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

THE MATTER OF:

National Aluminum Co. Ltd (NALCO),

NALCO Bhawan, P/1, Nayapalli, Bhubaneswar

Through Shri Pradeep Kumar Nath, AGM (Elect.) 







……… Objector

The humble applicant above named

MOST RESPECTFULLY SHOWETH THAT:

GRIDCO submits its 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 are matter of record only.

2.
In response to Para-2, it is submitted that the present ARR & BSP Application has been prepared by taking into account various actual / approved verifiable figures with proper basis. Broadly, the Application consists of the following costs:

(A) Power Purchase Cost which is based on the power purchase rate as fixed vide different Orders of the Relevant Authorities.

(B) Marginal expenses towards establishment costs etc.;

(C) Pass through of past losses including payment of Arrears.

To elaborate, the present ARR & BSP Application has been prepared and submitted to the Hon’ble OERC basing on the Audited Accounts for the year 2010-11 & FY 2011-12 along with submission of all facts & figures supported with Evidential Documents for prudent check by the Hon’ble Commission for approval of the ARR & BSP Order. In fact, the projection / estimation of each item of the ARR has been made with proper basis and the underlying reasons have also been stated in the Application itself. 
The ARR of GRIDCO for FY 2013-14 is estimated as Rs.9515.79 Crore comparatively at a lower side as GRIDCO has considered only 1/3rd of the pass through amount in respect of TTPS. Had the total Pass Through sum of Rs.682.85 Crore relating to TTPS been considered in the ARR Application, the proposed BSP of 378.74 P/U would have further increased by another 18.12 P/U.  It is submitted that 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 has been shown in the ARR & BSP Application.

As regards to the projected power procurement from different sources for 2013-14 to meet the demand of DISCOMs, the following are considered which are subject to approval by the Hon’ble Commission:

I. Projection from OHPC, OPGC & TTPS 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 at normative i.e 85% PLF has been considered based on the Hon’ble CERC (Determination of Tariff) Regulations, 2009.
V. Projection from Chukha HPS & Tala HPS has been taken by considering the trend of supply during the past years (Average drawal of past 6 years in case of Chukha and 4 years in case of Tala HPS).
VI. Projection from Teesta HPS has been considered based on the annual saleable energy and the share of GRIDCO at 23.40%.

VII. Projection from the IPPs has been taken as per the provisions of the PPAs.  

VIII. Projection of procurement from CGPs / Cogeneration sources has been taken as 2194.04 MU; besides 120 MU of Bio-mass & 65.76 MU of Solar energy is proposed to be procured during FY 2013-14.

3.
As regards to the estimation of power procurement cost from different sources, the latest rate / tariff applicable for each station (as fixed vide different orders of the Relevant Authorities) has been taken into consideration, which is subject to prudence check by the Hon’ble Commission.

Other important factors contributing to significant increase in the proposed power purchase cost are;

·  The already increased coal prices (although the price has stabilized now) has gone up contributing to increase in the Thermal Power, Besides, the use of costly blended coal has led to increase in cost of power
· There is overall increase in the State Demand which has arisen primarily because of rapid industrialization and massive Rural Electrification under Rajiv Gandhi Grameen Vidyut Karan Yojana (RGGVY), Biju Gramya Jyoti Yojana (BGJY) & Bjiju Saharanchal Vidyut Karan Yojana (BSY) etc. leading to purchase of high cost thermal power.
· Over a period of time, the share of cheaper hydro power has fallen from earlier 57% to about 17% now resulting in overall increase in the power purchase cost of GRIDCO. 
Thus, the proposed power purchase cost is very much realistic and not inflated as viewed by the objector.

4.
Further, it is submitted that GRIDCO, although classified as a “Trader” also happens to be the Bulk Supplier of power to the State DISCOMs as the Govt. of Odisha has notified GRIDCO as the “State Designated Entity” under the “Single Buyer Model”. Hon’ble OERC through its various Orders including the BSP Orders for immediate previous years has also upheld GRIDCO’s position as being legally tenable. It’s because GRIDCO’s legal existence is sustainable under the Law, it has been submitting its ARR &BSP Applications right from its inception under the relevant provisions of the Electricity Act, 2003 and the related OERC Regulations framed thereunder and the same is being considered by the appropriate Fora for adjudication all along these years. Besides, in clarifying GRIDCO’s position as a Trader as well as a Bulk Supplier, it is submitted that GRIDCO, right from the time it has come into being, has been bearing the additional burden due to increased power purchase cost, much lower BSP being allowed by the Commission to keep the Retail Supply Tariff low, fall in share of hydro power in the wake of increased State Demand for power and DISCOMs not paying the full BSP Bills / dues of GRIDCO and absence of any subvention from the Govt. etc. to sub-serve the interest of the State as well as the consumers and in the process has virtually fallen into the “Debt Trap” as its borrowing has almost reached Rs.6000 Crore excluding annual interest outgo of more than Rs. 600 Crore. Therefore, advancing arguments that GRIDCO should not be allowed of any increase in its cost may not sound logical and prudent.  
5.
With regard to the allegation of high BSPs of GRIDCO, it is submitted that in actual practice, GRIDCO is being given much lower BSPs by the Hon’ble Commission than what is ought to be, as such with such approved lower BSPs GRIDCO is left with huge deficit revenue gaps in the ARRs of GRIDCO as is evident from the following:

Annual Revenue Requirement, Bulk Supply Price & Revenue Gap 
being approved by OERC over the years

	Financial Year
	Avg. BSP appvd. by OERC

(P/U)
	ARR Appvd. by OERC

(Rs. Crore)
	Surplus (+) / 

Deficit (-) 

left in the ARR

(Rs. Crore)

	2008-09
	122.15
	2486.53
	(-) 94.93

	2009-10
	122.20
	3123.10
	(-) 637.69

	2010-11
	170.25
	4242.44
	(-) 806.15

	2011-12
	231.65
	5952.92
	(-) 746.05

	2012-13
	270.74
	6950.64
	(-) 700.58


As may be observed, even though the Hon’ble Commission recognizes the ARR of GRIDCO, the same is not being allowed in the BSP Tariff in the same year for which a revenue gap is left in each year’s ARR. Although the Commission has devised the process to recover such deficits through the regulatory asset, the payment of regulatory assets has become uncertain as the DISCOMs are failing in their duty to clear the BSP bills / dues of GRIDCO in time. As a result, as stated above, GRIDCO, the “State Designated Entity” has virtually fallen into the “Debt Trap”. This has also been recognized by the Hon’ble Commission itself while recommending GRIDCO’s case for consideration in the Financial Restructuring Plan of the Govt. of India.

Further, in absence of availability of surplus power for UI & Trading due to less hydrology coupled with increased State demand during recent years and due to inadequate BSP as compared to the ARR / the power purchase rate approved by the OERC over the years, GRIDCO has not been able to replenish the gap left in the ARR. 

Thus, GRIDCO has no other go but to recover its revenue requirement through the BSP only. 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 recoup such gaps from any other alternative sources.  As the losses have arisen out of inadequate tariff allowed by the 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. Consequently, the interest burden alone has touched a level of around Rs.600 Crore per annum. 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.

Further, due to reform in the Power Sector, GRIDCO has been burdened with all the losses of the sector right from the OSEB days and no losses were transferred to the DISCOMs which started their operations with a clean slate. With passing of time, DISCOMs did not even pay the BSP dues in full that led to mounting of arrears on them whereas GRIDCO was / is under obligation to ensure power supply to the DISCOMs to meet the State Demand. Therefore, the loan burden of GRIDCO increased with consequent carrying costs. 

In view of the foregoing, the contention of the objector raised in this Para may not be accepted. 

6.
In response to Para-3 and 4, it is submitted that CGPs like NALCO & IMFA are basically suppliers of their surplus power to GRIDCO after meeting their own captive consumption and occasionally they draw their requirement towards the emergency & back-up power from the grid. From the past records, it is observed that the limit of drawl of such power usually remained low. But during the last two years and also during the current year, NALCO drew comparatively more Back-Up and Emergency Power from the grid as it was not able to generate enough power due to short supply of coal. However, it seems NALCO is going to reduce its drawal of emergency & back-up power during the coming days in a bid to bolster its profit. Further, in view of Hon’ble Commission approving 100 MU of sale of emergency power to CGPs like NALCO & IMFA during the recent years. GRIDCO projected 100 MU of emergency power to be drawn by the CGPs like NALCO & IMFA. 

The existing rate of Rs.6.90 per Unit for sale power to NALCO has been taken based on the approval by the Hon’ble OERC for FY 2012-13 towards the projected supply of emergency power to the CGPs. Usually, the HT & EHT consumers pay two-part tariff i.e. Demand Charge & the Energy Charge for the capacity blocked for them and energy drawn by them, respectively. But in case of CGPs, the drawal is only occasional. Hence, the Hon’ble Commission has dispensed with the Demand Charge and allowed the CGPs to pay only the energy charges, based on their actual drawal.

As per the Bi-lateral Agreement that existed between NALCO & GRIDCO, NALCO was required to pay three times of the rate at which it supplies surplus power to GRIDCO. In such a case, NALCO would now be required to pay Rs.8.25 (Rs.2.75X3) per Unit for emergency energy drawal. But Hon’ble Commission was gracious enough to allow Rs.6.90 per Unit for NALCO instead of Rs.8.25 per Unit.

Further, it may be appreciated that GRIDCO has all along stood with NALCO to supply adequate back-up power as & when necessary even by procuring high cost power through U.I. (Unscheduled interchange) ranging from Rs.8.00 to Rs.16.00 per Unit when the State was reeling under acute power crisis. Otherwise, NALCO would have been compelled to stop its production with consequential loss of export commitment, profit & market share etc.

4.
The Statements made in Para-5 are 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.

P R A Y E R

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

                            By the Applicant

                                                                       
                Through 
Dt.  29/01/2013.







Director (Finance &  

 Corporate Affairs) 
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