, Bhubaneswar-15 (11) Shri Alekh Chandra Mallick, S/o. Sri
Harekrushna Mallick, VR-13, Unit-6, Bhubaneswar, Khurda. The applicant

submitted its reply to issues raised by the various objectors.

In exercise of the power conferred under S.94(3) of the Electricity Act, 2003 and
in order to protect the interest of the consumers of Odisha, the Commission
appointed World Institute of Sustainable Energy (WISE), Pune, as Consumer
Counsel for objective analysis of the licensee’s Aggregate Revenue Requirement
(ARR) and Bulk Supply Price proposal for FY 2015-16. The Consumer Counsel

presented its views on the matter in the hearing.

The date for hearing was fixed as 10.02.2015 at 3.30 PM and it was duly notified
in leading newspapers mentioning the list of the objectors, time and place of
hearing. The Commission also issued notice to the Department of Energy,
Government of Odisha informing them about the date, time and place of hearing
and requesting to send its authorized representative to take part in the proceeding.
The Commission also decided to hear the matter on remand in Appeal No. 29 of
2009 dated 02.09.2014 of the Hon’ble APTEL analogously with the application of



GRIDCO for fixation of ARR and Bulk Supply Price basing on the paper already
published.

In its consultative process, the Commission conducted a public hearing at its
premises on 10.02.2015 and heard the Applicant, Objectors, Consumer Counsel
and the Representative of Dept. of Energy, Govt. of Odisha at length. The

following persons participated in the hearing process.

(1) Shri Ramesh Ch. Satpathy, Secretary, National Institute of Indian Labour,
Plot No0.302(B), Beherasahi, Nayapalli, Bhubaneswar-751012 (2) M/s. Sesa
Sterlite Limited, 1st Floor, Fortune Tower, Chandrasekharpur, Bhubaneswar-
751023. (3) Sri M.V. Rao, Resident Manager, M/s Ferro Alloys Corporation
Limited, (FACOR), GD-2/10, Chandrasekharpur, Bhubaneswar-751023 (4) Shri
Akshya Kumar Sahani, Retd. Electrical Inspector,GoO, B/L-108, VSS Nagar,
Bhubaneswar (5) M/s. Swain & Sons Power Tech Pvt. Ltd., Swati Villa, Surya
Vihar, Link Road, Cuttack-753012. (6) Sri G.N. Agrawal, Convener-cum-Gen.
Secy., Sambalpur District Consumers Federation, Balaji Mandir Bhawan,
Khetrajpur, Sambalpur-768003 (7) Shri R. P. Mahapatra, Retd. Chief Engineer &
Member (Gen., OSEB, Plot No.775(Pt.), Lane-3, Jayadev Vihar, Bhubaneswar-
751013 (8) M/s. Utkal Chamber of Commerce & Industry Ltd. (UCCI), N-6, IRC
Village, Nayapalli, Bhubaneswar-751015 (9) Shri Prashanta Kumar Das,
President, State Public Interest Protection Council, 204, Sunamoni Appartments,
Telenga Bazar, Cuttack-753009. (10) Shri A K Bohra, Chief Executive Officer
(Comm), NESCO, WESCO & SOUTHCO, Regd. Office- Plot No. N-1/22, IRC
Village,Nayapalli, Bhubaneswar-15.(11) Shri Alekh Chandra Mallick, S/0.Sri
Harekrushna Mallick, VR-13, Unit-6, Bhubaneswar, Khurda. Nobody was present
on behalf of Shri Prasanta Kumar Das, President, State Public Interest Protection
Council, 204, Sunamoni Apartments, Telenga Bazar, Cuttack-753009 but its
written objection/suggestion which was filed in the above case was taken in to

consideration by the Commission.

The Commission convened the State Advisory Committee (SAC) meeting on
25.02.2015 at 3.30PM in the Conference Hall of the OERC on Bulk Supply Price



proposal of the licensee for FY 2015-16. The Members of the SAC, Special
Invitees, the Representative of Department of Energy, Govt. of Odisha actively
participated in the discussion and offered their valuable suggestions and views on

the matter for consideration of the Commission.

PROPOSAL OF GRIDCO ON ARR & BULK SUPPLY PRICE (BSP) FOR THE
FY 2015-16 (Para 9 to 24)

9.

According to the applicant GRIDCO Limited (hereinafter called as GRIDCO) is a
Deemed Trading Licensee under the 5th Proviso to Section 14 of the Electricity
Act, 2003 and carries out the business of Bulk Supply of electricity to the four
Electricity Supply Utility Companies (hereinafter called as ‘DISCOMSs’) by
utilizing the transmission network of OPTCL, the State Transmission Ultility
(STU) and others. GRIDCO continues to procure power from various generators
located inside Odisha and the State share from central generator for supply the
same to DISCOMs. GRIDCO also supplies emergency power to the Captive
Generating Plants (CGPs) and trades the surplus power available, if any, from
time to time. Under the existing Bulk Supply Agreements between the DISCOMSs
and GRIDCO, the DISCOMs are to purchase power from GRIDCO at a regulated
price to be determined by the Commission. This Price incidentally happens to be
the Bulk Supply Price at which GRIDCO supplies power to the DISCOMs. Thus,
as a statutory requirement, GRIDCO is required to submit its Annual Revenue
Requirement (ARR) before OERC for determination of the procurement price of
the DISCOMs. Further, as provided in the OERC (Conduct of Business)
Regulations, 2004, OERC (Terms and Conditions for Determination of Tariff)
Regulations, 2004 as amended from time to time and other related Regulations
and as per Section 86 (1) (a) & (b) and other applicable provisions of the
Electricity Act, 2003, GRIDCO is required to submit its Annual Revenue
Requirement (ARR) and Bulk Supply Price (BSP) proposal to the Commission for
approval, before 30th November of each year for the ensuing year. Accordingly,
GRIDCO has filed an application for approval of its proposed Annual Revenue
Requirement and revision of Bulk Supply Price for the FY 2015-16 to enable it to



carry out its functions of bulk supply to DISCOMs and emergency supply to
CGPs.

Projection of Demand and Energy

10.  The Simultaneous Maximum Demand (SMD) of DISCOMs for the FY 2015-16
has been projected at 4447 MVA per month and energy requirement has been
projected as 26156 MU for consumption of DISCOMs for FY 2015-16. GRIDCO
has also projected emergency power drawl by CGPs (NALCO & IMFA) as 10
MU for the same period.

Power Procurement Projected by GRIDCO

11.  The proposed energy available to GRIDCO is 29304.60 MU. The estimated

surplus energy of about 2119.14 MU is proposed to be utilised for power trading.
Table-1
Demand and Energy Projection for FY 2015-16
Projection for
ITEMS FY 2015-16

SMD for DISCOMs (MVA per month) 4447.00
Energy Demand of DISCOMs (MU) 26156.00
Emergency Power to CGPs (MU) 10.00
Transmission Loss @ 3.75% in OPTCL system (MU) 1019.45
Total Energy Required to be Purchased (MU) 27185.45
Total Energy Availability (MU) 29304.60
Surplus energy (MU) 2119.14

Power Purchase Cost Projected for 2015-16

12.  The detailed cost of power purchase as furnished by GRIDCO for FY 2015-16 is

reproduced hereunder in Table below.
Table -2
Summary of Proposed Power Procurement Cost during FY 2015-16
Availability (After Total Approved
Stations Transformation Loss and | Rate Cost rate for FY
Auxiliary Consumption | (P/U) (Rs. Cr.) 2014-15
deduction) (MU) T (P/V)

HHEP 662.54 | 131.93 87.41

CHEP 297.00 79.80 23.70

Rengali 693.00 82.48 57.16

Upper Kolab 825.66 51.15 42.23

Balimela 1172.16 89.61 105.03




Availability (After

Approved

Stations Tran_sf_ormation Loss _and Rate -E%tgl rate for FY
Auxiliary _Consumptlon (P/U) (Rs. Cr) 2014-15
deduction) (MU) T (P/U)

OHPC(OId) 3650.36 86.44 315.53 84.39
Indravati 2026.53 78.43 158.95 80.42
Sub-Total OHPC 5676.89 83.58 474.48
Machhkund 262.50 33.86 8.89 41.68
Total State Hydro 5939.39 81.38 483.36 81.17
OPGC 2838.35 | 210.84 598.44 212.24
TTPS 3177.25 | 290.07 921.61 198.14
Small Hydro 320.00 | 368.00 117.76 368.00
Biomass Energy (Shalivahan) 100.00 | 532.00 53.20 555.67
Biomass Energy (Octant) 60.00 | 566.00 33.96
Solar Energy 127.00 | 804.25 102.14 870.30
CGPs 0.00 | 275.00 0.00 275.00
Co-generation Plants 1224.62 | 275.00 336.77 275.00
IPPs 7,053.00 | 214.18 | 1,510.59 212.46
Total State 20839.61 | 199.52 | 4157.83 181.20
TSTPS Stg.-I 2138.42 | 301.31 644.33 277.77
TSTPS Stg.-ll 1332.44 | 292.34 389.53 275.89
FSTPS-1 &I 1470.92 | 485.09 713.54 457.65
FSTPS- 111 566.02 | 557.97 315.83 529.35
KhSTPS Stg.-I 838.09 | 456.84 382.88 424.18
KhSTPS Stg.-Il 225.19 | 454.88 102.44 434.79
Barh STPS -1 & Il 975.90 | 663.94 647.94
Total Central Thermal 7546.99 | 423.54 | 3196.47 365.53
Chukha 263.00 | 220.04 57.87 197.54
TALA 142.00 | 238.42 33.86 241.56
Teesta - V 513.00 | 302.37 155.12 265.95
Total Central Hydro 918.00 | 268.89 246.84 242.61
Total EREB 8464.99 | 406.77 | 3443.31 349.31
SoC & MoC charges 3.38
Total power purchase cost 29304.60 | 259.50 | 7604.52 227.05

Pass through of arrear dues paid / to be paid during FY 2015-16

13.

GRIDCO proposes to consider pass through of expenses, already incurred or to be

incurred till FY 2015-16 in the ARR for the FY 2015-16. This expenses amount to
Rs.1051.93 crore consisting of total arrear estimation of NTPC-TTPS till FY
2015-16 as per its filing before CERC (Rs.956.35 crore), arrear estimation of
NTPC-ER thermal power stations for the period October 2013 to Sept 2014
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14.

15.

16.

17.

(Rs.29.60 crore), arrear POC charges in respect of PGCIL (Rs.15.16 crore), and
arrear of Teesta-V in respect of revision of AFC, FERV and tax (Rs.50.82 crore).

Special Appropriation of repayment of principal for FY 2015-16

GRIDCO has proposed a sum of Rs.882.06 crore on account of repayment of
principal of bank loans to be recovered through tariff of the FY 2015-16.
GRIDCO proposes deferment of repayment of Govt. dues of Rs.1486.32 crore

also.
Interest, Financing & Other expenses

GRIDCO has proposed to recover Rs.505.32 crore during the FY 2015-16
towards interest on loans and financial charges, employee cost, A&G cost, R&M

cost and depreciation as detailed in Table below.

Table -3
Interest, Financing & Other expenses for FY 2014-15 (Rs. Crore)
Particulars Amount
1. Interest & Financial Charges 493.13
2. Other Costs:
a. Employee Cost 5.97
b. A&G Cost (including ERLDC charges) 5.50
c. Repair & Maintenance Cost 0.30
Sub-Total - Other Costs 11.77
3. Depreciation 0.42
Total (1+2+3) 505.32

Return on Equity
GRIDCO has proposed RoE of Rs.92.27 crore @ 16.00 % on its equity capital of

Rs. 576.71 crore.
Other Income / Miscellaneous Receipts

GRIDCO expects to earn an amount of Rs. 6.70 crore (at existing approved tariff)
from proposed sale of 10 MU emergency power to NALCO and IMFA.



Receivable from DISCOMs and other parties

18.  DISCOMs have defaulted in payment of Rs.1771.96 crore towards securitized
dues, Rs.625.17 crore towards Year-end-Adjustment (YEA) Bills and Rs. 1113.96
crore towards BSP bills from FY 2011-12 to FY 2014-15 (upto September 2014).
Further, Rs.196.45 crore towards NTPC Bonds is due from DISCOMs.
Annual Revenue Requirement
19.  The proposal for Annual Revenue Requirement of GRIDCO for FY 2015-16 is
summarised in the Table below.
Table - 4
Annual Revenue Requirement of GRIDCO for FY 2015-16
(Rs. Crore)
Item OERC approval | GRIDCO’s Proposal
for 2014-15 for 2015-16
a) | Power Purchase Cost 5788.75 7604.52
b) | Pass through expenses and Special Appropriation 243.97 1933.99
c) | Interest, Financing and other expenses 426.81 505.32
d) | Return on Equity - 92.27
e) | Revenue Requirement (a+b+c+d) 6459.53 10136.10
f) (-) Misc. Receipts 6.70 6.70
g) | (-) Revenue from trading of surplus power - 847.66
h) | Net Revenue Requirement (e-f-g) 6452.83 9281.74

Proposed Revenue Earning at Existing BSP Rates

20. GRIDCO proposes to earn revenue of Rs 6882.82 crore during FY 2015-16 from
the anticipated sale of 26156 MU to DISCOM s at the existing BSP rates for 2014-
15, the details of which is given in Table below.

Table-5
Expected Revenue for FY 2015-16 with anticipated sale to DISCOMSs
at Existing BSP Rates
Energy (MU) | Existing BSP Rate (P/U) | Amount (Rs. Cr.)
CESU 9401 265 2491.27
NESCO 5625 280 1575.00
WESCO 7500 286 2145.00
SOUTHCO 3630 185 671.55
TOTAL 26156 6882.82




Excess / Deficit in the ARR for FY 2015-16

21.  GRIDCO has proposed that it would suffer revenue deficit of Rs.2398.92 crore
considering the proposed ARR and the revenue to be earned from sale of the
proposed energy of 26156 MU to DISCOMs during FY 2015-16 at the existing
BSP Rate for FY 2014-15, the details of which are shown in the Table below.

Table - 6
Excess / Deficit on Revenue Requirement for FY 2015-16
(Rs. Crore)
Item GRIDCO’s Proposal
for 2015-16
a) | Total Revenue Requirement 10136.10
b) | Less: Misc. Receipts 6.70
c) | Less: Revenue from trading of surplus power 847.66
d) | Net Revenue Requirement 9281.74
e) | Revenue Receipt from DISCOMs (at existing BSP) 6882.82
f) Excess (+) or Deficit (-) (-) 2398.92
Summary of Tariff Filing for FY 2015-16
22.  GRIDCO has prayed the Commission to approve the following for FY 2015-16

and make the same effective from 1% April, 2015.

i)

i)

Bulk Supply Price (BSP) @ 354.86 P/U to recover net revenue
requirement of Rs.9281.74 crore from DISCOMs.

Demand charges @ Rs.250 /KVA/month, when actual SMD exceeds the
permitted monthly SMD.

Charges for over drawl of energy at a cost of highest OERC approved
power purchase rate fixed for a station for FY 2015-16 to be recovered on
monthly basis subject to final adjustment at end of the year considering the
highest Power Purchases rate/ cost including the rate/s of energy drawn
through U.l. / Deviation Settlement of the month plus transmission

charges and transmission loss.

Any excess payment made by GRIDCO towards FPA for a particular /
relevant month will be levied on DISCOMs in the succeeding month in

proportion to their actual drawl during the preceding month along with the
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23.

24,

BSP bills if the Fuel Surcharge Price of the particular month paid by
GRIDCO exceeds by more than 5% of the approved Average BSP subject

to maximum of 25% of the approved Average BSP.

V) Rebate @2% if payment is made in full within two working days and
@1% if the payment is made within thirty days of serving of the bills on
DISCOMs. No rebate will be allowed for part payment of the bills as well

as on non clearance of outstanding bills.

vi) Delayed Payment Surcharge @1.25% per month for the period of delay
beyond 30 days from date of submission of bills.

vii)  The Electricity Duty levied by the Government of Odisha and any other
Statutory levy/ Duty/ Tax/ Cess / Toll etc. imposed under any law from

time to time shall be charged over and above the Bulk Supply Price.

viii) To frame and approve suitable Intra-State Ul / Deviation Settlement
Mechanism / Rates by which GRIDCO will be in a position to recover its
dues payable to the generators from the BSP Bills charged to the
DISCOMs.

During the hearing, the Licensee was allowed at the outset to give a power point
presentation regarding its ARR and BSP application for the FY 2015-16. World
Institute of Sustainable Energy (WISE), Pune appointed as consumer counsel put
up certain queries and objections regarding ARR and BSP filing of GRIDCO. The
objectors also made a number of comments/observations regarding the submission

of the licensee.

The Commission has considered all the issues raised by the participants in their
written as well as oral submissions during the public hearing. Some of the
objections were found to be of general nature whereas others were specific to the
proposed Revenue Requirement and Tariff filing for the financial year 2015-16.
Based on their nature and type, these objections have been categorized broadly as

indicated below:

11



VIEWS OF THE CONSUMER COUNSEL AND OBJECTORS ON THE BULK
SUPPLY PRICE PROPOSAL FOR FY 2015-16 (Para 25 to 102)

25.

26.

27.

Consumer Counsel

Design of BSP for DISCOMs has direct impact on consumer tariff; therefore, the
Commission may consider the observations of Consumer Counsel related to
GRIDCO ARR on following points: energy availability from all sources may be
reviewed, review of charges in case of TTPS, review of cost components of
OPGC, review of all charges in case of Central thermal stations, review of
transmission loss and transmission charges in case of Central sector projects,
power procurement rates for IPPs may be reviewed, power procurement rate for
co-generation may be determined, review of pass through and special
appropriation, repayment of loans may be verified, interest on proposed new
OHPC loan may be verified, employee cost, R&M cost, A&G cost and RoOE may

be reviewed, and proposed trading income of GRIDCO may be reviewed.
Views of Objectors
Legal Issues:

GRIDCO is deemed trader as per Electricity Act 2003. Electricity Act, National
Electricity Policy, Tariff Policy do not have any provision for such an entity
responsible for bulk procurement and supply to the distribution utilities.
Consequently, the application for approval of annual revenue requirement (ARR)

of GRIDCO is not maintainable in its current form.

The Commission may determine the status of GRIDCO, as the consumers of state
are facing uncalled for increase in tariff due to the inept and imprudent
commercial practices of GRIDCO. The Commission in its publication has
designated GRIDCO as ‘GoO Trading Company’ and GRIDCO itself also admits
that it is a ‘Deemed Trading Licensee’ under 5™ proviso to Section 14 of EA
2003. The Commission may only allow a trading margin of 4 P/U. The cost of
power procured by GRIDCO is also to be approved by the Commission, in
accordance with Section 86(1)(b) of EA 2003.

12



28.

29.

30.

31.

32.

33.

34.

35.

36.

Odisha Power Generating Corporation being the important producer of thermal
power of the state ought to have come forward with their details for past

production, present and future plan for proper appreciation about ground reality.
Energy Availability and Procurement

Power availability from OHPC may not be considered on design energy only and
it should be based on actual performance of previous years with additional
capacities built up. State hydro availability including Machhkund would be 7462
MU.

There is no reason for projection of lesser energy than design energy for Chiplima

whose renovation is completed.

GRIDCO being a trading agency is to prevail upon OHPC for more production
and to have proper up-gradation of their reservoir.

OPGC in many of the previous months of FY 14-15 has already maintained the
PLF over 90% and therefore the same may be considered. DISCOMS have
projected the availability from TTPS taking into consideration an average PLF of
90% and auxiliary consumption is fixed at 10% looking to the past trends. The
distribution utilites submit that the estimated drawal from OPGC and TTPS would
be 3030 MU and 3265 MU respectively.

GRIDCO has to produce the list of IPPs those are going to generate power during
the FY 2015-16.

GRIDCO may be advised to procure maximum power available from the Captive
Power Plants in the State and then avail the allocation of the Central Power

Stations in the merit order to meet the power requirement of the State Consumers.

The Commission may scrutinize the projections given by GRIDCO regarding
power availability from generating stations in the state and procurement proposed
by GRIDCO from high cost central sector power stations.

Looking into the tariff at which GRIDCO buys from NTPC, it will be always
beneficial for GRIDCO to procure all available surplus power from CGP as the

CGP power is not associated with any transmission loss, POC / STU transmission

13



37.

38.

39.

40.

41.

charges, POC losses and other associated cost. Specified quantum of power may
be fixed by the Commission to be purchased from CGPs and the tariff for the
same may be approved looking onto the present cost of generation. The off take
from CPPs will be in the tune of 610 MU in FY 2015-16 as per actual drawl
during FY 2013-14.

DISCOMs submitted that considering maximum PLFs attained by the Central
Sector Thermal Stations in the first part of the current year, the CGS stations will
achieve average PLF of 90% in the ensuring year and the energy available from
CGSs (thermal) would be 8376.27 MU.

GRIDCO may be advised to take action for development of solar plants in the
State. The Commission may also entrust responsibility on GRIDCO for
development of Energy from waste management. Govt. of Odisha may be asked
to submit an action taken report on development of solar power as well as other

renewable energy sources in the State so far.

GRIDCO should clarify whether it has availed any power from NVVNL and if so,
the year wise quantum of power availed. The quantum of solar and thermal power
should be segregated and only the solar portion should be considered under RPO.
GRIDCO may not avail power from ACME in FY 2015-16 and therefore
GRIDCO has to clarify the status of ACME SPV power plant and its schedule

date of commissioning.

GRIDCO has not considered the shortfall in RPO for the previous years in the
present ARR. GRIDCO is to submit the year wise RPO obligation and compliance
status. GRIDCO is also to clarify whether it has submitted any quarterly report
and annual report regarding its RPO compliance to the state designated agency
OREDA.

GRIDCO has proposed 1224.62 MU to meet its co-generation obligation which is
not acceptable in view of recent order of ATE in case no 53 of 2012 in which it
was viewed that co-generation from fossil fuel is not to be considered as

renewable source.
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42.

43.

44,

45.

46.

47.

48.

GRIDCO has projected the co-generation energy purchase considering it as
renewable energy, which is not acceptable as per draft RPO regulations. As non-
solar resource is limited, GRIDCO has to purchase non-solar REC in order to
comply with the new draft RPO regulations. So, GRIDCO may be directed to
recast their RPO requirement in line with draft regulations and revise the

summary of energy availability accordingly.

GRIDCO has to aggressively procure power from non-solar sources.
Unfortunately, many developers are facing difficulties in finalizing the PPA, due
to insistence of GRIDCO to include / modify clauses of the PPA, contrary to the
provisions in the EA 2003, regulations, orders, and directions of the Commission.

Procurement of REC to meet RPO obligations is not in the interest of the state.

The Commission is requested to properly examine the enhancement of
consumption pattern and allow realistic consumption figure of DISCOMS.

It is highly necessary to find out exact energy requirement of the state and how to
meet it ensuring quality and quantity of power supply, requirement at the year

under consideration and also long term requirement, generation and supply.

The DISCOMs do not agree with the projected energy availability of 29304.6 MU
as proposed by GRIDCO and estimated that the total availability of power would
be 32546 MU during FY 2015-16. Therefore 5360.55 MU would be surplus
energy available with GRIDCO.

Power Procurement Cost

OHPC in its ARR application stated that it can not generate more power as per
GRIDCO prediction and projects higher rates than previous year. GRIDCO has to
explain the reasons for rise of OHPC tariff to the tune on almost 90% and find out
the actual rate for OHPC power. The DISCOMs proposed the average tariff as
54.43 P/U for OHPC stations.

GRIDCO has to produce plans and proposals to purchase low cost power to
reduce the bulk supply tariff. The rate of high cost power purchased during the
peak period in last six years should not be included in the tariff.
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GRIDCO should be directed to go for efficient and effective calculation to
achieve the power procurement cost as low as possible so that the final cost of

power to consumers should be less.

The Commission may scrutinize the power cost projected by the state generating
stations both hydro and thermal and allow the procurement from central power
stations on merit order to meet the power requirement of the state. The
Commission may direct GRIDCO to purchase power from Independent and
Captive Generating Plants in the state and from power exchanges under open

access instead of procuring costlier power from central sector.

GRIDCO’s projected rate for OPGC may not be accepted as
OPGC has not submitted their ARR before Commission. PLF of OPGC should be

increased to 90%.

OPGC tariff ought to be examined in further details — the cost wise break up of
generating power and the difference in the rates, if any, in the price at which it is

sold to other persons by OPGC.

The fixed cost element in OPGC tariff ought to reduce in each subsequent year
due to repayment of principal loan which would offset any increase in O&M
expenses in each year. The DISCOMs submitted that the truing up exercise is
essential to find out the actual fixed cost paid by GRIDCO to OPGC in
comparison to the fixed cost allowed in the ARR of GRIDCO in each year. The
fixed cost of OPGC may be estimated for FY 2015-16 separately and that 8%
escalation on O&M expenses ought to be made on the audited O&M expenses.

Use of imported coal in OPGC and TTPS may be maximized as the cost of power
will still be less than the rate of CGP power (275 P/U) and also cheaper than other

sources of thermal power.

The DISCOMs do not agree with the submissions made by GRIDCO for
estimating the AFC of Rs.398.21 crore in respect of TTPS for the FY 2015-16.
The petition for revision of fixed charges is pending and AFC as fixed by CERC
for FY 2013-14 should be considered. The assumption of 20% escalation on the
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highest variable cost for TTPS during April- Sept, 2014 should not be allowed
and it should be average variable cost without any escalation and also the Ul

charge component is on higher side and needs to be revised.

While infusing funds through R&M for TTPS and at the same time proposing to
retire the plant is unacceptable as the plant is running with full satisfaction.

The Commission should scrutinize the power procurement proposed by GRIDCO
to avoid procurement of costlier energy from central sector stations as average
cost of supply to the consumers will increase by 60-70 paisa of all categories of
consumers taking into consideration the BSP proposed by GRIDCO, increase in
transmission charges of OPTCL and the distribution losses of the DISCOMs.

As per CERC Regulations, in case of shortage of coal and uncertainty in assured
coal supply, the NAPAF for recovery of fix charges shall be 83%. In the working
capital, the generators are allowed interest on the coal stock for 45 days for which
the generators are supposed to maintain adequate stock. In the name of shortage of
coal, the reduction of NAPAF from 85% to 83% is double benefit for the
generators. It should be opposed by GRIDCO before CERC. In the present case,
NAPAF should be taken as 85% as Govt. is taking adequate steps to ensure proper

availability of coal.

The Commission may direct GRIDCO to purchase cheap power available from
power exchange under open access instead of procuring costly power from central
sector and to follow merit order scheduling to meet power requirement of the
state. To chalk out five year plan, looking at power availability from IPPs and
future load demand, GRIDCO needs to explore the possibility to surrender the
allocation of costly central sector power in order to avoid payment of fixed
charges in the event of non-drawl. GRIDCO has appointed consultants to carry
out a feasibility study for projected power demand; the report of the same may be

furnished.

GRIDCO in its application stated that it has made supplementary PPA for 50
MW. However GRIDCO has not submitted the rate and whether Commission has
approved the same.
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GRIDCO is purchasing power from NTPC at substantially higher cost. The price
of coal in the international market has fallen by over 30% which substantially
reduces cost of generation of power by 60-70%. When there is higher component
of international coal in the blend, there would be a substantial drop in the variable
cost of power production.

As per CERC norms, fuel cost is pass through; and therefore due diligence and
cost control becomes paramount to ensure the interest of consumers. It is
important that GRIDCO demands a month wise break-up of the quantity and price
of coal procured by NTPC both domestically and internationally.

The DISCOMs submit that the final CERC orders are ought to be considered for
arriving at the fixed costs and the energy charge rate may be determined on the
basis of 10% escalation on the average ECR in the period from April 2014 to Sept
2014.

NTPC power from its new generating stations has reached the level of 600 P/U.
The power from conventional source may not allowed if cost of generation is
more than 350 P/U. Downsizing the central thermal requirement from 83% to
further lower level needs to be exercised. Further, NTPC in contrary to the FSA
and Gol principle is pooling the cost of coal through supply of power generated

by usage of coal sources from higher cost and pass the burden on beneficiaries.

M/s Sesa Sterlite Limited (SSL) submitted that availability from M/s SSL plant
should be considered as 5% of power sent out at the variable cost. GRIDCO can
avail the power at variable cost, provided station generation of M/s SSL-IPP
exceeds 80% PLF.

The provisional tariff of M/s SSL considered by GRIDCO for FY 15-16 is much
lower than the tariff prayed for approval by them. The provisional tariff should be
determined on the basis of the petition submitted by M/s SSL. Also, water cess
and water transfer charges incurred by M/s SSL for bringing water to the site has
to be reimbursed by GRIDCO. Further, GRIDCO has not considered the past
projected arrears to M/s SSL on the account of tariff revision.
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Bundling of solar power lost its value as the cost of bundled power is very high
and GRIDCO is struggling to sell its surplus power at low price in trading market.
Bundling can be done only with cheap power. GRIDCO may clarify if they have
taken any initiative in this regard.

The trading margin to the trader in case of free power from existing small hydel
plants was allowed by OERC, though GRIDCO has repeatedly brought the same
to notice of OERC, which is contrary to the Govt Notification of 2005 that
provides free power of 12% to the state.

Power from IPPs are also found to be preferable from price point of view while
necessary evacuation facility is not in place to draw such power. GRIDCO should
be very cautious with IPPs having linked to deliver their generation. Declarations
of generation will cost more to GRIDCO as Fixed Cost is loaded to tariff, whereas

actually the generating units are not able to generate its name plate capacity.
PGCIL Charges

Revenue earned from additional medium term and short term open access would
be much higher and should be taken into consideration while approving the
PGCIL charges.

Interest on Long Term Liabilities

Some objectors submit that no interest charges on loan amount from Govt / Banks

be considered.

The DISCOMs do not agree with the submissions of GRIDCO on the interest cost
of Rs.493.13 crore. The proposed loan may be considered only after the receipt of
the same. Zero percent interest should be allowed on Govt. Loan. The Govt. have

to consider for waiver of the guarantee commission to GRIDCO.
Employee Cost

GRIDCO has to justify whether accounts are being audited as per statutory
provision of the Companies Act. The Commission should direct the management

of GRIDCO to recruit adequate number of manpower as the existing staff will not

19



74,

75.

76.

77.

be able to handle the workload coming up in future. Otherwise GRIDCO may be

allowed to outsource its activities to third party.

One of the objectors proposed higher compensation structure, innovative
incentive schemes, and monetary benefit to the staff based on their rating in order
to attract and retain talent. Employee cost may be approved at Rs 5 to 6 crore after

prudence check.
A&G Expenses

GRIDCO has always crossed the approved A&G expenses without obtaining
necessary consent from the Commission. GRIDCO should justify whether truing
up exercise is being carried out each year and accounts are being audited as per
statutory provision. The Commission may allow 6% increase on the approved

figure of A&G expenses in the last year, which comes around Rs 4 crore.
Depreciation & R&M Expenses

The Commission may allow Rs 0.26 crore as depreciation and Rs 0.3 crore as
R&M expenses in the ARR of GRIDCO for FY 2015-16.

Special Appropriation

In line with previous BSP orders, GRIDCO may earn revenue through trading and
Deviation settlement and this will be utilized for repayment of the principal
amount of loan. As of now DISCOMs are not having details of separate account,
as directed by OERC for accounting of revenue from trading, and repayment
liabilities may be only met through amortization of Regulatory Assets and hence
not considered as a pass through in the ARR till the details are furnished.
DISCOMs submitted that repayment of principal is a part of cash management of
GRIDCO and not a part of ARR. There is no provision for the pass through of
repayment of principal in the ARR. The repayment is to be met from the
collection from the outstanding dues of DISCOMSs and outside states. The amount
equivalent to the amount required to be paid by DISCOMs to GRIDCO may be
amortized in the DISCOMs ARR, which in turn will be paid to GRIDCO by

DISCOMs for clearing their outstanding dues. If recovery of principal is allowed
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to recover through BSP without simultaneously effecting a reduction in
outstanding BST dues in the books of GRIDCO, it will imply that, in future the

recovery of the BST will lead to a double payment for the same liability.

The shortfall of funds for repayment loan may be re-phased for a longer tenure /
moratorium by GRIDCO. The interest on the rephrased loans may be allowed in
the ARR of GRIDCO which is ultimately paid by the DISCOMs. The Hon’ble
ATE in their several judgments has held the view that repayment of principal

cannot form as a part of the ARR and ought to be dealt separately.
Past Losses and Pass through Expenses

Some of the objectors oppose the proposal of GRIDCO to consider past losses,

securitization of arrear while approving the ARR of GRIDCO.

With regard to arrears payable to NTPC, GRIDCO has paid four installments even
though an appeal has been filed before ATE, but adequate steps were not taken for
obtaining stay. The DISCOMSs suggest that as arrear payment to NTPC in respect
of retrospective revision of annual fixed charges of TTPS will lead to considerable
increase in tariff, GRIDCO may expedite the hearing against this CERC order
before the Hon’ble ATE and await adjudication of the matter prior to its payment.

Arrear charges to PGCIL may be considered after proper scrutiny of the

reconciliation statement between PGCIL and GRIDCO before approval.
Return on Equity

The DISCOMSs submits that Hon’ble ATE has upheld the view of OERC that
GRIDCO is not entitled to any return on equity. This order of ATE may be

followed.
Trading income

The Commission may allocate least cost power in order of preference for the state
and leave the costly power to GRIDCO for their trading activities. GRIDCO
should produce year wise status report of power trading to outside state since
2008-09 till date.
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Procuring high cost power from central sector and selling the same at a price of
400 P/U is not justified. Saving of Rs 396 crore can be possible by not selling /

trading the surplus power.

In view if future availability of power from IPPs under construction, it is not
understood why such costly power from central sector should be purchased and
traded with loss of 263.94 P/U.

Revenue Gap and BST

Any increase in BSP will have direct bearing on RST and in the past the burden of
BST increase was loaded on HT and EHT consumers availing load factor

incentive tariffs and also on LT industry consumers.

Regulations or methods for determination of differential BSP need to be spelt out
by the Commission while fixing the BSP for DISCOM s as per ATE judgment.

Energy charges in BST for the DISCOMs should remain at par with reduction in
power purchase cost, especially because CAPEX system is to work properly. The
reservoirs levels of OHPC stations have been improved, Chiplima is functioning
well, local CGPs are committed to supply, hence no need to take much burden by
purchasing high cost NTPC power.

Miscellaneous receipts of GRIDCO during FY 2013-14 was Rs 79.55 crore,

which may be projected for the ensuring year.
Implementation of Intra-State ABT

The DISCOMs submitted for implementation of intra-state ABT only after
inclusion of state generators including CGPs / IPPs. Till date Phase 11 mock mode
operation has not been started by SLDC. The inclusion of all the power sector
players in the intra-state ABT is highly essential to bring discipline in the system
and achieve all the benefits of ABT mechanism. There may not be intra-state ABT

in place till the 2nd phase being implemented.

SLDC helping in inter-state trading and Ul gain from ER-pool to GRIDCO and

hiding the quantum of day ahead inter-state trading schedule. State generators,
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CGPs, IPPs are not giving realistic day ahead availability and generating without

any proper dispatch schedule.

OERC has not amended the intra-state ABT regulation in line with Ul / Deviation

settlement regulations of CERC.
Over Drawl Charge and Year End Adjustment

GRIDCO is making additional revenue in the name of Ul trading / Deviation
charges at the cost of DISCOMs and general consumers. GRIDCO should have no
claim on the loss / profit arising due to Deviation Charges.

SLDC should not calculate the Ul charges payable / receivable by DISCOMs
based on the Deviation Settlement Mechanism of CERC as the settlement should
be carried out by SLDC based on existing OERC Intra-State ABT Regulations,
2007. Even if SLDC links the drawl of DISCOMs with ISGS drawl, then the
deviation settlement charges receivable from and payable to ER pool by GRIDCO
should be equally shared with DISCOMs or otherwise there will be huge
commercial implications on the DISCOMs. Hence, GRIDCO should stop billing
of overdrawl energy and revise the bills for previous period as directed by OERC.

Rebate

A rebate of 2% may be allowed to the DISCOMs for prompt payment of BSP bills
on 8" of next month excluding Sundays and Holidays as per Negotiable

Instrument Act from the date of presentation of the BST bills.
Escrow mechanism and surcharge

The present escrow mechanism does not provide any opportunity to DISCOMs in
managing their cash flow. The DISCOMSs prayed that escrow relaxation towards
employees cost and R&M expenses may be allowed on a pari passu basis with
BST bills. The requirement of servicing the counterpart loans to be raised for
CAPEX should be allowed on priority basis.

All revenue arising from sale of power escrowed to GRIDCO, there is almost zero

chance of any willful default in payment of BSP bills. The existing escrow
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mechanism has an inbuilt feature of instilling commercial discipline. There is no

need for introducing surcharge for delayed payment of bulk supply bills.
Other Issues

GRIDCO is not recovering the arrear payments from the DISCOMs and is also
not regulating power supply based on the Commission’s BST order for FY 2013-
14,

GRIDCO has to produce the details outstanding against DISCOMs, different
Govt. consumers and private industries till 31st Dec 2014 along with action taken

report.

GRIDCO has to clarify why it is not releasing the assets to DISCOMs for the
purpose of hypothecation. Early action from GRIDCO will help the DISCOMs to
implement the CAPEX project in a time bound manner. The Commission may
direct GRIDCO to explain the reason for not allowing escrow relaxation.

The revenue of DISCOMSs are not enough to meet the urgent running expenses
after payment of current monthly BST. The DISCOMs prays that a
comprehensive financial restructuring plan for the sector involving all entities in

the value chain be considered.

The DISCOMs submits that interest cost of borrowings of GRIDCO, either
attributable or not to DISCOMSs, have been fully allowed as pass through and
DISCOMs are subjected to bear this additional burden.

GRIDCO’s RESPONSE TO THE OBJECTORS (Para 103 to 154)

103.

In response to the views of the objectors on GRIDCO’s application for approval
of the Annual Revenue Requirement and Bulk Supply Price for FY 2015-16,
GRIDCO had filed rejoinders on the same. GRIDCQO’s rejoinder on views
expressed by the objectors has been broadly classified into the following main

issues.
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Legal Issues

In view of repeated questions being put from several quarters regarding the legal
status of GRIDCO, the Commission has extensively dealt with the status of
GRIDCO in the ARR & BSP Order for FY 2011-12 (Para-277 to Para-287) and
that for ARR & BSP Order FY 2012-13 (Para-278 to Para-287), so that the
reasoning are clearly noted by the all concerned. A close reading of Para-278 to
287 of the ARR & BSP Order for FY 2012-13 not only justifies the status of
GRIDCO in Odisha Power Sector but also dispels any doubt regarding
continuance of GRIDCO towards greater interest of the Odisha Power Sector. The
clarifications provided in the previous two ARR & BSP Orders properly justify
the legal existence and continuance of GRIDCO in the Odisha Power Sector and
that its application for approval of Annual Revenue Requirement & Bulk Supply

Price Application also follows due process of the Law.

GRIDCO'’s status is very much consistent with the Law but its filing of ARR &
BSP Application for approval before the Commission is also tenable because of

the following reasons:

o GRIDCO happens to be a Deemed Trading Licensee under 5th proviso of
Section-14 of the Electricity Act, 2003. Before the enactment of The
Electricity Act, 2003, GRIDCO was a “Transmission & Bulk Supply
Licensee” under the Orissa Electricity Reform Act, 1995. As such,
GRIDCO has entered into Long Term Power Purchase Agreements (PPAS)
with the Generating Companies and also Bulk Supply Agreements (BSAS)
with the DISCOMs. Under the said Agreements, GRIDCO is obliged to
sell power on priority basis to the DISCOMs up to their full requirement
and the DISCOMs are obliged to buy power from GRIDCO only. This
arrangement is called as the “Single Buyer Model” of power procurement
for DISCOMs in Odisha that prevails in the State as a matter of Historical
Legacy.

o After hiving off the Transmission function from GRIDCO to OPTCL by
virtue of the Govt. of Odisha Transfer Notification No. 6892 dated
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09.06.2005, only the bulk purchase of electricity for sale to DISCOMs in
Odisha remained with GRIDCO. This satisfies the definition of Trading
under Sec 2(71) of the Electricity Act, 2003. Besides, Bulk Supply activity
by a Trader is not repugnant to any provisions under the Electricity Act,
2003. Such an activity is tenable under the Law.

Above all, the Govt. of Odisha vide Notification No. 7948 dated
17.08.2006 have notified GRIDCO as the “State Designated Entity” for
execution of Power Purchase Agreements with the Developers generating
energy like Hydro Power, Wind Power, Power from Agricultural wastes
etc. along with the thermal power. Therefore, the Legal Status of GRIDCO
which is a State Govt. Undertaking cannot be questionable.

The Commission is empowered under Sec.- 86(1) (a) & (b) of the Act to
regulate the price for procurement of power by the DISCOMs. Thus, this
provision enables the Commission to fix the regulated price for
procurement of power by the DISCOMSs under the existing Bulk Supply
Agreement with GRIDCO. Incidentally the approval of Regulated Price of
power purchase for DISCOMs happens to be the Bulk Supply Price of
GRIDCO under the present arrangement and as such, the Commission is
empowered to approve the ARR & BSP of GRIDCO. Hence, GRIDCO
submitting its ARR & BSP Application before the Commission for
approval is quite consistent and very much tenable under the law.

The Trading Margin of 4 Paise per Unit, which is relevant to Inter State Power
Traders, is not applicable to GRIDCO as the power trading by GRIDCO is Intra-
State in nature. In fact, GRIDCO’s Power Trading function is of “Intra-State in
nature” has been upheld by the Hon’ble Supreme Court of India in Civil Appeal
No. 5722 of 2006 (Gajendra Haldea vrs. GRIDCO & Others). Hence, the view
that GRIDCO is entitled to trading margin of 4 P/U only is not correct and hence,

may not be considered.
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Energy Availability and Procurement

GRIDCO is obliged to procure the contracted power from the organizations as per
the Power Purchase Agreements, Memorandum of Understanding (MOUs) and as
per the allotment made from the Central Generating Stations from time to time
etc. based on the methodology of Least Cost Combination of power purchase for
supply of power to the DISCOMs. Considering the above, GRIDCO projected its
quantum of power procurement from different sources for 2015-16 to meet the
projected demand of the Long Term Customers like the DISCOMs, M/s. IMFA
and M/s. NALCO including the transmission loss of 3.75% by considering the

following, which are subject to the prudent check by the Commission:

I. Projection from OHPC, OPGC & TTPS has been taken as per the generation
plan submitted by them and also in line the OERC (Generation Tariff)
Regulations, 2014.

I1. Projection from Machhkund is assumed as per the allotment.

I11. Projection from Samal and Meenakhi small HPSs has been assumed as per
the PPAs.

IV. Projection from Central Generating Stations at 83% NAPAF has been
considered based as per the present CERC Tariff Regulations, 2014.

V. Projection from Chukha HPS & Tala HPS has been taken by considering the
trend of supply during the past years.

VI. Projection from Teesta HPS has been considered based on the annual

saleable energy.
VII. Projection from the IPPs has been taken as per the PPA.

GRIDCO may not be in a position to answer as to why OPGC is not coming
forward to submit their detailed plans and projects although it is an important
producer of thermal power in the State. In fact, in the past the Commission has
been directing OPGC to submit its Tariff Proposal for its approval, but to no
effect.
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GRIDCO during hearing of the CERC Tariff Regulation by the Hon’ble CERC
submitted that the NAPAF may be fixed at higher level i.e. at 90%. However, the
Commission finally approved the NAPAF at 83%. Similarly, GRIDCO submitted
before the CERC that the benefit of interest on account of Working Capital be
allowed to the Generators based on actual days of coal stock instead of blanket 45

days, but to no avail.

GRIDCO had a temporary allocation of 50 MW from FSTPS-111 for period of 24
months from August, 2012 to September, 2014. This additional drawal was in fact

resorted to deal with the then power deficit situation of the State.

CGPs power is not a firm source of power. While drawing power from different
sources, GRIDCO is also committed to draw its share of firm power from the
State and Central Sector Organizations as per the existing PPAs. It is only after
maximizing the drawl from these State and Central Sector Entities that GRIDCO
will try to draw power from CGPs; otherwise GRIDCO will have to bear the
burden of Fixed Cost of the said entities even without drawing any power.
However, this does not mean that GRIDCO will not draw power from the CGPs.
GRIDCO can purchase power from captive projects based on the need and after
following the Merit Order Policy of Power Procurement and subject to availability
of commensurate demand along with the favourable economics justifying such

procurement.

GRIDCO is drawing solar power bundled with thermal power from NVVNL. The
Year-wise Bundled Solar Power procured by GRIDCO (15MW from NVVNL

through New Projects Scheme under JINNSM, Phase-1) is given as under:

Table -7
Year Bundled Solar Power procured (MU)
2012-13 8.1899
2013-14 20.602042
2014-15 19.81835
(April’14 to Nov’14)

As per the PPA with M/s. ACME Ltd. on 06.03.2013, the 25 MW SPV Project

would be commercially operational within thirteen months from the date of
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signing the PPA. The work of the Plant is progressing well. GRIDCO is hopeful
that the plant would be commercially operational during FY 2015-16.

GRIDCO has estimated the procurement of Renewable Energy based on the RPO
fixed by the Commission for FY 2015-16 GRIDCO has projected procurement of
1831.62 MU of Renewable energy during FY 2015-16 which is 7% of the
projected energy demand of about 26166 MU in the State. Higher procurement of
RE beyond the limit of RPO, may be possible provided the economics and
availability of RE works out in GRIDCQ’s favour.

GRIDCO s finalizing the PPAs with RE Developers as per the OERC RE
Regulation prevalent in the State. All the PPAs have been filed before the

Commission for approval under Section 86 of the Electricity Act, 2003.
Sales Projection

GRIDCO, in its ARR & BSP Application for FY 2015-16 has considered the
demand projection of the DISCOMs as submitted by them and 10 MU towards
Emergency Sales to CGPs and added the Intra State Transmission loss (3.75% as
projected by OPTCL for FY 2015-16) to arrive at the energy requirement of the
State. The projections by DISCOMs to purchase energy from GRIDCO are based
on their sales projection to consumers plus the distribution loss of their system.
GRIDCO does not consider distribution loss for projecting the DISCOMS’ energy

demand.
Power Procurement Cost

GRIDCO has estimated the availability, the rates and the quantum of power
procurement during FY 2015-16 based on the approval of the various relevant
Regulators, viz., OERC, CERC etc., and in doing so, GRIDCO has followed the
principle whereby the costs are kept at minimum. Besides, the ARR & BSP
Application will be subjected to further scrutiny by this Commission for approval.

GRIDCO strictly follows the Merit Order Policy of Power Procurement from
various Generators including the State entitled sources whereby the least cost

power is first allocated towards the State consumption and the surplus power, if

29



119.

120.

121.

any after meeting the State demand is traded in order to garner surplus revenue
that helps in reducing the tariff burden on the State consumers. At the same time
GRIDCO is also bound by the Long term PPAs signed with NTPC to source
power from its various Stations. Normally Long term PPAs are signed by the
beneficiary States with the Central Generators beforehand based on which the
Generating Plants come up. Afterwards, it becomes difficult to back out from the
signed PPAs as by that time the Generators have invested substantial amount in

setting up of the Plant.

GRIDCO has proposed the rate of 83.58 P/U for OHPC power, which in fact, is
the approved rate for FY 2014-15 plus Electricity Duty on Auxiliary
Consumption, Water Cess & SLDC Charges. Under the Regulatory regime, the
generation tariff of OHPC is being approved by the Commission at which
GRIDCO purchases power from OHPC. The projected tariff of 152.14 P/U by

OHPC will be subject to scrutiny and approval by the Commission.

The average availability of hydro power from OHPC is calculated at 4975.44 MU
in last five years which has been much less than its design energy of 5676 MU.
However, the Commission has all along been approving the power procurement
by GRIDCO from OHPC mostly at design energy. In reality, as the actual power
procurement from OHPC is falling short of the approval, GRIDCO has been
facing an uphill task to finance the shortfall in hydro power to recoup the same
through procuring the costly thermal power. The revenue shortfall on this account
is carried forward as deficits for replenishment during the subsequent years.

The projected tariff of OPGC (210.84 P/U) is based on the OERC (Generation
Tariff) Regulations, 2014-19 whereas OPGC has projected tariff as 264 P/U in the
submission with regard to its tentative generation plan and the tariff for FY 2015-
16. OPGC is not filing its ARR & Tariff Application for FY 2015-16 before the
Commission even after withdrawal of the SLP before the Hon’ble Supreme Court.
The Commission may take cognizance of such a default on the part of OPGC and
accordingly may consider exercising its jurisdiction and determining the ARR as
well as Tariff for OPGC based on prudence. GRIDCO will abide by the tariff in
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respect of power procurement from OPGC as may be approved by the
Commission for FY 2015-16. However, GRIDCO has been impressing upon
OPGC to maximize the use of domestic coal, as it will result in availability of

cheaper power for the consumers of the State.

GRIDCO has considered 20% escalation over the highest ECR during FY 2014-
15 (April’14 to Septemeber’14) for NTPC-TTPS Station in order to safeguard
itself from the year-end Charges which may be raised after increase in the fuel
charges. Also, projection given by GRIDCO is subject to final adjustment through
truing-up where the actual charges / costs would be allowed in the tariff.

Considering that the available share to GRIDCO in some of the NTPC stations is
relatively high like that of the FSTPS, KhSTPS & Barh etc., GRIDCO is pursuing
with the Govt. of India to surrender such costly power from all the up-coming
NTPC Thermal Stations (only except North Karanpura Station).

Projected procurement from Barh-Il has been shown as 975.90 MU at a rate of
663.94 P/U. However, having signed the Long Term PPA, it is difficult to back
out as otherwise even without drawing any power, the payment of fixed cost is
required to be borne by GRIDCO as per the terms of the PPA. Therefore, the
better option is to lessen the burden by drawing the power by paying the Energy
Charge as the payment of Fixed Cost is due on GRIDCO irrespective of any

energy drawal.

GRIDCO has projected the Energy Charge Rate (ECR) from various NTPC
Stations by applying 20% hike on the Weighted Average ECR of respective
Stations during first six months of FY 2014-15, that have been recasted on the
basis of the New CERC Tariff Regulations, 2014-19. As per the new Regulation,
Monthly Energy Charges are being recovered on actual basis and it includes only
the actual coal expenditures without the concept of Base Energy Charges and
FPA. Further, the SFO expenditures are no more recovered in variable charges on

monthly basis, which is now included in the Annual Fixed Cost.

GRIDCO has sought for the details of coal consumption, blending and prices etc.
from each of the NTPC Generating Stations in order to see that the tariff in
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respect of any of such Stations is not unduly high because high price or un-
economical use of fuel. The Commission is also equally concerned for the rise in
tariff due to improper use of fuel, either through blending or excessive use of e-
auction coal etc. GRIDCO has written letters to Regional Offices of NTPC-ER to
furnish the fuel coal related information. The Commission may consider to take
appropriate action as it may deem fit in order to ensure optimal coal use at NTPC-

Kaniha and NTPC-Talcher Stations so as to keep the tariff at affordable level.

Regarding return / un-willingness to source the costly bundled solar power,
GRIDCO is bound by the PPAs and at the same time, also obligated to meet the
RPO Obligation. Therefore, returning/ refusing to source the Solar Power bundled
with Thermal Power may not be convenient for GRIDCO at present. However, as
the cost of such power falls over a period of time, GRIDCO may not find it
difficult to procure such renewable energy.

IPPS

GRIDCO has proposed to procure 4199MU of power from M/s SSL during FY
2015-16 based on the generation plan submitted by them without any detail
clarification on the fact that whether it is inclusive of 7% power at variable cost or
not. As per the PPA, GRIDCO is entitled to 7% of ESO from the IPP and till date
they are not supplying the same in spite of a number of communications from
GRIDCO and thus in absence of physical delivery of such entitlement of
GRIDCO, only the adjustment in cost of 7% power at variable rate is being made
by GRIDCO against payment of monthly energy bills. Regarding cancellation of
coal blocks, M/s SSL had never intimated the same in writing to GRIDCO.

M/s. SSL has appealed to the Hon’ble APTEL for considering 400MW (instead of
600MW) as the installed capacity for calculation of monthly /annul fixed cost in
respect of its Unit #2 from FY 2010-11 till 2013-14 as per formula mentioned at
Para 47 (OERC order dated 12.06.2013 in Case No0.117/2009, 31/2010 &
56/2012) based on the observation of the Commission at Para 16 of said order.
Such misinterpreted consideration for working out fixed charges is having
huge/substantial financial impact on GRIDCO as well as the consumers of the
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State. In spite of GRIDCO’s contentions and submissions in interim applications
against APTEL’s order dated 28.03.2014, it has been kept as such in its judgment
29.11.2014 which has been challenged by GRIDCO before the Hon’ble Apex
Court. In view of the above facts, it is very critical at this juncture and essential to
seek clarification from the Commission regarding the installed capacity of Unit #2
to be considered for calculation of Annual Fixed Cost for the past period as well
as for FY 2015-16 onwards.

As per the Order of the Commission dated 12.06.2013, GRIDCO had paid the
proportionate water charges in respect of Unit#2 out of the total water charges
paid in a month. However, the claim of water transfer charges i.e. the
proportionate power charges paid to the distribution utility for bringing water to
the site of IPP (electricity consumption by common pump house facility for both
CGP & IPP of M/s. SSL) has not been paid by GRIDCO as the same expenditure
is considered to be covered under normative O& M expenditure allowed to the
IPP.

M/s. SSL has been allotted sufficient coal linkage to operate its Unit-#2 and
connected to STU to supply State share of power. However, the rate of
Rs.2.0732/kWh is provisional and subject to change based on assessment of tariff
petition filed by M/s. SSL in Case N0.95/2013 in accordance with OERC (Terms
& Conditions of Tariff) Regulations, 2014.

PGCIL Transmission Charges

GRIDCO has projected the PGCIL transmission charges as per the new Hybrid
methodology called the Point of Connection Charges (PoC Charges) which is
relatively higher as compared to the earlier transmission charge. GRIDCO has
taken into consideration the Open Access Charges which has been deducted while
calculating the Projected Transmission Tariff of PGCIL.

Interest on long term Liabilities

As the Bulk Supplier of power to the four DISCOMs in the State under the Single
Buyer Model, GRIDCO has borrowed heavily and has been paying interests
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thereon in order to keep supplying power even though the DISCOMs have not
fully cleared the power purchase dues. Unless GRIDCO settles the power
purchase bills of the generators, the State will be subjected to Power Regulation
which otherwise will affect th