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Case No…………

IN THE MATTER OF :
An application for approval of Annual Revenue Requirement and determination of Bulk Supply Price for the Financial Year 2008-09. under Section 62, 64, 86(1)(a), 86(1)(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 :       Grid Corporation of Orissa Ltd., Janpath, Bhubaneswar
                                                                                                              
 …  Applicant

The Humble Applicant above named MOST RESPECTFULLY SHOWETH:

Grid Corporation of Orissa Limited (GRIDCO), a bulk supply licensee is carrying out the activities of purchase of power from different generators for Supply to DISCOMS by utilizing the transmission network of OPTCL and providing ancillary services to CGPs and trading the surplus power available, if any, from time to time.

As per the provisions of Section 64,86(1)a, 86(1)b and other applicable provisions of the Electricity Act, 2003, OERC (Conduct of Business) Regulation, 2004 and OERC (Term and Condition for Determination of Tariff) Regulation, 2004, GRIDCO, is required to submit its Annual Revenue Requirements for the ensuing year i.e. for FY 2008-09 to the Hon’ble Commission for approval. 

Accordingly, GRIDCO submits its Annual Revenue Requirement in the following paras to the Hon’ble Commission for kind consideration and approval for FY 2008-09.

1.
ENERGY AVAILABILITY 

The availability of energy from different generating stations for FY 2008-09 are grouped under different heads as given below :

1.1 State Hydro Stations.

1.2 State Thermal Stations.

1.3 Central Generating Stations.

1.4 Captive Generating Power Plants.

1.5 Renewable Energy.

1.1 STATE HYDRO STATIONS :

1.1.1 OHPC Hydro Stations: The availability of power from the OHPC hydro stations has been projected on the basis of Generation Plan submitted by OHPC (ED-I) for different stations. Accordingly, Energy Sent Out (ESO) from OHPC Old Stations (Hirakud, Balimela, Upper Kolab & Rengali) has been projected at 3728.57 MU for FY 2008-09 after deducting 0.5% loss towards auxiliary consumption and 0.5% towards Transformer loss. 

Considering 5 MW supply from Hirakud Power Station-II (HPS-II) to Chhatisgarh State Electricity Board (CSEB), 16.60 MU is deducted from HPS supply. The availability from HPS is considered as 1037.75 MU.
Similarly, the availability (ESO) from Upper Indravati Hydro Electric Project (UIHEP) is projected as 1962.18 MU as per the Generation Plan (ED-I) submitted by OHPC after deducting 0.5% loss towards auxiliary consumption and 0.5% towards Transformer loss. 

The details of drawal from OHPC Stations and that from UIHEP, are shown in the Table below:   

	  Power Procurement from OHPC 

	Power House
	Design

Energy   

  (MU)
	GRIDCO

 Share 

%
	Projection for drawal as per the Generation Plan  submitted by 

OHPC for 

08-09  (MU)
	OHPC Projection for FY 08-09 (after 0.5% Trans. loss and 0.5% auxiliary consumption)   (MU)
	GRIDCO Projection for FY 08-09 (after 0.5% Trans. loss, 0.5% Aux. Cons. & 5MW allocation to CSEB)   (MU)

	 HPS
	1174.00
	100*
	1065
	1054.35
	1037.75

	Rengali
	525.00
	100
	700
	693.00
	693.00

	Upper Kolab
	832.00
	100
	838
	829.62
	829.62

	Balimela
	1183.00
	100
	1180
	1168.20
	1168.20

	Sub-Total
	3714.00
	100
	3783
	3745.17
	3728.57

	Upper Indravati
	1962.00
	100
	1982
	1962.18
	1962.18

	Total
	5676.00
	 
	5765.00
	5,707.35
	5,690.75

	* There is 5 MW allocation from HPS i.e. 16.60 MU in favour of  CSEB.


1.1.2  Machhkund:

The design energy of Machhkund taken by OHPC is 525 MU. Considering Orissa share of 50%, GRIDCO’s procurement is estimated at 265.00 MU for FY 2008-09. It is however submitted that recently there has been a major breakdown of this HPS. GRIDCO expects that the breakdown will be rectified and the unit will come into system by March-08.

1.2 STATE THERMAL STATIONS:

1.2.1 Orissa Power Generation Corporation Limited (OPGC):  

The net energy availability from OPGC to GRIDCO is estimated at 2946.76 MU for FY2008-09 as per the Generation and Maintenance Schedule (ED-II) submitted by OPGC for the year 2008-09 with projected PLF of 88.50% duly adjusted with Auxiliary Consumption of 9.50 % as per PPA.

1.2.2 Talcher Thermal Power Station (TTPS) of NTPC: 

In the absence of receipt of generation plan from TTPS for FY 2008-09, the net energy availability from TTPS is projected at 3162.17 MU based on PLF of 87.68% (last year projection) and Auxiliary Consumption at 10.50% (revised CERC norm). 

1.3
Central Generating Stations (CGSs): 

As per the CERC (Terms and Conditions of Tariff) Regulations, 2004 and in line with the CERC Order applicable for individual NTPC-ER Stations, the generation of CGSs is considered at 80% PLF since it will entitle them to recover full Capacity Charge. The revised allocations from NTPC stations to the State of Orissa are considered towards availability in this Application.  In an era of Availability Based Tariff, GRIDCO proposes to draw full share of power from TSTPS, FSTPS and KhSTPS to meet the State Demand. 

1.3.1 For the purpose of actual availability, the system loss for ER system is considered as 3.62% based on the actual data tabulated from Regional Energy Account of Eastern Regional Power Committee (ERPC) (ED-      ). 

1.3.2 Talcher Super Thermal Power Station (TSTPS) – Stage -I :  

Based on the GRIDCO’s share from TSTPS Stage-I of 31.80%, Auxiliary Consumption of 7.50%, PLF of 80% and Central Transmission Loss of 3.62%, the availability to GRIDCO from TSTPS Stage-I comes to 1986.78 MU. Accordingly, GRIDCO is projecting 1986.78 MU from TSTPS-Stage-I for FY 2008-09.

1.3.3 Talcher Super Thermal Power Station (TSTPS) – Stage -II :  

GRIDCO has been allocated 200 MW from TSTPS Stage-II (Installed capacity: 2000 MW) towards State Quota. Considering Auxiliary Consumption of 7.50% and energy availability at 80% PLF and Central Transmission Loss of 3.62%, the availability to GRIDCO from TSTPS Stage-II comes to 1249.55 MU. Accordingly, GRIDCO is projecting 1249.55 MU from TSTPS-Stage-II for FY 2008-09.

1.3.4 Farakka Super Thermal Power Station (FSTPS):  

With revised share of 13.63% from FSTPS, availability of power to GRIDCO, considering the auxiliary consumption of 7.56%, PLF at 80% and Central Transmission Loss of 3.62% is estimated at 1361.12 MU. 

1.3.5 Kahalgaon Super Thermal Power Station-Stage-I (KhSTPS-I) :  

The reduction of allocation from KhSTPS is taking place with progressive availability of power from Tala HPS to GRIDCO. With commissioning of sixth unit of Tala HEP in Bhutan, the allocation from KhSTPS will reduce to 10.94%, which works out to 92 MW. Considering the Auxiliary Consumption of 9%, PLF at 80% and Central Transmission Loss of 3.62%, the availability to GRIDCO comes to 564.83 MU. 

1.3.6
  Kahalgaon Super Thermal Power Station-Stage-II (KhSTPS-II) :  


The 1500 MW KhSTPS-Stage-II would commence its commercial operation from April-08. GRIDCO is allotted 5.8% of its share, which comes to 87 MW. Considering 80% PLF, Auxiliary Consumption of 9% and Central Transmission Loss of 3.62%, the net availability from KhSTPS-II to GRIDCO works out to 534.74 MU.


The details of GRIDCO’s drawal for FY 2008-09 from Central Sector Generating Stations (CGSs) as per revised allocation are given in the Table below:

	Availability of Power from Central Generating NTPC Stations

	Central Thermal Stations
	Installed Capacity
	Aux. Cons (%)
	PLF Assumed (%)
	Net availability  (ESO) (MU)
	GRIDCO Share (%)
	Ex-bus availability (MU)
	GRIDCO share after Central Sector Tr. loss of 3.62%   (MU)

	
	(MW)
	
	
	
	
	
	

	TSTPS 

Stg.-I
	1000
	7.5
	80
	6,482.40
	31.80
	2,061.40
	1,986.78

	TSTPS 

Stg.-II
	2000
	7.5
	80
	12,964.80
	10.00
	1,296.48
	1,249.55

	FSTPS
	1600
	7.56
	80
	10,365.11
	13.63
	1,412.25
	1,361.12

	KhSTPS Stg.-I
	840
	9
	80
	5,356.92
	10.94
	586.05
	564.83

	KhSTPS Stg.-II
	1500
	9
	80
	9,565.92
	5.80
	554.82
	534.74

	TOTAL
	 
	 
	 
	44,735.15
	 
	5,911.00
	5,697.02


1.3.7 Chukha (Bhutan) : 
GRIDCO’s allocation of power from Chukha HEP now stands at 15.19%. Accordingly, GRIDCO proposes to draw 234.90 MU of energy (after discounting for Central Sector Loss of 3.62%) from Chukha during the FY  2008-09, which is same as was approved by Hon’ble OERC for FY 2007-08. 

1.3.8 Tala HEP (Bhutan) : 

GRIDCO’s share accounts for 4.25% of Tala HEP. Already five units of Tala HEP, each having installed capacity of 170 MW, are now in commercial operation and sixth unit is expected to come by March 08. GRIDCO expects 195.44 MU (after discounting for Central Sector Loss of 3.62%) from all the six units of Tala HEP during FY 2008-09.

1.4 Captive Generation Plants (CGPs) : 

The drawal from CGPs is not based on long term PPAs. GRIDCO has no lien on the capacity of the CGPs. CGPs supply the power to the system as and when there are surplus. There is increasing pressure from CGPs to allow them Open Access for selling the surplus power to the deficit states at a lucrative price. In order to avail the surplus power of CGPs for meeting the demand of the State. The Board of Director of GRIDCO has approved a reasonably remunerative rate for procurement of power from CGPs pending finalisation of CGPs policy by GoO. In the meantime, four nos. of CGPs have entered into agreement with GRIDCO for sale of surplus power at the approved rate.

In the past years, the actual availability from CGPs varied widely from the quantum approved by the Commission. During first six months of FY 2007-08, there has been drawal of 228.333 MU from CGPs. However, GRIDCO proposes drawal of 543 MU for FY 2008-09 considering the drawal during first six months of FY 2007-08. The following Table gives the details of drawal Power from various CGPs during the 1st six months of FY 2007-08 and that pertaining to the projection for FY 2008-09.

	Drawal from Captive Generating Plants (CGPs)

	
	
	

	Captive Generating Stations
	Energy drawal in first six months of 2007-08 
	Energy Proposed for FY 2008-09 

	
	(MU)
	(MU)

	NALCO 
	75.836
	320

	ICCL
	1.962
	4

	INDAL
	7.678
	15

	RSP 
	6.039
	13

	BHUSAN (S&P)
	126.764
	0

	Bhusan (S&S)
	3.067
	 

	Shyam DRI
	2.413
	11

	Sterilite Industries (Vedant)
	4.574
	30

	Jindal
	0.000
	150

	TOTAL
	228.333
	543


1.5 Renewable Energy : 

The Hon’ble Commission, in its order dtd. 20.08.2005 in Case No. 14 of 2005, has directed that GRIDCO should procure power from non-conventional and renewable energy sources up to 3% of the total power purchase during the year 2007-08 FY and it should increase at the rate of 0.5 % per annum for each subsequent years to reach a level of 5 % per annum by 2011-12 FY. Presently, GRIDCO is drawing power from M/s. NINL, M/s. AARTI Steel Ltd. & M/s. TATA Sponge Ltd.  GRIDCO is expecting Samal Small Hydro Project and Minakshi Small Hydro Project will commence there operation in the mid of 2008-09 FY. GRIDCO forecast 375 MU of power from renewable sources which includes 30 MU and 45 MU of power respectively from the above two stations during 2008-09 FY.

	Drawal from Captive Generating Plants (CGPs)

	
	
	

	Captive Generating Stations
	Energy drawal in first six months of 2007-08 
	Energy Proposed for FY 2008-09 

	
	(MU)
	(MU)

	NINL
	49.583
	100

	ARATI STEEL
	42.416
	80

	Tata 
	59.758
	120

	Samal Small Hydro
	 
	30

	Minakshi Small Hydro
	 
	45

	 
	 
	 

	TOTAL
	151.757
	375


1.6 Summary of Power Procurement for FY 2008-09:

The following table indicates the total availability of power to the State of Orissa from different sources including CGPs & Central Generating Stations for FY 2008-09: 

	Summary of Power Procurement for FY 2008-09

	Stations
	Availability (After loss and Auxiliary Consumption) 
	Share %
	Projection for  FY 08-09  

	
	(MU)
	
	(MU)

	OHPC(Old)
	3,728.57
	100*
	3,728.57

	Indravati
	1,962.18
	100
	1,962.18

	Machkund
	265.00
	100
	265.00

	Total Hydro
	5,955.75
	 
	5,955.75

	OPGC
	2,946.76
	100
	2,946.76

	TTPS
	3162.17
	100
	3,162.17

	CGPs 
	543.00
	 
	543.00

	Renewable Energy
	375.00
	 
	375.00

	Total State      (A)
	12,982.69
	100
	12,982.69

	Chukha
	234.90
	15.19
	234.90

	TSTPS Stg.-I
	1,986.78
	31.80
	1,986.78

	TSTPS Stg-II
	1,249.55
	10.00
	1,249.55

	FSTPS
	1,361.12
	13.63
	1,361.12

	KhSTPS Stg-I
	564.83
	10.94
	564.83

	KhSTPS Stg-II
	534.74
	 
	534.74

	TALA
	195.44
	4.25
	195.44

	Total Central Sector (B)
	6127.36
	 
	6127.36

	Total            (A+B)
	19,110.05
	 
	19,110.05

	Or Say
	
	
	19110


· There is 5 MW allocation from HPS i.e. 16.60 MU in favour of CSEB.

2 ENERGY SALE AND DEMAND ESTIMATION OF GRIDCO.

2.1
Energy Demand of DISCOMs and CGPs:

GRIDCO requested the four Distribution Companies (DISCOMs) to submit their Energy Demand and Simultaneous Maximum Demand for FY 2008-09 in order to arrive at the aggregate Demand of power in the State to be projected in the Annual Revenue Requirement for FY 2008-09. However, in absence of any communication from the DISCOMs, GRIDCO has considered the energy demand on its own considering the past trend which has however been limited to availability of power.

2.2 Emergency Power Supply to Captive Generating Plants (CGPs) for FY 2008-09 is projected as 10 MU considering the OERC approval for FY 2007-08 and the present trend of drawal. 

2.3 Simultaneous Maximum Demand (SMD) : 

GRIDCO projected the SMD as per the submission made by NESCO, SOUTHCO in their Business Plans for 2008-09. Projection of demand by WESCO in its Business Plan is on the higher side compared to the actual demand for the first six months of FY 2007-08 and that of OERC approval for FY 2007-08. Hence, demand of WESCO is kept at 837.98 MVA per month as approved by OERC for FY 2007-08. Demand of CESU is projected as 834.69 MVA per month considering 5% rise over OERC approval for FY 2007-08. The details are shown in Table below:
	DISTCOS
	FY 06-07                          (Actual)
	OERC approval for 2007-08
	First six months of 2007-08(Actual)
	DISTCO projection for 08-09 in B.P. except CESU FY 07-08
	GRIDCO projection for 2008-09
	% Rise in demand (FY- 08-09 vrs. OERC approval for FY07-08)

	 CESU 
	775.67
	794.94
	837.07
	-
	834.69
	5.00%

	 NESCO 
	562.62
	687.71
	616.47
	724
	724
	5.28%

	 WESCO 
	699.28
	837.98
	773.1
	900
	837.98
	0.00%

	SOUTHCO 
	298.99
	313.9
	320.28
	325
	325
	3.54%

	 TOTAL 
	2,336.56
	2,634.53
	2,546.92
	1,949.00
	2,721.67
	3.31%


2.4 The details of Energy Demand of DISCOMs and CGPs:
The Energy Demand of Discoms is projected by escalating estimated consumption for FY 2007-08 (based on 1st six months actual drawal prorated to one year) in the ratio of increase over previous year’s actual drawal limited to availability.

ENERGY AVAILABLE FOR DISCOMs   (MU)

	AGENCY
	FY06-07 Actual
	Actual from 4/07 to 09/07 (MU)
	Projection for 07-08 on pro-rating first six months actual
	OERC approval for 2007-08
	GRIDCO Projection for FY08-09 based on availability of Power
	% Rise demand (08- 09 over prorated of 07-08)

	
	(MU)
	
	
	
	(MU)
	

	1
	2
	3
	4
	5
	6
	7=(6-4)/4%

	 CESU
	4623.26
	2592.54
	5185.08
	4842.00
	5760.00
	11.09%

	 NESCO 
	3981.12
	2180.21
	4360.42
	4497.00
	4730.00
	8.48%

	 WESCO 
	4671.19
	2575.87
	5151.74
	5496.00
	5627.00
	9.23%

	 SOUTHCO 
	1826.88
	966.75
	1933.50
	1818.00
	2027.00
	4.84%

	 TOTAL DISCOMS 
	15102.45
	8315.37
	16630.74
	16653.00
	18144.00
	9.10%

	 CGP 
	15.96
	68.86
	137.72
	10.00
	10.00
	 

	TOTAL SALE
	15118.41
	8384.23
	16768.46
	16663.00
	18154.00
	 


3.
Transmission Loss:

The OPTCL System for April 07 to Sept 07 witness 5.20% average transmission loss.  In view of the increasing demand for power due to ongoing industrialization of Orissa and stoppage of trading of surplus power, there will be increased flow of power in the OPTCL transmission network contributing to increased transmission loss. However GRIDCO has considered provisionally 5% transmission loss as approved by commission for 07-08 FY. The final transmission loss percentage as will be approved for OPTCL will obviously be applicable to GRIDCO.

4.
Power Demand & Availability:

The energy required to be purchased for DISTCOs and CPP for FY 2008-09 considering transmission loss of 5% is summarized in table below. 

	Power Demand subject to Availability

	Sl. 
	ITEMS
	FY 2008-09 Projection (MU)

	No.
	
	

	1
	Proposed power sale to DISCOMs and CPP
	18,154.00

	2
	Transmission loss @ 5 % 
	956.00

	3
	Total procurement available for DISCOMs and CPP
	19,110.00


5.0 Power Procurement Costs:

5.1  
OHPC  

The approved rate of Hon’ble OERC for FY 2007-08 is considered in this application for    FY 2008-09 provisionally subject to the final approval of Hon’ble OERC. The proposal for 2008-09 FY is shown in the table below:
	Power Procurement, Rate  & Cost from OHPC Hydro Stations

	Name of Power stations
	Projection as per the Generation Plan submitted by OHPC (MU)
	OERC Approval for 07-08
	GRODCO projection for Primary Energy Rate for 08-09 (P/U)
	GRODCO projection for Capacity Charge  

for 08-09 (Rs. Cr.)
	Annual fixed Cost for 08-09 (Rs. Cr.)
	 
	 
	Avg. 

rate

	
	
	Primary Energy

(P/U)
	Capacity Ch.

(Rs. In Cr.)
	
	
	
	Secondary Energy Ch. (Rs in Cr.)
	Total Energy Cost (Rs. In Cr.)
	

	Hirakud 
	1037.75
	41.1
	15.91
	41.1
	21.03
	63.68
	0.00
	63.68
	61.36

	Rengali HEP
	693.00
	35.17
	 
	35.17
	0.00
	18.28
	6.09
	24.37
	35.17

	Upper Kolab HEP
	829.62
	21.24
	 
	21.24
	0.00
	17.50
	0.12
	17.62
	21.24

	Balimela HEP
	1168.20
	41.1
	14.55
	41.1
	14.67
	62.68
	 
	62.68
	53.66

	OHPC
	3728.57
	 
	 
	 
	35.6955
	162.14
	6.21
	168.35
	45.15

	Upper Indravati HEP
	1962.18
	41.1
	50.62
	41.1
	49.81
	130.46
	0.00
	130.46
	66.49

	Total
	5690.75
	 
	 
	 
	 
	292.60
	6.21
	298.81
	52.51


5.2 Machkund:

The proposed power procurement, tariff and Cost from Machhkund Hydro station for FY 2008-09 are shown in the table below.

	Power Procurement, Tariff & Cost from Machhkund Hydro Station

	Particulars 
	Projection for 2008-09

	Installed Capacity (MW)
	114.50

	Design Energy available both for Andhra Pradesh & Orissa (MU)
	525.00

	Expected Energy drawal by Orissa (50%) (MU) (A)
	265.00

	Energy Drawal against O&M Exp. (30%) (MU)
	157.5

	Purchase of Power upto 20% as per Supplementary Agreement (MU)
	105

	O&M Escalation factor @ 4% for each year. (1.04*1.04)
	1.0816

	Particulars
	(Rs. in Cr.)

	1. O&M Exp (Orissa share of Actual O&M Exp for 06-07 Rs.5.36 Cr.x1.0816
	5.80

	2. Purchase Cost (105 MUx0.08) for balance 20% share
	0.84

	Total Annual Expenditure (1 + 2)
	6.64

	Tariff (Paise/Kwh)  (B)
	25.06

	Cost of Machhkund Power (AxB) (Rs. Crore)
	6.64


5.3 Talcher Thermal Power Station (TTPS):

5.3.1 Capacity Charge: 

Hon’ble CERC has fixed Annual Fixed Charges for TTPS for FY 2008-09 at Rs. 183.92 Crore. Accordingly, GRIDCO proposes Capacity Charge of Rs. 183.92 Crore for TTPS for the year 2008-09. 

Thus, the Fixed Cost Per Unit comes to 58.16 P/U for the proposed drawal of 3162.17 MU for FY 2008-09.

5.3.2 
Variable and FPA charges

As per CERC Order dated March 23, 2007 in Petition No. 91 of 2004 approving TTPS tariff for the period from the year 2004 to 2009, the Variable Charge for TTPS for the year FY 2008-09 is 50.82 P/U. 

In addition, GRIDCO proposes FPA of 22.99 P/U for FY 2008-09 considering 10% escalation over the actual FPA for Sept;07 i.e. 20.90 P/U.

5.3.3 
Year End Charges

The total Year-end Charges for FY 2008-09 is projected as Rs. 54.04 Crore based on the actual payable by GRIDCO for the first six months of FY 2007-08, the details of which are furnished in table below:         

	ITEM
	OERC approval for FY 07-08 (Rs Cr)
	Actual for the First Six months of FY 2007-08
	GRIDCO Projection for FY 2008-09

	
	
	(Rs. Cr.)
	(Rs Cr)

	Income tax
	21.34
	19.03
	38.06

	Electricity duty@20P/U
	7.77
	3.42
	7.42

	Water Charge
	0
	0.82
	1.64

	Incentive:
	11.37
	4.76
	6.92

	Reimbursement of int.& AG exp. 2nd Inst.
	13.57
	 
	0

	Total
	54.05
	41.64
	54.04

	Per Unit cost of TTPS (P/U)
	 
	 
	17.09


Considering the above estimate, the per Unit cost of power from TTPS for FY 2008-09 comes to 149.06 P/U, the details of which are furnished in the Table below:

	Power Procurement, Tariff & Cost from NTPC-TTPS

	Projected Power Procurement from TTPS (MU) (A)
	3162.17

	Capacity Charge (P/U)
	58.16

	Variable Charge (P/U)
	50.82

	FPA (P/U)
	22.99

	YEA (P/U)
	17.09

	Total Rate (P/U) (B)
	149.06

	Projected Power Procurement from TTPS (AxB) (Rs. Cr.)
	471.36


Thus, The total projected power procurement cost from NTPC-TTPS during FY 2008-09 for procurement of 3162.17MU estimated at Rs. 471.36 Crore.

5.4 Orissa Power Generation Corporation Limited (OPGC).

Clause 12.4 of PPA between GRIDCO & OPGC provides that tariff shall be determined based on the operational and financial norms as amended from time to time. As per Sec 62 of the Electricity Act, 2003, Hon’ble OERC shall determine the generation tariff of OPGC. However, OPGC is taking a stand that they are not under the purview of Hon’ble OERC. The matter is pending for disposal with the Hon’ble Supreme Court of India. OPGC insists for determination of tariff based on the norms prevailing at the time of execution of PPA. GRIDCO has not accepted the same as it is contrary to the provisions of PPA and therefore, has referred the matter to the Govt. of Orissa (GoO) for a decision. Pending communication of decision from the GoO, GRIDCO accepts the monthly bills raised by OPGC as per the old norms under protest. In view of the same, tariff at the pre-revised norm is projected in this ARR is without prejudice to the right of GRIDCO that GRIDCO is liable to pay the energy bills based on the tariff determined as per the revised norms notified by CERC from time to time.

5.4.1   Fixed Cost:
GRIDCO proposes the fixed cost of OPGC for FY 2008-09 provisionally as Rs. 223.04 Crore as per the pre-revised norm based on the approval by Hon’ble OERC in the ARR & BSP Order dated 22.03.2007 for FY 2007-08. 

5.4.2   Variable Cost:

GRIDCO proposes the variable cost of OPGC for FY 2008-09 provisionally as 58.52 P/U based on approval by Hon’ble OERC for FY 2007-08. 

5.4.3   Fuel Price Adjustment:

GRIDCO proposes the Fuel Price Adjustment cost of OPGC for FY 2008-09 provisionally as 6.12 P/U by escalating 10% over 5.56 P/U as was approved by Hon’ble OERC for FY 2007-08.

5.4.4 Year-end Charges:
The total Year-end Charges for FY 2008-09 is projected as Rs. 40.72 Cr.  which is in line with the approval of Hon’ble OERC for FY 2007-08 except DPS payable item, the details of which are furnished in Table below:               

	ITEM
	OERC approval for 
	Actual for the period Apr'07 to Sep'07 (Rs. In Cr.)
	GRIDCO Projection for FY 08-09

	
	FY 07-08 (Rs Cr)
	
	(Rs Cr)

	Water Cess & Water Ch. 
	0
	0.31
	0

	Electricity duty@20 P/U
	6.29
	2.45
	6.29

	Income Tax:
	10.49
	3.68
	10.49

	Incentive:
	23.94
	0
	23.94

	DPS Payable 
	9.84
	0
	0

	Total
	50.56
	6.44
	40.72

	YEA Per Unit of OPGC Power (P/U)
	 
	 
	13.82


Considering the above proposal, the per Unit cost of OPGC comes to 154.15 P/U, the details of which are furnished in the Table below: 

	Projected Power Procurement, Rate & Cost of OPGC during FY 08-09
	 

	Projected Power Procurement(MU)
	2,946.76

	Capacity Charge (P/U)
	75.69

	Variable Charges (P/U)
	58.52

	FPA(P/U)
	6.12

	YEA(P/U)
	13.82

	Total Paise per unit
	154.15

	Projected power procurement cost (AXB) (Rs in Cr.)
	454.24


Thus, the power purchase cost for 2946.76MU @ 154.15 P/U comes to Rs. 454.24 Crore.

5.5 Captive Generating Plants (CGPs):

GRIDCO is proposing power from different CGPs at different rates that is shown in table below.

	Name of CPP
	Quantity (In MU)
	Rate of purchase (P/U)
	Total Cost (Rs in Cr.)
	Remark

	NALCO 
	320
	111.16
	35.57
	Schedule power

	ICCL
	4
	93.76
	0.38
	Schedule power

	INDAL
	15
	77.00
	1.16
	Inadvertent power

	RSP 
	13
	80.20
	1.04
	Inadvertent power

	BHUSAN (S&P)
	0
	 
	0.00
	 

	Bhusan (S&S)
	0
	202.00
	0.00
	Schedule Power

	Shyam DRI
	11
	202.00
	2.22
	Schedule Power

	Sterilite Industries (Vedant)
	30
	202.00
	6.06
	Schedule Power

	Jindal
	150
	230.00
	34.50
	Schedule Power

	TOTAL
	543
	149.03
	80.93
	 


Earlier OSEB/GRIDCO used to procure surplus power from CGPs at variable cost or at negotiated price very close to variable cost. Following the promulgations of inter state open access regulation, CGPs are increasingly interested to sell the surplus power outside the states at market discovered price which is very much lucrative because of deficit power scenario in the country. In order to avail the surplus power of CGPs, GRIDCO has offered an attractive slab rates to all the CGPs except NALCO & ICCL for supply upto 8 MU in a  month the rate per kwh is Rs. 2.02 and supply above 8 MU to below 32MU in a month the rate is Rs. 2.30/kwh and supply above 32 MU will attract Rs. 2.50/Unit. The policy for procurement of surplus power from CGPs and determination of tariff thereon is yet to be decided by the GoO & Hon’ble OERC . GRIDCO, therefore, procures power from CGPs at the aforesaid negotiated price.

5.6
Renewable Energy :

GRIDCO is projecting power from different reasonable source at different rate is shown in the table below :

	Name of Renewable source
	Quantity (In MU)
	Rate of purchase (P/U)
	Total Cost (Rs in Cr.)
	Remark

	NINL
	100
	230.00
	23.00
	Schedule power

	ARATI STEEL
	80
	202.00
	16.16
	Schedule power

	Tata 
	120
	230.00
	27.60
	Inadvertent power

	Samal Small Hydro
	30
	202.00
	6.06
	Inadvertent power

	Minakshi Small Hydro
	45
	202.00
	9.09
	 

	 
	 
	 
	0.00
	Schedule Power

	TOTAL
	375
	218.43
	81.91
	 


5.7 Central Generating Stations (CGSs):

5.7.1
Chukha:

Procurement from Chukha is proposed at 234.90 MU. The Procurement cost from Chukha is taken as per the revised rate of tariff of Chukha power which is 150 P/U for the full year and effective from 01.01.05. Further, 5 P/U is added to the above rates as handling charges. Considering 3.62% Central Sector Transmission loss and the PGCIL Transmission Charges of 22.34 P/U, the effective procurement rate to GRIDCO works out to 183.17P/U.
5.7.2
Tala HEP (Bhutan):

The tariff for both Primary and Secondary Energy of Tala HEP is fixed at 180 P/U. Power Trading Corporation Ltd (PTC) is the designated nodal agency for evacuation of power from TALA HEP. PTC will charge 4 P/U as trading margin as per CERC guideline, which is added to the above rates. Considering 3.62% Central Sector Transmission Loss and the PGCIL Transmission Charges of 22.34 P/U, the effective procurement rate to GRIDCO comes to 213.25 P/U.

5.7.3 Central Sector Stations (TSTPS, FSTPS & KhSTPS):

5.7.3.1Fixed Costs

CERC vide order dated 09.05.2006 has fixed the Fixed cost of TSTPS Stage-I and FSTPS as Rs.397.30 Crore and Rs 520.59 Crore for FY 2008-09 respectively. CERC has also determined the Fixed cost of KhSTPS at Rs. 316.00 Crore for FY 2008-09 vide Order dated 23.11.2006. Hon’ble CERC in its Order dated September 1, 2005 in Petition No. 179 of 2004 (ED-     )  has fixed Annual Fixed Charges on provisional basis at Rs. 990.73 Crore for TSTPS Stage-II. 
         
The details of the Fixed Cost of NTPC Stations, the Fixed Cost share to be borne by GRIDCO and the Fixed cost per unit for FY 2008-09 including Central Transmission Loss (CTL) of 3.62% are shown in the table below. 

	Central Thermal Stations
	Fixed Cost as approved by CERC 
	GRIDCO share (%)
	GRIDCO F.C. share for FY 08-09     
	GRIDCO's Proposed drawal for  FY 08-09 after C.S. Loss of 3.62% 
	Fixed Cost 

	
	(Rs. Cr.)
	
	(Rs. Cr.)
	(MU)
	(P/U)

	TSTPS Stage -I
	397.30
	31.80
	126.34
	1986.78
	63.59

	TSTPS Stage -II
	990.73
	10.00
	99.07
	1249.55
	79.29

	FSTPS
	520.59
	13.63
	70.96
	1361.12
	52.13

	KhSTPS-I
	316.00
	10.94
	34.57
	564.83
	61.20

	KhSTPS-II
	 
	5.80
	0.00
	534.74
	61.20

	TOTAL
	2224.62
	 
	330.94
	5697.02
	 


Thus, due to implementation of ABT, GRIDCO is to pay about Rs. 330.94Crore as Capacity Charge (Fixed Charge) towards NTPC share irrespective of the drawl from these Stations during 2008-09. 

5.7.3.2 Variable Costs.

The Variable Charges for FY 2008-09 is considered on the basis of Variable Charge as approved by Hon’ble CERC in the relevant Order as stated above applicable to various Stations.   The same are detailed below in the following table.

	Central Thermal Stations
	Variable Cost as per CERC Order excluding Central Sector Loss
	Proposed Variable cost per unit including Central Transmission Loss of 3.62% 

	
	(P/U)
for FY 2008-09 
 
(P/U)

	TSTPS Stage-I
	41.1
	42.64

	TSTPS Stage-II
	50.82
	52.73

	FSTPS
	98.57
	102.27

	KhSTPS
	108.5
	112.58


5.7.3.3 Fuel Price Adjustment (FPA): 

Fuel Price Adjustment (FPA) for CG Stations for 1st six months of FY 2007-08 is given below.

	FPA for first six months of FY 2007-08             (In P/U)
	
	

	 
	Apr-07
	May-07
	Jun-07
	Jul-07
	Aug-07
	Sep-07

	TSTPS Stage-I
	27.41
	16.37
	21.98
	28.79
	22.61
	32.91

	TSTPS Stage-II
	17.69
	6.65
	12.26
	19.07
	12.89
	23.19

	FSTPS
	25.35
	26.19
	11.86
	16.69
	34.28
	24.98

	KhSTPS
	15.36
	17.99
	9.48
	23.54
	28.26
	28.96


GRIDCO proposes 10% escalation in FPA over the actual FPA of Sept’07 considering the increasing trend during the first six month of FY 2007-08. Further, by factoring Central Transmission Loss of 3.62%, the FPA for FY 2008-09 is calculated as per the following as shown in the Table below:

	            Fuel Price Adjustment proposed for FY 2008-09           (In P/U)

	Central Thermal Stations
	OERC approval for 07-08 (factoring central Loss) (P/U)
	Actual for Sept’07
	Considering 10% escalations over Sept’07   
	GRIDCO projection for 08-09 considering 10% escalations and 3.62% C. Tr. Loss over Sept-07.  (P/U)

	
	
	
	(P/U)
	

	TSTPS Stage-I
	30.85
	32.91
	36.20
	37.56

	TSTPS Stage-II
	22.39
	23.19
	25.51
	26.47

	FSTPS
	24.5
	24.98
	27.48
	28.51

	KhSTPS
	23.65
	28.96
	31.86
	33.05


5.7.3.4. Year-end Adjustment Charges:

The total Year-end Adjustment Charges (YEA) for FY 2008-09 for CGS Stations are projected in line with the approval of Hon’ble OERC for FY 2007-08. The details of such YEA Charges are furnished in Table below: 

	Central Thermal Stations
	OERC approval for FY 2007-08
	Projection for FY 2008-09 

	
	(P/U)
	(Based on the OERC approval for FY 2007-08)

	
	 
	(P/U)

	TSTPS Stage-I
	1.72
	2.21

	TSTPS Stage-II
	1.72
	0.94

	FSTPS
	5.47
	4.47

	KhSTPS
	0.08
	0.02


Based on the above presumptions, the Projected Power Procurement Cost from different CGS Stations are furnished in the following Table: 

	Projected Procurement cost of Central Generating Stations

	Generators
	Energy
	F.C  (P/U)
	V.C
	F.P.A.
	Yr.E.A.
	Tr. Charge
	Total Rate (P/U)
	Total Cost

	
	
	
	(P/U)
	(P/U)
	(P/U)
	(P/U)
	
	(Rs.Crore)

	TSTPS Stage -I
	1,986.78
	63.59
	42.64
	37.56
	2.21
	22.34
	168.35
	334.48

	TSTPS Stage -II
	1,249.55
	79.29
	52.73
	26.47
	0.94
	22.34
	181.77
	227.13

	FSTPS
	1,361.12
	52.13
	102.27
	28.51
	4.47
	22.34
	209.73
	285.47

	KhSTPS-I
	564.83
	61.20
	112.58
	33.05
	0.02
	22.34
	229.20
	129.46

	KhSTPS-II
	534.74
	61.20
	112.58
	33.05
	0.02
	22.34
	229.20
	122.56

	Total
	5,697.02
	 
	 
	 
	 
	 
	 
	1099.09


6.0    
PGCIL Transmission Charges:

As per the final Annual Transmission Charge or on the provisional basis approved by CERC for different lines of Power Grid Corporation of India Ltd. (PGCIL) for FY 2008-09 the Annual Tariff for Regional Transmission System is projected at as Rs.408.594 Crore and Rs.154.912 Crore for Inter Regional Transmission system.  

Thus, GRIDCO is required to pay Rs 75.02 Crore (Rs. 408.594 Cr. X 18.36%) towards Regional Transmission charges and Rs. 40.48 Crore ( Rs. 154.912 X 26.134 %)  towards Inter Regional Transmission Charge  for the usage of transmission facility in the Eastern Region. 

6.1
Year End Charges

Year-end adjustment for FY 2008-09 is calculated as Rs.6.34Cr. basing on the Incentive bill & Income tax for FY 2006-07 claimed by PGCIL. The details are furnished in the Table below: 


	Year-end adjustments of PGCIL transmission charges

	Items
	Claimed by PGCIL 
	Considered 

by GRIDCO 

	
	(Rs. Crore)
	(Rs. Crore)

	A. Incentive 
	 
	 

	FY 2005-06
	1.871
	 

	FY 2006-07
	2.28
	 

	Proposed for FY 2008-09
	 
	2.28

	B. Income Tax
	 
	 

	FY 2005-06
	0.84
	 

	FY 2006-07
	3.05
	 

	Proposed for FY 2008-09
	 
	3.05

	C. AMC for special type Meters 
	 
	 

	Approved for FY 2007-08
	0.01
	 

	Proposed for FY 2008-09
	 
	0.01

	D. FERV & Interest paid for Foreign Currency Loan
	3.52
	 

	Proposed for FY 2008-09
	0
	1.00

	Total Year End Charges proposed for FY 2008-09 
	11.57
	6.34


Considering collection of Rs5.41 Cr. from Short term customers during April-07 to October 07,GRIDCO expects collection of Rs 11.00 Crore during FY 08-09.

 Considering this GRIDCO projects Rs. 124.97 Crore payment to PGCIL towards transmission charges for FY 2008-09. The per unit transmission cost estimated as 22.34 P/U. The details are shown in the Table below.

	PGCIL Transmission Charges for 2008-09 

	 
	Commission's Approval for 
FY 2007-08
	GRIDCO's Projection for 
FY 2008-09

	Regional Transmission System (Rs. Crore)
	330.31
	408.594

	Inter Regional Transmission System chargeable to Eastern Region (Rs. Crore)
	129.96
	154.912

	Total Fixed Cost
	460.27
	563.51

	GRIDCO's share from Regional Transmission System (Rs. Crore) (18.36%)
	55.82
	75.02

	GRIDCO's share from Inter Regional Transmission System (Rs. Crore) (26.13%)
	28.07
	40.48

	Sub-Total
	83.89
	115.50

	GRIDCO's share for Year End Charges
	1.67
	6.34

	ULD and Communication Charges
	12.889
	14.13

	Total Annual Transmission Charge payable by GRIDCO for Central Transmission System (Rs. Crore)
	98.45
	135.97

	Less: Transmission Charges received from Short Term Open Access Customers
	8.983
	11

	Net amount payable by GRIDCO towards Transmission Charges (Rs. Crore) 
	89.47
	124.97

	Energy drawal by GRIDCO (MU) Excl KhSTPS-II
	4426.08
	5592.62

	PGCIL Transmission Charge (P/U)
	20.90
	22.34


5.2.   Summary of power procurement Costs:

The procurement quantity, total cost and effective rate for FY 2008-09 are summarized in the table given below.

	         Summary of proposed power procurement Costs during FY 2008-09

	Generators
	Energy
	Rate
	Total cost

	
	(MU)
	(P/U)
	(Rs.Cr.)

	Hirakud 
	1,037.75
	61.36
	63.68

	Rengali
	693.00
	35.17
	24.37

	Upper Kolab
	829.62
	21.24
	17.62

	Balimela
	1,168.20
	53.66
	62.68

	Total
	3,728.57
	45.15
	168.35

	Indravati
	1,962.18
	66.49
	130.46

	Machhakund
	265.00
	25.06
	6.64

	Total
	5,955.75
	51.29
	305.45

	OPGC
	2,946.76
	154.15
	454.24

	TTPS
	3,162.17
	149.06
	471.36

	CPPs
	543.00
	149.03
	80.93

	Renewable Energy Source
	375.00
	218.43
	81.91

	State Total
	12,982.69
	 
	1393.89

	Chukha
	234.90
	183.17
	43.03

	TSTPS Stage-I
	1986.78
	168.35
	334.48

	TSTPS Stage-II
	1249.55
	181.77
	227.13

	Farakka
	1361.12
	209.73
	285.47

	Kahalgaon-I
	564.83
	229.20
	129.46

	Kahalgaon-II
	534.74
	229.20
	122.56

	TALA
	195.44
	213.25
	41.68

	Total EREB
	6127.36
	 
	1183.79

	From other sources
	 
	 
	 

	TOTAL
	19,110.05
	 
	2,577.68



The procurement Cost/Unit





Rs. 1.35/Kwh

6.   
PASS THROUGH OF OTHER EXPENSES:

6.1
REPAYMENT OF PRINCIPAL.

GRIDCO has projected total loan repayment liability of RS. 481.87 Cr. during the FY 2008-09 as per the schedule shown in the TRF-3. With the transfer of transmission and load dispatch function to OPTCL by the State Govt. all the fixed assets have been transferred to OPTCL leaving no fixed assets for GRIDCO. As such, there will be no depreciation available in the hand of GRIDCO for repayment of principal due.

During the period FY 2006-07 & 2007-08, Hon’ble Commission, on one hand allowed the repayment of principal as a pass through in ARR under special appropriation head and on other hand left almost equal amount as regulatory gap to be met from Trading & UI revenue. It is relevant to mention here that, there is absolutely no surplus power available in the hand of GRIDCO after meeting the requirement of the State during FY 2008-09. Hence, the question of revenue from Trading of surplus power and UI does not arise. Therefore, Hon’ble Commission may consider some other alternative for repayment of loan.

Further, Commission in its tariff order for FY-2007-08 mentioned that, the recovery of receivables of Distcos may be utilized by GRIDCO to bridge the gap in the revenue requirement which was synonymous with repayment of principal liability. Commission further stressed that the back to back arrangement between DISCOMs & GRIDCO should be scrupulously followed. Accordingly, Commission has also allowed amortization of regulatory assets to DISCOMs in order to meet such repayments. As against the arrear receivables to be received from DISCOMs amounting to Rs. 153.00 Cr., GRIDCO has so far received  Rs. 23.03 Cr. from their Escrow Account (Rs. 4.40 Cr. from WESCO and Rs. 18.63 Cr. from NESCO). Besides, Commission is not allowing Return on Equity to GRIDCO for the last several years. Thus, GRIDCO is left with no means to service the principal.

The Commission may kindly appreciate that the impact of non-repayment of loan has wide ramification. In an event, GRIDCO fails to repay the loan installments to the Financial Institutions/Bankers, they will recover their dues from GRIDCO through the Escrow Arrangement. Thus, GRIDCO may not be able to pay the power purchase liability resulting in regulation of power. The Financial Institutions/Bankers may also invoke Govt. guarantee. The assets of OPTCL mortgaged against the borrowing of loan by GRIDCO may also be seized. Further, non-payment of principal on NTPC bonds (Rs. 1102.00 Cr.) issued by the GoO under OTS Scheme will trigger recovery from Central Plan Assistance to the State by RBI which will ultimately affect the State Government Social Welfare Projects / Programmes. 

In view of the facts described. GRIDCO respectfully submits before the Commission that the above repayment of principal due of Rs. 481.87 Cr. may be allowed as a Special Appropriation or allowance of Amortization of the Regulatory Assets to the extent of repayment of principal in the ARR, so as to enable GRIDCO to meet its contractual liability of repayment of principal amounting to Rs. 481.87 Cr. during the FY-2008-09.

6.2
Pass Through of Rs.50.93 Crore claimed in the Review Petition by GRIDCO against ARR & BSP Order dtd. 22.03.2007 for FY 2007-08

GRIDCO submitted a Review Petition on 19.06.2007 for an additional amount of Rs.111.55 Crore before Hon’ble OERC in line with the provisions contained under Regulation 70(1) of the OERC (Conduct of Business) Regulations.2004 and also under the provisions of Order XLVII (47) Rule-1(c) of the Code of Civil Procedure; 1908. The summary of costs / expenses claimed in the Review Petition excluding Claim for Return on Equity were as under:

	 Sl. No. 
	Particulars
	(Amount in 
Rs. Crore)

	1
	Difference in the Interest Liability proposed by GRIDCO and allowed by Hon'ble OERC.  
	35.28

	2
	Additional Interest Liability now claimed towards loan of Rs.170 Crore for one-time settlement of NTPC (DISCOM) Bonds
	15.65

	3
	Total (1+2)
	50.93


Hon’ble commission, while disposing off the Review Petition of GRIDCO in Case No.27 of 2007 and Case No. 32 of 2007 pertaining to that of OPTCL passed a joint Order dated 25.07.2007, which, interalia, states that, 

Quote

………These claims can be accepted if found justified on consideration of prudence after going through the process of public hearing. …………

…………. As it appears the acceptance of these items will have an enhancement of bulk supply price/transmission tariff in the midst of the year. Hence, the petitioners are at liberty to raise the issues during the next ARR/Tariff filing. Besides, the Business Plan order provides that there has to be a truing up exercise after the end of control period which expired by the end of FY 07-08. ………

Unquote 

In view of the above, GRIDCO respectfully submits before the Hon’ble Commission to consider the amount of Rs.50.93 Crore as claimed in the Review Petition dated 19.06.2007 as a Pass Through in the ARR and BSP Application for FY 2008-09.

7.0
Summary of other expenses:
The total volume of expenditure under various components excluding cost of power procurement is grouped under the following heads:

i. Interest on Long term loan.

ii. (a) Employee Cost.

(b) Administrative &General  Expenses.

(c) ERLDC Charges.

(d) Repair & Maintenance Expenses.

7.1 Interest on Long  Term Loans:

The Interest on long term liabilities on account of the loans mainly related to Power Purchase has been taken as Rs.169.79 Crore in this application. A statement to this effect is annexed as TRF-3 for kind perusal and approval by the Hon’ble Commission.  

7.2 Employees Cost:

Based on the actual expenses of Rs.1.76 Crore during FY 2006-07 and an estimated sum of Rs. 3.11 crore in the Budget Estimate for FY 2007-08, GRIDCO has projected an amount of Rs. 3.87 Crore towards employees cost during FY 2008-09 by factoring reasonable increases under different sub-components (as provided under OERC TRF-13 Format), for approval by the Hon’ble Commission. Details of such costs are annexed in TRF-13.  

Impact on wage revision due from January,2005 for Non-Executives and pay revision due from April,2006 for Executives along with Arrear has not been consider in the ARR. As and when the revision procure the same will be paid and the claim for the same will be submitted in the ARR of subsequent year.

7.3 
Administrative and General Expenses (A & G Expenses)

GRIDCO has projected an amount of Rs. 2.41 Crore towards A & G Expenses during        FY 2008-09 by factoring reasonable increase of 5.5% (excluding legal expenses) as approved by the Hon’ble Commission in their ARR & BSP Order for FY 2007-08 for approval by the Hon’ble Commission. Details of such expenses are annexed in TRF-15.      

7.4
ERLDC/NLDC Fees:

Fees and scheduling charges are leviable by the respective Load Despatch Centres like ERLDC (Eastern Regional Load Despatch Centre) and NLDC ( National Load Despatch Centre) and SLDC scheduling charges to the grid beneficiaries like M/s. Grid Corporation of Orissa Limited ( GRIDCO). The proposed expenditure under this head is Rs. 1.32 Crore.

7.5 Repair & Maintenance Expenses :

GRIDCO is projecting Rs. 0.35 Cr. towards the repair maintenance of vehicle, furniture and office equipments for FY 2008-09. The details of such expenses are annexed in     TRF-14.

8 Summary of other Costs / Expenditures of GRIDCO:

Based on the above projections, GRIDCO proposes to incur about Rs. 177.74 Crore towards expenses on account of Interest payment, Employees Cost, A&G Expenses and  ERLDC Fees etc. Besides, an amount of Rs.Rs.481.87 Crore has also been proposed under pass through cost towards repayment of principal / loan repayment in line with the approval by the Hon’ble OERC.

	   Summary of other Costs / Expenditures of GRIDCO             

	 
	GRIDCO proposal for 2008-09

	1. Interest Cost
	169.79

	2. Other Costs:
	 

	a. Employee Cost
	3.87

	b. A&G Cost
	2.41

	c. ERLDC, NLDC fees and SLDC scheduling Charges
	1.32

	d. Repair maintenance exp.
	0.35

	 Sub-Total - Other Costs:
	7.95

	Total (1+2)
	177.74


8.0
RETURN ON EQUITY

GRIDCO proposes allowance of a sum of Rs. 60.62 Cr. towards Return on Equity @ 14% on its Equity Capital of Rs. 432.98 Crore. GRIDCO respectfully submits before the Hon’ble Commission that disallowance of ROE will affect the long term financial strength of the company.

9 Other Income / Miscellaneous Receipts: 

GRIDCO expects to earn an amount of Rs. 3.30 crore from proposed sale of 10 MU emergency power to Long Term Customers like NALCO and ICCL as per the MOU signed with these entities.
10. 
Annual Revenue Requirement of GRIDCO for FY 2008-09:
The Annual Revenue Requirement of GRIDCO for the FY 08-09 is estimated as Rs 3345.54 Crore based on the following Costs as given in the Table below.

	Annual Revenue Requirement of GRIDCO for FY 2008-09   

	ITEM
	GRIDCO projection for FY 2008-09

	
	(Rs. Crore)

	Power Purchase cost
	2,577.68

	Proposal for pass through of past losses towards repayment of principal 
	481.87

	Proposal for pass through of uncovered expenses of 2007-08 as per Order of OERC in Review Petition Application
	50.93

	The  Interest & Financing Charges ,
	169.79

	Employees cost, A&G Expenses, R&M exp. and ERLDC &NLDC charges
	7.95

	Return on Equity
	60.62

	Gross Revenue Requirement
	3,348.84

	Less Miscellaneous Receipts
	3.30

	Net Revenue Requirement
	3,345.54


11.
Revenue to be earned by GRIDCO from Sale of proposed energy of 18144 MU to DISCOMs for FY 2008- 09 at the existing rate is shown below:

	REVENUE FROM ENERGY CHARGES :                                               

	Agency
	FY 2008-09

	
	Energy in MU
	Rate P/U
	Amount (Rs. Crore) Annual

	CESCO
	5760.00
	121.7
	700.992

	NESCO
	4730.00
	125.8
	595.034

	WESCO
	5627.00
	175.67
	988.49509

	SOUTHCO
	2027.00
	76.3
	154.6601

	TOTAL
	18144.00
	135.66
	2439.18


12.
 Revenue Requirement (Excess/Deficit) with the existing tariff.

The Total Revenue Requirement of GRIDCO is estimated at Rs 3348.84 Cr. with the revenue receipt from sale of energy to DISTCOs at existing rates and from miscellaneous receipts, there will be a gap of Rs 906.35 Crore during FY07-08, the details of which is shown in table below.             

	ITEM
	GRIDCO projection for FY 2008-09

	
	(Rs. Crore)

	Total Revenue Requirement
	3,348.84

	(-) Misc. Receipt from sale of Power to CGPs
	3.30

	Net Revenue Requirement to be recovered from DISCOMs
	3,345.54

	Revenue Receipt from DISCOMs at the existing BSP
	2,439.18

	Gap i.e.  Surplus / Deficit (-)
	-906.35


Proposal for revision Bulk Supply Price

GRIDCO, with its present Bulk Supply Price Structure, cannot meet its current costs as it results in deficit of Rs. 906.35 Crore as detailed in the preceding paragraphs. In order to meet this deficit, GRIDCO honourably submits the present ARR & BSP Application before Hon’ble Commission praying for revision of Bulk Supply Price from 1st April,2008.

Bulk Supply Price design to meet the proposed Annual Revenue Requirement for FY 2008-09:

GRIDCO proposes to formulate the BSP to recover the full costs of supply in the following way:-

With the ARR of Rs. 3345.54 Crore the energy charge would work out to 184.39 P/U representing an increase of 36% from the average existing energy charge of 135.66 P/U only. 
 4.
Surcharges for Late Payment

The Surcharge for delayed payment of bulk power supplies bills i.e., payment after the periods of 30 days from the date of submission of bills, may be retained at 1.25% per month.

5. 
Rebate

GRIDCO reaffirms provisions of rebate for early and full payment of the bulk power supply bills, with the following structure:

2% rebate on monthly bill if full payment is made within 2 (two) working days of  submission of bill.

1% rebate on monthly bill if full payment is made within 30 days from submission.

6.  
Carry forward of Revenue gap

GRIDCO prays that the proposed Bulk Supply Tariff be made applicable from 1st April 2008. However, in case of a gap between the approved revenue requirements for          FY 08-09 and the revenue realised, the Commission may kindly approve to carry forward the gap for adjustment during the future years. 

Besides, Hon’ble Commission has directed GRIDCO to comply to the various directions given in various Tariff Orders during the 1st control Period. The same along with the compliance by GRIDCO are indicated as under:  

DIRECTIONS OF THE HON’BLE ORISSA ELCTRICITY REGULATORY COMMISSION IN VARIOUS TARIFF ORDERS & THE RELEVANT COMPLIANCE BY GRIDCO 

Hon'ble Orissa Electricity Regulatory Commission (OERC) in letter No.  JD (EA)-316/07/1975 dated 06.11.2007 have informed GRIDCO to give point-wise compliance to all the directions given by the Hon’ble OERC during the last Control Period in the Application for ARR & Bulk Supply Price for FY 2008-09 of GRIDCO.

In response to the above, GRIDCO submits that the concept of Control Period was enunciated by Hon’ble OERC at Para 5.54 in the ARR & BST Order for FY 2003-04 wherein it was stated,

“In line with the Commission’s order on its LTTS, the Commission expects the utilities to file their Aggregate Revenue Requirements for the period from 1 April 2004 to 31 March 2007 (i.e. for the financial years FY 2004-‘05, FY 2005-‘06 and FY 2006-’07) by December 2003 in order to enable the Commission finalize and operationalize its Long Term Tariff Framework for Orissa. Though the first Control period is from 1 April 2003 to 31 March 2007 covering four financial years (FY 2003-’04, FY 2004-‘05, FY 2005-‘06 and FY 2006-’07), the Commission decides that the first year i.e. FY 2003-04) will be treated as the Transition Period, during which the LTTS will be introduced.”

From the above, it is apparent that the 1st Control Period spans from FY 2004-05 to FY 2006-07, FY 2003-04, being the year of transition and GRIDCO is therefore, required to furnish compliance to the directions given by the Hon’ble Commission in the ARR & Tariff Orders of the said years under the Control Period:

1.   
Compliance of GRIDCO to the directions given by Hon’ble OERC in ARR & Bulk Supply Tariff Order for FY 2004-05 dated 26.02.2005 in Case No. 146 of 2004:

	DIRECTIONS of Hon’ble OERC in ARR & BST Order for FY 2004-05
	COMPLIANCE by GRIDCO
	Remarks

	Para No. 6.21.1.1.8
	“The Commission views that provisioning for terminal liabilities like pension and gratuity based on periodic actuarial valuation should be done in line with prevailing Accounting Standard issued by the ICAI. The same should be done by an independent actuary appointed by the Commission from time to time.”
	Complied. 

In fact, Hon’ble Commission appointed Shri Bhudev Chatterjee, Actuary, Kolkata to carry out the valuation of Terminal Benefits of  OPTCL. Provision has been made as per the actuary valuation and in accordance with Accounting Standard of ICAI.
	

	Para No. 6.22.3.3
	“The Commission directs for appropriate amendment in the Subsidiary Loan Agreement. GRIDCO shall continue to service the interest liability to PFC, REC and other institutions for the asset loan taken for TRANSCO and DISTCOs. Earlier GRIDCO used to service these loans. It was being reimbursed for the asset created loan of Distribution Companies through back to back arrangement.”
	GRIDCO has been paying the loan and the interest dues to PFC / REC as per the agreements with them. Hon’ble OERC in its Order dated 20.07.2006 in Case 115 of 2004 has directed for securitisation of outstanding BST dues, loan etc. However, Review Petitions have been filed by DISCOMs and GRIDCO on the above matter which is yet to be disposed off by Hon’ble OERC.
	

	Para No. 6.22.3.7
	The Commission in their previous orders directed the DISTCOs as well as GRIDCO to reconcile the loan amount. But they failed do reconcile the same till date. The Commission viewed it seriously and directs the licensee to reconcile the same by 31.03.2005 and submit the joint reconciliation statement. 
	The Reconciled Statement of the loan is yet to be signed by DISCOMs namely,  (WESCO, NESCO & SOUTHCO) & GRIDCO. The total loan amount together with interest as on 30.09.2007 is Rs. 527.26 Crore.
	

	Para No. 6.26.4
	“Revenue from UI: 

………. The Commission directs that any revenue earning by GRIDCO on account of UI charges during 2004-05 should be accounted for in the ARR of subsequent years.”
	In line with the direction of the Hon’ble Commission, the surpluses earned from UI Charges as well as from trading of power are being accounted for towards meeting the revenue gap left by Hon’ble OERC while approving ARR of GRIDCO.   
	


2. 
Compliance of GRIDCO to the directions given by Hon’ble OERC in ARR & Bulk Supply Tariff Order for FY 2005-06 dated 22.03.2005 in Case No. 147 of 2004:

	DIRECTIONS of Hon’ble OERC in ARR & BST Order for FY 2005-06
	COMPLIANCE by GRIDCO
	Remarks

	Para No. 6.13.6
	GRIDCO proposes cost for energy received from CPPs at 110.00 paise/unit. The Commission has provisionally accepted this rate for determining the cost of power purchase from the CPPs. Further, the Commission directed GRIDCO to file this agreement before it for necessary approval.
	Complied.
	

	Para No. 6.20.2.3
	The Commission sincerely hopes that GRIDCO shall take effective steps to take up urgent R & M works of transmission lines, substations by spending the money and bring down the interruptions to an acceptable level.
	To be complied by OPTCL.
	

	Para No. 6.21.3.3
	“The Commission directs for appropriate amendment in the Subsidiary Loan Agreement. GRIDCO shall continue to service the interest liability to PFC, REC and other institutions for the asset loan taken for TRANSCO and DISTCOS. Earlier, GRIDCO also used to service these loans. It was being reimbursed for the asset created loan of Distribution Companies through the back arrangement.”
	Same as at Compliance to Para No.6.22.3.3 for FY 2004-05
	

	Para No. 6.21.3.7
	“The Commission in its previous orders directed the DISTCOs as well as GRIDCO to reconcile the loan amount. But they had failed to reconcile the same till date. The Commission views it seriously and directed the licensees to reconcile the same in the Tariff Order for 2004-05 and submit the joint reconciliation statement early.”
	Reconciled.
	

	Para No. 6.24.5
	Revenue from UI  : UI charges are dependent on several unknown risk factors like the behavior of grid constituents, demand (peak and off peak) of the state, hydrology condition, line availability, etc. for which GRIDCO has not considered the revenue from UI charges. The Commission directs that any revenue earning by GRIDCO on account of UI charges during 2005-06 should be accounted for and adjusted for and adjusted against the past liabilities of GRIDCO.
	The UI charges received are adjusted against the past liabilities of GRIDCO. 
	

	Para No. 6.33.2
	“ ……….. GRIDCO should take follow up action for realization of the receivables to reduce its long term liabilities .The Commission is aware of the fact about export of  power outside the State and earning of additional revenue on account of unscheduled interchange consequent upon implementation of ABT. The commission, therefore, directs that the revenue earned out of such transaction should be utilized to wipe out the past losses without burdening the general consumers of the State.”
	The revenue earned out of sale of surplus power has been utilized to repay the past liabilities. This has lessened the burden on the general consumers of the State.
	

	Para No. 6.33.3
	“……. The Commission shall separately advise the Government to keep in abeyance the up-valuation of assets and other measures, as approved vide Govt. of Orissa letter dated 29.01.2003 to continue for a period of five years beyond 2005-06 for the sector to fully turn around. However, the surplus in revenue in GRIDCO should be utilized to wipe out the past losses appearing in the Books of Accounts as indicated earlier.”
	Compliance as above to Para No. 6.33.3.
	

	Para No. 6.34.4
	“……. The Commission directs that any user of transmission system of GRIDCO including NALCO shall have to pay transmission tariff as fixed by the Commission from time to time.”
	Implemented.
	

	Para No. 6.36
	“ The Commission directs the licensee to implement the Bulk Supply Tariff and Transmission Charges as determined by the Commission in this Order to become effective after expiry of seven days of the publication under section 57 of the OERC (Conduct of Business) Regulation, 2004.”
	Implemented.
	

	Compliance of GRIDCO to the directions given by Hon’ble OERC in ARR & Bulk

            Supply Tariff Order for FY 2006-07 dated 23.03.2006 in Case No. 42 of 2005:



	DIRECTIONS of Hon’ble OERC in ARR & BST Order for FY 2006-07:
	COMPLIANCE by GRIDCO
	Remarks

	Para No. 6.30.14.11
	“The Commission is aware of collection of additional revenue on account of unscheduled interchange (UI) consequent upon implementation of ABT. GRIDCO might earn some revenue due to this non-core activity. Such earnings should be utilized to reduce the liabilities of GRIDCO that include conversion of short term liability to long term liability on account of purchase of power and its securitisation.”
	Implemented.
	

	Para No. 6.30.14.12
	“ The Commission expects that GRIDCO manages its finances deftness and competence by meeting its obligation towards cost of power purchases, repayment of loan and other statutory liabilities. The Commission desires that GRIDCO meets all such obligations for which it has been allowed a repayment of principal amount of Rs.480.12 Crore during 2006-07 so that the Cash flow will be smooth. A part of this repayment will be replenished through the back-to-back arrangement with DISTCOs towards repayment of loan, interest and outstanding BST. In addition to this GRIDCO should also recover the outstanding amount lying with the outside state agencies.”
	GRIDCO is meeting its obligations towards cost of power purchase, repayment of loans and other dues excepting the servicing of bonds issued to the Pension Trust and Government Loan. The repayment of the loan and interest for FY 2006-07 is for an amount of Rs. 658 Crore. 

As against this, GRIDCO has received Rs. 111.84 Crore from WESCO & NESCO towards arrear BST. During the year, GRIDCO has recovered Rs.19.32 Crore from outside States.  
	

	Para No. 6.30.17.3
	“…………The Commission directs that any revenue earning by GRIDCO on account of UI Charges during 2006-07 should be accounted for and adjusted against the revenue gap in 2006-07 and also past liabilities of GRIDCO.
	Implemented.
	

	Para No. 6.30.20.3
	“The Commission also expects that the gap of Rs.504.52 Crore left uncovered should be bridged to the extent possible by realization of outstanding dues realizable from various DISTCOs and utilities outside the state. In this connection, any surplus available with WESCO after meeting the expenses of power purchase and other statutory dues in accordance with the Commission’s order/agreement, shall be payable by WESCO to GRIDCO to liquidate WESCO’s own payables to GRIDCO.”
	Compliance as above to Para No. 6.30.14.12
	

	Para No. 6.30.20.4
	“It is very much imperative that the back to back arrangement between DISTCO and GRIDCO should be scrupulously followed so that GRIDCO is in a position to make a principal repayment of Rs.480.12 crore. In view of this the following directions are issued:”
	Back to back arrangement with the DISCOMs is not in place. GRIDCO is recovering the excess collection after payment of BST dues and drawal of salary towards arrear BST. 
	

	Para No. 6.30.20.5
	As on 31.03.2005, the regulatory assets of NESCO and SOUTHCO were Rs.241crore and Rs.219.43 crore respectively. The Commission is now allowing Rs.41.36 crore to NESCO and Rs.31.91 crore to SOUTHCO out of the accumulated regulatory assets for recovery during the FY 2006-07 through tariff. The sums now allowed equal to 10% of the total receivables of GRIDCO from these companies as on 31.03.05. It is directed that GRIDCO may recover these amounts through the existing escrow arrangement in monthly instalment and adjust it towards the outstanding dues of these companies. 
	GRIDCO has recovered Rs.59.84 Crore from NESCO through Escrow Account during FY 2006-07. No amount has been received from SOUTHCO during the said period.
	

	Para No. 

6.30.20.6
	Similarly, Rs.36.83 crore may be realized from the escrow account of WESCO by GRIDCO for adjustment against the receivables from WESCO. As far as CESCO is concerned the extent of recovery to be made shall be decided during the finalisation of sale deed of the utility.
	GRIDCO has received Rs.52 Crore from the Escrow Account of WESCO during FY 2006-07.
	

	Para No. 

6.30.20.7
	The Commission would like to clarify that the recoveries now directed are over and above the amount which these companies are required to pay as per various subsisting agreements with them.
	Except the recovery as mentioned above, none of the DISCOMs are paying to GRIDCO any amount as per the Subsisting Agreement.
	

	Para No. 

6.30.20.8
	As indicated in the Business Plan, any collection out of arrears from the consumers shall have to be deposited with GRIDCO for liquidation of past outstanding dues as GRIDCO is carrying a burden of power purchase liability of about Rs.2063 crore to various generators and the interest component of this passed on to the consumers through tariff every year. Liquidation of GRIDCO’s dues will reduce the interest burden and in turn, will be helpful both for GRIDCO, DISTCOs as well as the consumers.
	To be complied by DISCOMs. 
	

	Para No. 

6.38
	The Commission directs GRIDCO to furnish separately a statement of accounts conforming to the Commission’s Order on Bulk Supply Price. This is in addition to the statutory Audit Report submitted by GRIDCO to the Commission from time to time.
	The Accounts of GRIDCO upto FY 2005-06 has been audited and Annual report published. The Accounts for FY 2006-07 has been provisionally approved by the Board for Tax Audit purpose. The accounts are expected to be authenticated and approved by the Board by December 2007.


	

	Para No. 

6.42
	Orissa has always encouraged installation of captive generations in the past for which their exists major CPPs like NALCO with capacity of 960 MW, RSP 270 MW, INDAL 170 MW, OSWAL, Paradeep, 110 MW and ICCL Choudwar with capacity of 180 MW. There are also a large number of medium sized plants installed throughout the state. In line with the concept as espoused in the National Tariff Policy, the Commission would prefer harnessing of captive generation. For this purpose, the Commission has ordered that firm power to CPPs should be priced following a cost plus approach as perceived in CERC guidelines. Inadvertent injection will be priced at variable cost plus a mark-up linked to frequency related ABT.
	GRIDCO has taken all the effective steps to harness surplus power of CGPs at a reasonably competitive price. Pricing on Cost plus approach will not be acceptable to procuring from CGPs because of the opportunities available to them to sell their surplus power outside the State under the Open access Route at a market determined price. The rate  which have been approved by the Board of GRIDCO for procurement of firm surplus power of CGPs as under:

· Up to 8 MU during a month : 202 P/U

· Above 8 MU but below 32 MU during a month    

                 : 230 P/U
· Above 32 MU during a month : 250 MU
Inadvertent power of CGPs is being procured at  variable cost. The policy for harnessing the CGP capacity is under active consideration of Govt. of Orissa and Hon’ble OERC. On finalization, GRIDCO will follow the same.
	

	Para No. 

6.44
	The Commission further directs the licensee to implement the bulk supply price as determined by the Commission in this order to become effective after expiry of seven days of the publication under section 57 of the OERC (Conduct of Business) Regulation, 2004.
	Complied.
	

	
	
	
	


Prayer

GRIDCO requests the Hon’ble Commission to consider pass through of the amount to the extent requested and accordingly approve the ARR and Bulk Supply Price for FY 2008-09 of GRIDCO as proposed in this Application and make the same effective from 1st April 2008. GRIDCO requests Hon’ble Commission to allow carry forward of the additional cost, if any for recovery in future tariffs and also to allow recovery of additional cost against statutory increase, significant rise in the fuel cost etc. if any, be passed on to GRIDCO on account of OERC / CERC Orders, as surcharge during the year.

 







BY THE APPLICANT
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                    GRID CORPORATION OF ORISSA LTD.

Bhubaneswar 

November 30, 2007
BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

BHUBANESWAR










Filing No…………










Case No…………
IN THE MATTER OF :
An application for approval of Annual Revenue Requirement and determination of Bulk Supply Price for the Financial Year 2008-09. under Section 62, 64, 86(1)(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 :       Grid Corporation of Orissa Ltd., Janpath, Bhubaneswar

                                                                                                  
 …  Applicant

Affidavit verifying the Application

I, Sri Alekha Chandra Mallick, aged about 54 years, S/o Sri Harekrushna Mallick, Director (Commercial), GRIDCO do hereby solemnly affirm and say as follows:

I am the Director (Commercial) of Grid Corporation of Orissa Ltd., the applicant in the above matter, and am duly authorised to make this affidavit on its behalf.

The statements made in Para 1 to12 of ARR, 1 to 6 of BSP application and compilation to the various directions given by Hon’ble OERC in its Orders here in now are based on information and I believe them to be true.

Bhubaneswar

November 30, 2007
         





DEPONENT

Annexure-A

Proposed Bulk Supply Price Schedule of GRIDCO for carrying out 

Bulk Supply Activity for 2008-09

1.
Bulk Supply Price:

This tariff is applicable for supply of power to Distribution and Retail Supply Licensees. The total charges shall be calculated by summation of following charges stated in Para (a) to (e) below as applicable:

a) 
GRIDCO proposes to recover the entire Annual Revenue Requirement through Energy Charges of 184.39 p/u only.

b) 

Charges for Over drawal in energy:

· Any excess drawal of energy by a Distribution and retail supply Licensee over and above the approved drawal would be payable at a cost of imported power on monthly basis. 
c) 

Rebate:

On payment of the monthly bill, the Retail and Distribution licensees shall be entitled to a rebate of:

· 2% rebate on monthly bill if full payment is made within 2 (two) working days of submission of bill.

· 1% rebate on monthly bill if full payment is made within 30 days from submission.

d) 

Delayed Payment Surcharge:

· The monthly charges as calculated above together with other charges and surcharge on account of delayed payments, if any, shall be payable within 30 days from the date of bill. If payment is not made within the said period of 30 days, delayed payment surcharge at the rate of 1.25% (One point two five percent) per month shall be levied pro-rata for the period of delay from the due date, i.e. from the 31st day of the bill, on the amount remaining unpaid (excluding arrears on account of delayed payment surcharge).

e) 

Duty and Taxes :
· The Electricity Duty levied by the Government of Orissa 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 tariff.
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