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 203-14 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 :
Mr. R.P. Mahapatra, Retd. Chief Engineer & Member (Generation,OSEB), Plot No. 775 (P) 

Lane-3, Jayadev Vihar
 Bhubaneswar – 751013



    --------- Objector

The humble applicant above named

MOST RESPECTFULLY SHOWETH THAT:

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

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

2.
In reply to issues raised in Para-2, GRIDCO submits that it has proposed Pass Through of Rs.321.49 Crore consisting of 1/3rd of the Differential Fixed Cost Arrears of TTPS from FY 2009-10 to FY 2012-13 amounting to Rs.227.62 Crore (out of the total arrears of Rs.682.85 Crore), Rs.59.53 Crore towards NTPC Arrears from April’12 to Sept.’12 and outstanding Govt. Guarantee Commission of Rs.34.34 Crore. Had GRIDCO proposed the entire Fixed Cost Arrears in respect of TTPS as Pass Through, the proposed Bulk Supply Price (BSP) would have risen by another 18 P/U from the proposed BSP of 378.74 P/U for FY 2013-14. Similarly, the projected ARR also would have increased to Rs.9971.02 Crore in place Rs.9515.79 Crore as proposed by GRIDCO. In fact, GRIDCO consciously has proposed 1/3rd of the Fixed Arrears in respect of TTPS in order to avoid any tariff shock down the line.

   
However, the broad reasons for increase in GRIDCO’s cost are as follows: 

(i) Due to Hon’ble Commission leaving huge deficit gaps in the ARR & inadequate BSP (tariff) approved by the Hon’ble OERC, GRIDCO has been selling power at a loss to the four DISCOMs as may be evidenced from the following Table:

	Financial Year
	ARR Appvd. by OERC

(Rs. Crore)
	Surplus (+) / Deficit (-) left in the ARR 

(Rs. Crore)
	Appvd. Avg. BSP

(P/U)
	Appvd. Avg. Power Purchase Rate

(P/U)

	2008-09
	2486.53
	(-) 94.93
	122.15
	127.40

	2009-10
	3123.10
	(-) 637.69
	122.20
	148.27

	2010-11
	4242.44
	(-) 806.15
	170.25
	174.58

	2011-12
	5952.92
	(-)746.05
	231.65
	210.32

	2012-13
	6950.64
	(-)700.58
	270.74
	236.17


As may be observed, only except the years of FY 2011-12 & FY 2012-13, the OERC approved BSP is less than the approved power purchase rate. Besides, deficit revenue gap has been left by the Commission in all the years, which GRIDCO has not been able to replenish due to non-availability of surplus power for UI and Trading. Coupled with non-payment of full BSP Bills and outstanding dues by the DISCOMs, GRIDCO has been forced to borrow from different sources in order to pay for power purchase bills in order to keep supplying power to the State. Therefore, the allegation that GRIDCO’s losses are on account of inefficient operations, is not correct;
(ii) Due to purchase of high cost power during hydrology failure in FY 2008-09, 2009-10, 2010-11 and 2011-12 which have added to the losses of GRIDCO; 

(iii) Due to fall in the share of low cost hydro power to about 17% now from earlier 57% because of increase in the State’s Power Demand on account of rapid industrialization and Rural Electrification Schemes of the Govt. of India and the State Govt. 

(iv) Due to consequent increase in the share of costly thermal power have added to the cost and deficit of GRIDCO; 
(v) Due to DISCOMs not paying the Overdrawal and the Year-End-Charges to GRIDCO which have contributed to ballooning of costs along with the purchase of power from costlier sources like that of CGPs / Co-Generation Plants etc. in the face of less availability of cheaper hydro power.

It is submitted that the revenue gaps that have arisen due to the above reasons, have been financed through a series of loans from banks / FIs since there is no avenue for GRIDCO to replenish such gaps from any other source.  As the losses have arisen out of inadequate tariff allowed by Hon'ble Commission and the consequential cash deficit is met by availing loans from various banks, issuance of bonds etc., the same need to be serviced by way of recovery through BSP. Unless such costs are allowed through the BSP, GRIDCO is very likely to fall into the “Debt Trap” and its operations may come to a grinding halt.

In such a scenario, it is not correct to say that the losses are on account of inefficient operation of GRIDCO. 

It is to further add that as the losses have arisen due to lower BSPs allowed by Hon'ble Commission and the liabilities have been incurred by availing loans from various banks, issuance of bonds etc., the same need to be serviced by way of recovery through BSP. 

Further, the DISCOMS have failed to pay the dues to GRIDCO as per the Hon’ble OERC Orders from time to time. Therefore, there is no failure on the part of GRIDCO to collect its dues from DISCOMS as all the revenues from DISCOMS are deposited in the Escrow Account and Escrow relaxations are allowed complying with the orders of the Hon’ble Commission.

It is submitted that GRIDCO has the mandate to ensure uninterrupted and quality power supply to DISCOMs who in turn supply the same to the consumers of the State. And in the absence of surplus power for UI & Trading, GRIDCO does not have any other avenues other than the BSP to recoup its revenue requirement. Since the approved BSP has always fallen short of the required ARR / power purchase cost, GRIDCO has been incurring loans to meet the gap, especially to pay for the bills of the generators.

Due to the reasons stated above, GRIDCO, having no other go, has proposed to increase the BSP in order to meet its revenue requirement.

3.
In reply to Para-3 regarding Legal Status of GRIDCO, it is submitted that the status of GRIDCO has also been amply clarified by the Hon’ble Commission (OERC) in its ARR & BSP Orders for FY 2011-12 Dated 18.03.2011 as well as in the ARR & BSP Order for FY 2012-13 Dated 23.03.2012.  In fact, in view of repeated questions being put from several quarters regarding this particular issue, Hon’ble Commission has extensively dealt with such issue in the BSP Orders 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 is only towards greater interest of the Odisha Power Sector. The relevant paragraphs from the afore-said BSP Order for FY 2012-13 are reproduced below for kind information and reference by the learned objector:

Relevant Extracts from ARR & BSP Order for FY 2012-13 regarding Legal Status of GRIDCO :  

Quote:

Legal Status of GRIDCO Ltd. and Nature of its Application

278. Before enactment of the Electricity Act, 2003 (hereinafter referred to as the Act) GRIDCO was a “Transmission and Bulk Supply Licensee” under the Orissa Electricity Reforms Act, 1995 (hereinafter referred to as the Reforms Act). As such GRIDCO had entered into long-term Power Purchase Agreements (PPAs) with generating companies namely OPGC, OHPC, NTPC etc. and also Bulk Supply Agreements with the four DISCOMs namely, NESCO, WESCO, CESU (previously CESCO) and SOUTHCO. Under the said agreements GRIDCO was obliged to sell power on priority basis to the aforesaid DISCOMs of Odisha up to their full requirement and the DISCOMs were obliged to buy power only from GRIDCO. This arrangement is known as the “Single-Buyer-Model” of power procurement for DISCOMs of Odisha. The arrangement was convenient because GRIDCO was also the transmission licensee. The mutual obligations under the long term bulk supply agreements have devolved on GRIDCO & DISCOMs as of now and the Single-Buyer-Model still prevails in the state as a historical legacy. 

279. The legal existence of GRIDCO as a trader owes its origin to its incorporation as a Government Company under the Companies Act, 1956, with effect from 20.04.1995, with the main objective of engaging in the business of procurement, transmission and bulk supply of electric energy. With the enactment of the Reform Act 1995, effective from 01.04.1996, GRIDCO was given some additional powers and functions under S.13 of the said Act. Thereafter under OER(Transfer of Assets, Liabilities, Proceedings and Personnel of GRIDCO to Distribution Companies) Rules,1998 framed under S.23(5) of the Reforms Act,1995, the distribution function of GRIDCO was hived off and vested in four distribution Companies namely WESCO, NESCO, SOUTHCO and CESCO (now CESU) registered under the Companies Act, 1956. GRIDCO thereafter functioned as a Govt. Company engaged in bulk supply and transmission under a licence issued by the Commission under S.15 (1) of the Reforms Act, with effect from 01.04.1997. Neither the word “supply” nor the word “bulk supply” had been defined in the Reforms Act, but the aforesaid Bulk Supply and Transmission Licence, 1997 issued to GRIDCO, indicated that, apart from transmission business, its business consisted of procuring electricity in bulk and supplying the same to the four DISCOMs and not to consumers. For the bulk supply business GRIDCO entered in to several long term PPAs with generators and long–term Bulk Supply Agreements (BSAs) with the four DISCOMs. After coming into force of the Act on 26.05.2003 this supply business of GRIDCO fitted in with the definition of “trading” introduced for the first time in S.2(71) of the Act, with the a restriction in its aforesaid licence that it could not sell directly to consumers. In 2005, by virtue of Transfer Scheme OER (Transfer of Transmission Related Activities) Scheme, 2005 under S.131 (4) of the Act, the transmission business was hived off from GRIDCO because of 3rd Proviso to S.41 & 1st Proviso to S.39 of the Act. Thus what remained with GRIDCO was the business of trading in electricity. Ordinarily, GRIDCO would have been required to take a trading licence under S.14(c) of the Act, but because of the 5th Proviso to S. 14 of the Act, GRIDCO shall be deemed to be a licensee under the said Act. The Proviso runs thus:-

Provided also that the Government company or the company referred to in subsection (2) of Section 131 of this Act and the company or companies created in pursuance of the Acts specified in the Schedule, shall be deemed to be a licensee under this Act.

GRIDCO shall be deemed to be a licensee under the above Proviso because it is a Government company and also because it is a company created in pursuance of the Reforms Act, which has been specified in the Scheduled to the Act and not because a company referred to in sub-section (2) of the S. 131 of the Act. The 5th Proviso to S. 14 of the Act speaks of deemed “licensee under the Act” it does not speak of intra-State or inter-State licensee in particular. Therefore, GRIDCO as a deemed licensee would be deemed to be a licensee under this Commission as well as CERC. This justifies GRIDCO’s purchase from Kahalgaon, Farakka, Chukha, Teesta and Tala power plants for delivery within Odisha. Though under the 5th Proviso to Sec.14 of the Act, GRIDCO has become a deemed licensee, yet its position has had to be consistent with the provisions of the Act. GRIDCO has had to belong to one of the categories of licensee as set forth in clauses (a) (b) or (c) of Sec.14 of the Act. It could not continue to maintain its position as “Transmission and Bulk Supply Licensee” under the Reforms Act. Its present activity, after its transmission business was taken over by OPTCL is now confined to bulk purchase of electricity for sale to DISCOMs of Odisha. This satisfies the definition of trading in Sec. 2(71) of Act. Therefore GRIDCO’s position under the 5th Proviso to Sec. 14 of the Act is doubtlessly that of a deemed trading licensee, carrying on trading of electricity in bulk.

280. Bulk supply activity by a trader is not repugnant to any provision of the Act. Such activity is tenable in law. It is a historical legacy coming down from the period under the Reforms Act and it continues so long as the long term bulk supply agreements with DISCOMs subsist. Some objectors have pleaded out that the single buyer model is against the spirit of the Act and adversely affects the consumers. In this price-fixing proceeding, the Commission has to set price in the situation as it stands now and therefore it refrains from addressing this larger issue. The Commission however, holds that even after coming into force of the Act, the position of the GRIDCO as a (deemed) trading licensee continues to hold good, even though its trading operations on the basis of PPA’s and BSA’s may arguably be questioned as anti-competitive and violative of S.60 of the Act and Ss.3(1) and 4(1) of the Competition Act, 2002 warranting a reference under S.21(1) of the said Act. As to this latter question, the Commission expresses no opinion, inasmuch as the question has not been specifically raised and the Commission has not had the advantage of hearing arguments on that score. The Commission proceeds on the footing that GRIDCO has indubitably a legally valid existence as a trader and the present factum is that the DISCOMs procure their power solely from GRIDCO.

281. There is a significant distinction between activities and operations of GRIDCO as a trader, and the legal existence of GRIDCO. The Commission rejects the contention that GRIDCO can have no legal existence as a trader because S.131(2) & (4) of the Act speak of transferees being generating company, transmission licensee or distribution licensee and not trading licensee. S. 131 deals only with transfer and vesting of properties, interests, rights and liabilities in the process of reorganization of electricity industry. The provision does not deal with creation of entities like traders, which is provided for elsewhere in the Act, namely S.14, S.2(71), S.79 (1)(e) and S.86 (1)(d) of the Act. It is true that under S.131 properties, interests, rights and liabilities cannot be transferred to trading licensees but it is incorrect to suggest that Govt. company existing at the time of commencement of the Act, whose business activity satisfies definition of trading in S.2(71) cannot be a deemed licensee under the 5th Proviso to S.14 of the Act.

282. However, the single buyer model has put GRIDCO in a dominant position, indeed a monopolistic position, so far as supply to the DISCOMs of Odisha is concerned. By virtue of S.60 of the Act, GRIDCO is under an obligation to refrain from abusing its dominant position. In particular, GRIDCO has to refrain from exploiting scarcity situation in the State arising from inability of generating companies to supply adequate power to GRIDCO under their PPAs. Where, in such a situation, GRIDCO chooses to purchase power de hors the PPAs from open market, it has to do so prudently and following merit order dispatch principle. Also in taking such decision GRIDCO has to weigh the possibility of over-burdening the tariff payable by the consumers of Odisha as against reasonable power regulation. It would be proper for GRIDCO to present facts before the Commission and seek Commission’s directions under S.23 of the Act. In this connection Commission’s Order dated 14.01.2010 in Case No.01/2010 regarding Power Regulation Protocol may be referred to. If it is established that GRIDCO has not taken such steps and arbitrarily purchased power at high cost, the Commission would be within its rights not to allow such costs to be passed on to consumers.

283. Under Sec.86(1)(b) of the Act, the Commission is entitled to regulate the price at which DISCOMs may buy power from generating companies or licensees (such as GRIDCO, which is a deemed trading licensee) or from other sources through agreements. The power to regulate price includes the power to fix regulated price from time to time. This provision enables the Commission to fix a regulated price for procurement of power by DISCOMs under the existing Bulk Supply Agreements with GRIDCO. Conceptually this is different from setting of general tariff for sale of electricity by GRIDCO to any purchaser (for which the Commission has no power).

284. The Commission can not and does not fix tariff for sale of electricity by a trader, vide Sec.62 of the Act, and it does not intend to do so for GRIDCO as a trader; even though 61 under Section 86(1) read with Sec.62 of the Act, the Commission may determine tariff for whole-sale or bulk supply of electricity by generators or distributors (i.e. licensees other than traders). This follows from a harmonious reading of Sec.62 and Sec.86 (1) (a) and Sec. 86(1) (j) of the Act. But it just happens that in the present situation of Single-Buyer-Model the regulated purchase price for DISCOMs fixed under Sec. 86(1)(b) coincides with the selling price of GRIDCO as a trader for sale of power only to the present DISCOMs of Odisha. If GRIDCO sells surplus power, after meeting its contractual obligation under existing bulk supply agreements, directly to any consumer u/s 42 read with Sec.49 or another trader, or even to another distributor licensed under the 6th proviso to Sec.14 of the Act, the procurement price, which coincides with GRIDCO’s selling price, fixed in this order is not applicable. Thus, this order does not fix tariff for GRIDCO as a trader for selling power to any other entity except the four DISCOMs.

285. GRIDCO has filed application under S.86 (1)(b) of the Act and prayed for fixation of its selling price qua the present distribution companies by virtue of the subsisting Bulk Supply Agreement and has filed its ARR along with the application. The DISCOMs in their tariff application vide Case Nos.93,94,95 & 96 of 2011 have not prayed for fixation of their power procurement price but such fixation being fundamental determinant of tariff is implicit in their prayer for determination of tariff. In the circumstances GRIDCO’s application is not being treated as a tariff application but as material for the Commission to proceed for fixation of a regulatory price for power procurement by the present DISCOMs under the existing Bulk Supply Agreements. In this context GRIDCO has been heard at length on its ARR because under the prevailing single buyer model, the procurement price of the present DISCOMs coincides with the selling price of GRIDCO. Therefore GRIDCO ought to have a say in the matter and ought to be heard even though the Commission is essentially fixing the procurement price for the present DISCOMs. No meaningful hearing can be given to GRIDCO in this `context unless it’s ARR is considered and approved. It is in this context that ARR of GRIDCO was considered and analyzed and not in the context of fixing a general tariff for GRIDCO.

286. In the process of re-organization of electricity industry, GRIDCO as a trading licensee could not be a transferee of the liabilities either of erstwhile OSEB or of erstwhile GRIDCO functioning as a distribution or transmission company vide S.131 of the Act. Therefore, it has been contended that GRIDCO as deemed trading licensee now is not entitled to consideration of past losses, securitization of arrear dues and other related costs indicated in its application. On deeper analysis it transpires that these past losses, securitization of liabilities and other related costs etc. are a mirror reflection or virtual image of what in reality are the liabilities of DISCOM’s and are actually being serviced by DISCOMs. The past losses, securitization of liabilities, etc are actually being serviced by DISCOMs. These liabilities can be classified as follows: 

1) Liabilities already incurred by GRIDCO as on 01.04.1999 when its distribution business was transferred to DISCOMs. These are arrears on account of power purchase payable to generators and incurred by GRIDCO in the course of its distribution business. These liabilities could not be transferred to DISCOMs as they refused to accept them and hence have remained with GRIDCO even after it became a deemed trading licensee subsequently.

2) Securitized liabilities of DISCOMs after 01.04.1999 up to date. These are NTPCIII and NTPC-IV Bonds, OHPC Bonds, NALCO-I, NALCO-II Bonds, Power Bonds I & II, OPGC- I Bonds. These bonds are being serviced by DISCOMs through GRIDCO on the basis of back- to-back arrangement, though there has been default on the part of the DISCOMs because of their inability to generate sufficient reserve.

3) Other liabilities of DISCOMs being liquidated through GRIDCO on the basis of back-to-back arrangement. These are loans from financial institutions, like REC, PFC & World Bank etc.

287. When distribution function of GRIDCO was transferred to four DISCOMs under OER (Transfer of Assets, Liabilities, Proceedings and Personnel of GRIDCO to Distribution Companies) Rules,1998, vide Clause3(3), the distribution-related liabilities except accumulated losses incurred by GRIDCO in its erstwhile distribution business up to that date (classified under (1) above) was also transferred to the said DISCOMs. From that date onwards further distribution related liabilities were / are being incurred directly by the DISCOMs. Thereafter, when transmission function of GRIDCO was transferred to OPTCL under OER (Transfer of Transmission Related Activities) Scheme, 2005, GRIDCO became a pure trader under the Act and naturally the distribution liabilities could not be, nor was, incurred by GRIDCO. But GRIDCO as a trader has been the sole bulk supplier of DISCOMs on account of existing BSAs. As such, GRIDCO has had the vital responsibility of maintaining steady supply of power to DISCOMs without any interruption. For discharging this responsibility and for ensuring smooth trading activity qua DISCOMs, GRIDCO has entered into arrangement with DISCOMs to serve as conduit for liquidation of liabilities already incurred up to the date of separation (i.e. 31.03.1999) and also being incurred thereafter by DISCOMs through back-to-back payment arrangements (classification (2) and (3) above) such as escrow mechanism under bulk supply agreement, loan agreement and subsidiary project implementation agreement, so that the revenues realized by DISCOMs are paid to respective creditors such as generators and financial institutions (REC, PFC, World Bank etc.) through GRIDCO. Though the creditors are nominally creditors of GRIDCO, the liabilities are serviced by DISCOMs and security for such liabilities are also held by DISCOMs and in that sense the creditors are in truth and substance creditors of DISCOMs, especially because GRIDCO has no asset of its own. GRIDCO, in the interests of its smooth trading activity, is merely providing a mechanism for assured payment to DISCOMs’ creditors. The Commission has recognized this arrangement as a legally valid activity of GRIDCO, ancillary to its trading activity, and has allowed the liabilities to be reflected in the application of GRIDCO, so that sums payable to the creditors can be smoothly recovered from DISCOMs, through escrow mechanism.

Unquote

Thus, the various provisions / clarifications provided in the above two ARR & BSP Orders amply 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.
4. In reply to Para-4 regarding allowance of Trading Margin of 4 P/U only to GRIDCO, , it is submitted that the statements made in this Para are matters of record. However, with regard to fixation of Trading Margin by the Hon’ble OERC, it is submitted that Hon’ble Commission (OERC) has been approving the ARR of GRIDCO leaving huge revenue gaps year after year with a stipulation that the gap may be recouped through UI (Unscheduled Interchange) and trading of surplus power. However, the surplus power regime in the State has vanished because of multiple reasons that include increased State Demand due to rapid industrialization, Massive Rural Electrification under Central (RGGVY) and State Schemes(BGJY) (Biju Gramya Jyoti Yojana) & BSBKY (Biju Saharanchal Bidyut Karan Yojana) etc. Besides, GRIDCO is not being allowed any Return on Equity. The DISCOMs are also not paying the full BSP Bills as well as their outstanding dues to GRIDCO. Despite such factors, GRIDCO, being the “Bulk Supplier” under the “Single Buyer Model” and the “State Designated Entity” has all along been ensuring quality power supply to the State and in doing so, has been incurring huge revenue losses as the Hon’ble OERC is leaving large revenue gaps in the ARR of GRIDCO and also approving a lower Bulk Supply Prices to be charged to the DISCOMs. Thus, the question of earning any Trading Margin by GRIDCO does not arise at all. Had the situation been so (If Trading Margin for GRIDCO would have been fixed) , GRIDCO’s financials would have been much better than what it is now (GRIDCO presently has loans of about Rs.6000 Crore & annual interest outgo of about Rs.600 Crore in ensuring power supply to the State although it has almost no other expenditures). 
Further, it may be relevant to quote the provisions of Tariff Policy of the Govt. of India with regard to fixation of Trading Margin by the respective Regulatory Commission as this is quite a sensitive issue which will spell doom for the electricity consumers as private traders may take advantage of the situation to indulge in profiteering in a power deficit scenario at the cost of the State / State Consumers. In this regard, the relevant Clause 9 of the Tariff Policy is quoted below to clarify the matter:

Extracts from Tariff Policy, Govt. of India

Quote 

……

9.0 TRADING MARGIN

The Act provides that the Appropriate Commission may fix the trading margin, if considered necessary. Though there is a need to promote trading in electricity for making the markets competitive, the Appropriate Commission should monitor the trading transactions continuously and ensure that the electricity traders do not indulge in profiteering in situation of power shortages. Fixing of trading margin should be resorted to for achieving this objective.
……

Unquote

In view of the aforesaid provisions in the Tariff Policy, GRIDCO is of the opinion that time is not ripe for Odisha that the trading margin may be fixed by the Hon’ble Commission as the deficit scenario is not completely wiped out & still in place to some extent. 

5. In reply to Para-5 & 6 regarding the suggestion not to allow any cost to GRIDCO as it has not followed the OERC Protocol on Power Regulation, it is submitted that GRIDCO has all along been following the Orders of the Commission including drawal from various sources including the CGPs and the IPPs. Rather, the SLDC and the DISCOMs are responsible for effective load management in the State. GRIDCO, being the Bulk Supplier and the “State Designated Entity” has always tried to ensure power supply to the State without causing inconvenience to the public at large. In fact, DISCOMs have overdrawn power and are also avoiding to pay the corresponding overdrawal charges to GRIDCO, thus putting GRIDCO into a fix. 
6.
In reply to Para-7 & 8, it is submitted that GRIDCO has been following the approval of the Hon’ble Commission to procure power from different sources. However, the approval of the Hon’ble Commission is also an estimation and may vary in reality depending on various external dynamic factors like rainfall, availability of coal and also its prices during the period in question, availability of plants, evacuation constraints, demand and drawal pattern by the DISCOMs and the consumers and load management by SLDC etc. Therefore, following the Commission’s approval in respect of quantum and cost strictly in an exact manner may not be practically possible or feasible. However, in order to deal with such eventualities, Hon’ble Commission has put in place the mechanism of “Truing-up” wherein Hon’ble Commission allows the costs to GRIDCO by prudently determining what are ought to be admitted or what can not be allowed. In fact, Hon’ble Commission (OERC) has already trued-up the expenditure of GRIDCO upto FY 2010-11 based on the audited annual accounts and has finalized the cumulative deficit gap of Rs.2266.60 Crore to be allowed to GRIDCO vide OERC Order Dated 19.03.2012 in Case No. 06 of 2012. 
7.
In reply to Para-9 regarding the super normal increase in BSP being proposed by GRIDCO, it is submitted that Hon’ble Commission (OERC) has been approving the Bulk Supply Price (BSP) which is in fact much lower than what actually is required for GRIDCO to cover its Annual Revenue Requirement (ARR). In this regard, it is submitted that the generators from whom GRIDCO is contractually obliged to purchase power, charge a cost-plus tariff whereas GRIDCO is not allowed to recover its full cost through the BSP. Besides, GRIDCO is also not allowed Return on Equity and the Hon’ble Commission always leaves huge revenue gaps in the ARR of GRIDCO year after year (as has been put forth herein at reply at Para-2 above) in order to keep the Retail Supply Tariff (RST) low. The problem is further getting compounded as the DISCOMs also don’t pay the full BSP Bill and outstanding dues to GRIDCO. All these negativities have been forcing GRIDCO to resort to borrowings in order to keep supplying power to the State. The borrowings of GRIDCO has touched about Rs.6000 Crore with annual interest service liability of Rs.600 Crore. The Regulatory Assets approved by the Hon’ble Commission is also being paid by the DISCOMs which adds owes to GRIDCO’s poor financials.  Therefore, instead of being reprimanded, GRIDCO’s relentless service to the State needs to be recognized and accordingly, the proposed BSP of 378.74 P/U be allowed to GRIDCO in order to recover the proposed ARR of 9515.79 Crore during FY 2013-14. In fact, the proposed BSP would have increased by another 18 P/U had GRIDCO proposed recovery of full Fixed Cost Arrears dues of Rs.682.85 Crore in respect of TTPS in the ARR & BSP for FY 2013-14 instead of only 1/3rd amounting to Rs.227.62 Crore only. GRIDCO consciously avoided to propose the recovery of entire Arrears of TTPS in one go in the consumers’ interest to avoid any tariff shock.   

8.
In reply to Para-10, it is submitted that these are only matter of record. 

9.
In response to Para-11, it is submitted that GRIDCO has been paying the CGPs/ Co-Generation Plants @275 P/U or at the approved rate taking into consideration of their CGP status. That does not mean that GRIDCO will not settle the bills of these generators. In fact, while settling the issues with some of the CGPs, it has been observed that GRIDCO has overpaid their bills which need to be adjusted in the subsequent bills of the CGPs. Therefore, putting the blame on GRIDCO that it does not pay to the CGPs / Co-Gen. Plants etc. towards purchase of its power is not fair.

With regard to sourcing of power through UI / Power Exchange, it is submitted that such procurement is purely based on requirement as well as economic reasoning. 
10.
In response to Para-12 regarding the failure of GRIDCO to collect the arrear dues from the DISCOMs, it is submitted that despite all sincere steps taken by GRIDCO, the objective has not been realized as DISCOMs have squarely failed in their duties to repay the dues of GRIDCO. Even Hon’ble OERC Order regarding settlement of Rs.400 Crore NTPC Bonds by the Reliance Managed DISCOMs (WESCO,NESCO & SOUTHCO) in which GRIDCO sacrificed a substantial sum, has not been carried out by the DISCOMs. GRIDCO does not agree to the allegation that it has not approached the Hon’ble Commission regarding failure of DISCOMs to pay dues of GRIDCO. In fact, in all the Meetings, discussions, hearing of Cases relating to DISCOMs and regular Performance Review Meetings by the Hon’ble Commission, GRIDCO has been raising the issue non-clearance of dues by the DISCOMs from revenue as well as the payment from Consumers’ Security Deposit with the DISCOMs.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        
11.
In reply to Para-13, it is submitted that these are only matter of record. 

12.
In response to Para 14 & 15 regarding the crises of the Odisha Power Sector, it is submitted that GRIDCO has all along been trying its best to solve the problems in a hope that the Sector will turn around in the coming future and therefore, the proposed expenditures may be allowed to GRIDCO. In fact, GRIDCO does not have any additional expenditure except the power purchase cost and the loan & interest repayment, which are statutory payments. GRIDCO operates with skeleton staff having annual employees cost which is only 0.06% of the Annual Revenue Requirement of Rs.6950 crore minimal expenditures which are even less than the prescribed limits. 

In order that the avowed objectives of Reforms are carried forward, GRIDCO expects an extending hand from all stakeholders including the DISCOMs and the Consumers whereby the performance parameters like AT & C Loss, payment of dues of GRIDCO by the DISCOMs, quality of service etc. are required to be improved in the coming days.

10.
The statement made in Para- 16 is matter of record only.
Any other objections/ allegations/ suggestions raised by the objector, not specifically replied dealt with herein above, may be treated as denied.

PRAYER

In view of the facts stated above, the prayer made by the objector may not be considered.

 

    By the Applicant

                                                                         

   Through

Bhubaneswar 






            Director (Finance &

Dt. 29/01/2013.
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