

BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

BIDYUT NIYAMAK BHAWAN, UNIT-VIII

BHUBANESWAR-751012

    FILING No…03
CASE No. 101 /2012                                                                                                                                                                                 

IN THE MATTER OF :
An Application for approval of Annual Revenue Requirement (ARR) and determination of Bulk Supply Price (BSP) for the Financial Year 2013-14 under Section 86(1) (a) & (b) and all other applicable provisions of the Electricity Act, 2003 read with relevant provisions of OERC (Terms and Conditions for Determination of Tariff) Regulations, 2004, and OERC (Conduct of Business) Regulations, 2004, and other related Rules and Regulations

AND

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

AND

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



 -------- Applicant

AND
IN THE MATTER OF:

Shri M.V. Rao, Resident Manager

M/s Ferro Alloys Corporation Ltd., GD.2/10,     


Chandrasekharpur,

    Bhubaneswar – 23.khurda




-------- Objector

The humble applicant above named

MOST RESPECTFULLY SHOWETH THAT :

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

1. The statements made in Para-1 to Para-5, are matter of record only and hence, GRIDCO has no views to offer.

2.
In response to Para-6.1, it is submitted that although there was a hike of 16.87% in the Bulk Supply Price (BSP) during FY 2012-13, there still remains a revenue gap of Rs.700.58 Crore in the ARR approved by the Hon’ble Commission. However, the DISCOM like WESCO and NESCO are not fully paying the current BSP Bills. This has led to the worsening of financial position of GRIDCO. 

With dis-appearance of surplus scenario in power coupled with less hydrology and increased State Demand and fall in the share of hydro power from earlier about 57% to 17% now, GRIDCO’s financial condition is only worsening day by day and there is no possibility of recouping the revenue gap left by the Hon’ble Commission. This has also been acknowledged by the Hon’ble Commission that the cumulative financial deficit faced by GRIDCO can not be recouped either through tariff or through recovery of dues from the DISCOMs. 
It is submitted that the DISCOMs are paying the current BSP bills since FY 2003; but they are not paying the Overdrawal and the Year-End Adjustment Charges. With less availability of cheaper power from hydro sources during FY  2008-09, FY 2009-10, FY 2010-11 and FY 2011-12 baring the current year, GRIDCO has forced to source the high cost power which along with the overdrawal & Year-End Charges and carried forward the same. All these have contributed to ballooning of the costs being incurred by GRIDCO.

Besides, as aforesaid, the surplus power scenario has vanished during the recent years because of the increased State demand and less availability of hydro energy the scope of earning revenue from UI & Trading by GRIDCO has been almost non-existent. Therefore, the only source of revenue left for GRIDCO to meet its revenue requirement, is the BSP. GRIDCO, therefore, has prayed the Hon’ble Commission to allow full recovery of its revenue requirement through the BSP.

Revision of Retail Supply Tariff (RST) is considered by the Hon’ble Commission in separate proceedings pertaining to DISCOMs taking into account different factors and applying its own prudence and as such, GRIDCO does not want to comment on the same.

3.       Availability of power for FY-2013-14:

In response to Para-6.2, it is submitted that the projection by GRIDCO towards power procurement during FY 2013-14 in the ARR & BSP Application is an estimation only. It is further submitted that the procurement of power is planned in such a manner that it entails minimum cost to GRIDCO with maximum availability of energy. Further, GRIDCO is obliged to procure contracted power from the organizations as per the Power Purchase Agreement, Memorandum of Understanding (MOU) and also as per the allotment to Odisha from the Central Generating Stations from time to time etc. on least cost combination basis for supply to DISCOMs. 

Considering the above, GRIDCO projected its quantum of power procurement from different sources for 2013-14 based on the following assumptions / factors to meet the demand of DISCOMs, which are subject to prudence check by the Hon’ble Commission:

I. Projection from OHPC & OPGC has been taken as per the generation plan submitted by them.

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

III. Projection from Samal and Meenakhi HPS has been assumed as per the PPA.

IV. Projection from Central Generating Stations and TTPS at different percentage of PLF has been considered based on the Central Electricity Regulatory Commission (CERC) Tariff Regulations 2009-14.
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 proposes to draw 2194.04 MU from different CGPs and Co-generating Plants by considering at a rate of 275 P/U in order to restrict power purchase cost. GRIDCO proposes to draw 1522 MU from different Solar and Non-Solar sources. 

GRIDCO is also committed towards harnessing any additional surplus power from various Captive Generating Plants (CGPs), Co-generating Plants and Biomass Plants of the State at approved / negotiated rates at the time of need (subject to availability), if required subject to approval by Hon’ble Commission.
4. 
In response to Para-6.3, it is submitted that GRIDCO has projected the estimated figures pertaining to power procurement, other expenses and Pass through losses etc. in its Annual Revenue Requirement (ARR) & Bulk Supply Price (BSP) of Rs.9515.79 Crore. and accordingly, proposed for Energy Charge @ 378.74 P/U  for FY 2013-14. Unless the current average BSP of 270.74 P/U is revised upwards, GRIDCO will be left with a deficit of Rs.2712.80 Crore as with the present BSP GRIDCO can maximum recover an amount of Rs.6802.99 Crore from the proposed sale of 25125 MU of energy to the four DISCOMs.

In fact, the approved BSP during earlier years has not been sufficient for GRIDCO to recover its full approved costs as may be evident from the Table given below:

	Particulars 
(As per OERC Approval)
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10
	2010-11
	2011-12
	2012-13

	Demand Charge (Rs./KVA/Month)
	200
	200
	200
	200
	200
	200
	200
	200

	Energy Charge (P/U)
	 
	 
	 
	 
	 
	 
	 
	

	WESCO
	98.82
	98.02
	157.25
	157.25
	154
	194
	262
	300

	CESU
	85
	79
	101.5
	101.5
	101.5
	157
	219
	261

	NESCO
	86
	81
	125
	125
	130
	195
	262
	301

	SOUTHCO
	75
	70
	70
	70
	70
	90
	135
	182

	ARR  (Rs. Crore)
	1659.53
	1774.44
	2041.27
	2152.23
	2312.11
	4242.44
	5206.87
	6250.06

	Sale to DISCOMs (MU)
	13188.1
	14683
	17021.9
	17620
	18921
	20154
	22477
	23085.00

	Average BSP (P/U)
	125.84
	120.85
	119.92
	122.15
	122.2
	170.25
	231.65
	270.74

	% Change
	-3.85%
	-3.96%
	-0.77%
	1.85%
	0.04%
	39.32%
	36.07%
	16.87%

	Revenue Gap

 (+/-) As per OERC approval

(Rs. Crore)
	15.72
	-504.52
	-464.86
	-410.05
	-882.85
	-806.15
	-746.05
	-700.58

	Actual Revenue Gap (+/-)

(Rs. Crore)
	-3.88
	43.03
	587.48
	118.57
	-1540.69
	-1296.25
	
	

	Cumulative Gap

(Rs. Crore)
	-907.28
	-864.25
	-276.77
	-158.20
	-1698.89
	-2995.14
	
	


The Annual Revenue Requirement (ARR) & Bulk Supply Price (BSP) of GRIDCO are determined based on the verifiable actual information submitted as per the prescribed formats subject to prudence check by the Hon’ble Commission as provided under the relevant Regulations framed under the Act.

With regard to the approval / fixation of RST to HT & EHT consumers by the Hon’ble Commission, GRIDCO has no views to offer.

5. In response to Para-6.4, it is submitted that the procedure adopted for power procurement for FY2013-14 is explained at Para-3 above, which may kindly be referred.  The projection of energy procurement by GRIDCO is strictly based on the generation plan submitted by the respective generators namely, the OHPC, the OPGC and the TTPS. GRIDCO has considered the energy requirements of DISCOMs for FY 2013-14 based on their submissions.
6. In response to Para-6.5, it is submitted that GRIDCO generally considers the demand projection of the DISCOMs as submitted by them and adds the transmission loss to arrive at the energy requirement of the State. The Transmission Loss of the Intra State Transmission System of OPTCL (Odisha Power Transmission Corporation Ltd.) in the current ARR & BSP Application for FY 2013-14 has been taken as 3.80% as per the approval of the Hon’ble OERC vide its Order dated 23.03.2012 pertaining to the 5-year Business Plan (FY 2008-09 to FY2013-14) of OPTCL.

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. 

It is further submitted that the projection of power procurement by GRIDCO from different Stations for FY 2013-14 to meet the demand of DISCOMs is not final as the same is subject to the approval by the Hon’ble Commission.

8. 
In response to Para-6.6, it is submitted that GRIDCO’s procurement cost is proposed considering the latest rate/ tariff applicable for each generator/station. GRIDCO has no objection on the proposal made by the objector to the Hon’ble Commission to scrutinize the proposed power procurement cost. In fact, in order to keep the power purchase cost at the optimum level, GRIDCO tries to evaluate to procure power from all the alternative sources including the Power Exchanges.  
9.   
In response to Para No.6.7, it is to mention that GRIDCO has proposed to pass through of the specific expenditures which have not been considered while determining the BSP. 
It is submitted that the revenue gaps that have arisen due to the above reasons, have been financed through a series of loans from banks / FIs since there is no avenue for GRIDCO to replenish such gaps from any other source.  Unless such costs are allowed through the BSP, GRIDCO is very likely to fall into the “Debt Trap” and its operations may come to a grinding halt. In fact, GRIDCO loan has already touched Rs.6000 Crore and the annual interest payable is calculated as Rs.600 Crore. A suitable redressal mechanism like increase in BSP urgently needs to be worked out to save GRIDCO. 
10. In response to Para 6.8.1, 6.8.2 & 6.8.3, it is submitted that the statements made herein are only matter of record and hence, GRIDCO has no views to offer.

11.
In response to para-6.8.4, it is submitted that the Trading Margin of 4 Paise per Unit per se (which is relevant to Inter State Power Traders) is not applicable to GRIDCO as the power trading by GRIDCO is of the nature of Intra-State Transaction for Bulk Supply of energy. This has been accentuated and upheld by the Hon’ble Supreme Court of India in Appeal No. 5722 of 2006 (Gajendra Haldea vrs. GRIDCO & Others). Hence, the views of the objector may not be considered. 

14. In response to Para-7, it is submitted that GRIDCO’s reply to Para No. 11 may be treated to be the same as reply to this Para.

Any other objections / allegations / suggestions raised by the objector, not specifically replied / dealt with herein above, may be treated as denied.

P R A Y E R

In view of the facts and clarifications stated above, the objections made by the objector are not tenable and may not be considered.

                                                                By the Applicant

                                                                         
     
       Through

Bhubaneswar

Dt. 29/01/2013.





        

Director (Finance &  

 Corporate Affairs)
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