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BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION, ORISSA 

Petition No:-     of 2009

IN THE MATTER OF:

Petition under Section 86 of ‘The Electricity Act, 2003’ for Determination and Declaration of Tariff for Power Procurement by the Distribution licensee/GRIDCO in State of Orissa from Grid Interactive Solar Photovoltaic Power Projects
AND 
IN THE MATTER OF:

M/s Solitaire Energies Pvt. Ltd.

N23 B, Block-N, DDA Flat, Saket,

New Delhi – 110 017                                                      ……………. Petitioner





Versus
Grid Corporation of Orissa Limited & Others 


                                                          …………….. Respondents

THE HUMBLE PETITIONER ABOVE NAMED MOST RESPECTFULLY SHOWETH:-

1. That M/s Solitaire Energies Pvt. Ltd.(hereinafter referred to as the “Petitioner” is a Company, incorporated under ‘The Companies Act, 1956, having its registered office at N-23 B, Block – N, DDA Flat, Saket, New Delhi – 110 017. This Petition is being filed by Mr.Dinesh Narang, who is the authorised representative of the Petitioner and has been authorised by the resolution of the Board of Directors of the Petitioner, to institute and file this Petition on behalf of the Petitioner.

2. That the main object of the Petitioner includes engaging in the business of developing, operating and maintaining the Projects for generation and/or distribution of electricity or any other form of power or energy. A copy of the Memorandum and Articles of Association of the Petitioner is enclosed herewith as Annexure – A.

3. That the Orissa Renewable Energy Development Agency vide letter dated 24.10.2008, annexed herewith as Annexure – B, addressed to the Petitioner, gave its in principle approval to the  Petitioner Company for setting up of 50MW Solar Photo Voltaic Power Plant in the State of Orissa, (“Project”) on satisfaction of various conditions as mentioned therein. One of the conditions laid down in the above said letter, was that, that the Petitioner would approach the Hon’ble Commission at the earliest for fixation of Tariff of the electricity generated by the Solar Photo Voltaic Power Plants in the State of Orissa. The Petitioner has thus approached the Hon’ble Commission for fixation of Tariff/issue of Tariff Order, applicable for the electricity generated by the Project of the Petitioner.

4. That the Petitioner herein is praying to this Hon’ble Commission for the fixation of the tariff for the purchase of electricity from the Project of the Petitioner.

5. That the perusal of the Electricity Act, 2003, (“Act”) and The National Electricity Policy and the Tariff Policy, issued under the Act, makes it clear that the Hon’ble Commission has been fully empowered to determine the tariff as has been prayed for in this Petition. Section 86 (1) (e) of the Electricity Act, 2003, specifies that the State Commission should promote cogeneration and generation of electricity from renewable sources of energy.

Clause 6.4 of the Tariff Policy states that, 

“(1)
……….. It will take some time before non-conventional technologies can compete with conventional sources in terms of cost of electricity. Therefore, procurement by distribution companies shall be done at preferential tariff’s determined by the Appropriate Commission.”


Clause 5.12.1 and 5.12.2 of the National Electricity Policy states that,

“5.12.1 Non-conventional sources of energy being the most environment friendly there is an urgent need to promote generation of electricity based on such sources of energy. For this purpose, efforts need to be made to reduce the capital cost of projects based on non-conventional and renewable sources of energy. Promoting competition with such projects can also reduce cost of energy. At the same time, adequate promotional measures would also have to be taken for development of technologies and a sustained growth of these sources.

5.12.2 The Electricity Act, 2003 provides that co-generation and generation of electricity from non-conventional sources would be promoted by the SERC’s by providing suitable measures for connectivity with grid and sale of electricity to any person and also by specifying, for purchase of electricity from such sources, a percentage of the total consumption of electricity in the area of a distribution licensee/GRIDCO. Such percentage for purchase of power from non-conventional sources should be made applicable for the tariff’s to be determined by the SERC’s at the earliest. Progressively the share of electricity from non conventional sources would need to be increased as prescribed by the State Electricity Regulatory Commissions. Such purchase by distribution companies shall be through competitive bidding process. Considering the fact that it will take some time before non-conventional technologies, in terms of cost, with conventional sources, the Commission may determine an appropriate differential in prices to promote these technologies”.

6. That as envisaged in the Tariff Policy and the National Electricity Policy, the power procurement by utilities shall be made at the tariff fixed by the Regulators or through a transparent process of competitive bidding. However, it is pertinent to mention that the competitive bidding among the Non Conventional Energy sources is yet to take off. Further, even if the competitive bidding is offered, then the Solar Photovoltaic Power projects whose capital costs are much higher than the other renewable sources of energy, may not be able to compete with other renewable sources of energy. Therefore, it is prayed to this Hon’ble Commission that the tariff for the procurement of electricity from the Project of the Petitioner may kindly be determined by this Hon’ble Commission on the Built, Own and Operate basis.

7. That this Hon’ble Commission has already initiated suo-moto proceedings for finalization of the Policy on, “Harnessing of power from Renewable Energy Sourcesincluding Cogeneration” and the Hon’ble Commission has already issued consultative Paper on harnessing of Power from Renewable Energy Sources including Cogeneration and has invited comments on the same. The Hon’ble Commission has already received comments on the said consultative paper and is in the process of examining the same. However, there is an urgent need for fixation of tariff for purchase of electricity by the distribution licensee/GRIDCO from the Project of the Petitioner, for the speedy development of the Solar Photovoltaic Power projects in the State of Orissa.

8. That the Petitioner is hereby submitting and placing the relevant facts/issues/points and other circumstances before this Hon’ble Commission which are relevant for determination or fixation of tariff for procurement of electricity by the distribution licensee/GRIDCO from the Project of the Petitioner and the same may kindly be taken into consideration while fixing the tariff for the  Project of the Petitioner. Based on these submissions the Petitioner is also enclosing the draft of the Power Purchase Agreement, as Annexure – C, which may be approved by the Hon’ble Commission. The salient features of such relevant facts/issues/points and the circumstances necessary for fixation of tariff  by this Hon’ble Commission have been detailed as under:-
(a).
Capital Cost:-


The State Technical Committee, constituted under Science and Technology Department, Govt. of Orissa, has already approved the total project cost per 5 MW of grid interactive Solar PV plant, as communicated to the Petitioner by OREDA vide letter dated 21.03.2009, annexed herewith as Annexure D. The Petitioner are annexing the said letter for fixation of tariff for the Project of the Petitioner. 

(b).
Solar Insolation:-  

It is submitted that the State of Orissa is generally conducive for solar power generation as the State’s annual average solar insolation is at par with the solar insolation average of the country. The Petitioner, on a conservative basis, has taken only average insolation of 4.5 to 5.5 Kwh/m2/day.

(c)
Term of PPA:-

To give thrust to the development of grid connected Solar Photovoltaic Power projects in the State, and considering the capital intensive nature of development of the said projects, it is essential and necessary to provide an element of certainty to the financial institutions/Banks which are going to provide debt funds for such Projects as also to the developers including the Petitioner who are going to develop such projects. It is therefore submitted that the Tariff for the electricity generated through the Project of the Petitioner may be fixed for a Term of 20 years and the Hon’ble Commission may fix the term of the PPA for a period of 20 years.   

(c).
Cost of Start up power and interfacing at the Bus bar:-
The State Transmission Utility/Distribution licensee/GRIDCO shall provide start up power for the solar generator under the unit adjustment basis.

In view of high Capital Cost of the Solar Photovoltaic Power projects, the construction of evacuation system/Transmission Lines would place additional and unbearable burden on the Solar Photovoltaic Power projects. It is therefore submitted that the transmission line of appropriate capacity and voltage as per Central Electricity Authority (Technical Standard for connectivity to the grid) Regulations, 2007 as well as connectivity at the Bus bar of the Project of the Petitioner, should be provided by the State Transmission Utility/Distribution licensee/GRIDCO at their cost. 

(e).
Tariff fixed by the other States:-
That keeping in view, the above noted facts and the circumstances with regard to the high installation cost for the Solar Photovoltaic Power plant as well as the various tariff orders passed by the other States e.g. Punjab Rs.7.35/Kwh, Haryana Rs. 15.96 per KWh, Rajasthan Rs.15.78 per Kwh, Tamilnadu Rs.3.15 per Kwh and Karnataka Rs. 3.40 per Kwh, Uttar Pradesh Rs.3.00 per Kwh, it is respectfully submitted that the tariff for the purchase of the electricity by the distribution licensee/GRIDCO from the Project of the Petitioner shall not be fixed below the notional value fixed by the Union Ministry of New and Renewable Energy of Rs. 15 per Kwh, for a period of 20 years. However, any benefit of subsidy received by the Generator will have to be passed on to the utility/beneficiary. It is submitted that the level of Tariffs for most States is less than the price of peak power. 

(f).
Payment of Security for purchase of Power by Distribution licensee/GRIDCO:-

Section 6.2 of the Tariff Policy mandates to, ensure adequate and bankable payment security arrangements to the generating companies. It is therefore submitted that Distribution licensee/GRIDCO may be directed to open, revolving and self reinstating Letter of Credit in favour of the Petitioner for an amount equivalent to an average 1.5 monthly bill. 

(g).
Billing and Payment to Solar Generator by Distribution licensee/GRIDCO:-
That the Petitioner shall be allowed to raise the bill every month for the net energy supplied after adjusting to the energy in kind for start up of power. The payments to the Petitioner in respect of the energy supplied shall be made by the distribution licensee/GRIDCO in the manner and within the period as provided in the annexed PPA.

(h).
Purchase of Electricity by Distribution licensee/GRIDCO:- 

That in order to sufficiently incentivise the Solar Photovoltaic Power projects generators and to provide a sense of security for the project developer as also the investors, the distribution licensee/GRIDCO shall be directed to procure the whole of the energy generated from the Project, for a term of 20 years and at such tariff as may be determined by the Hon’ble Commission under the instant Petition.

(i).
Term of Applicability of Tariff fixed by Distribution licensee/GRIDCO:-
It is respectfully prayed to this Hon’ble Commission that keeping in mind the huge capital investment and for the purposes of attracting the banks/financial institutions etc, it is prayed that the tariff shall be fixed for a period of at least 20 years, which could provide a sense of security to the developer and the financial institutions to ascertain as to whether the project would be viable in the long run or not. 

(j).
Commissioning and Commercial Operation Date of the project:- 

The construction of the Project shall be completed and the Project may be commissioned within 6 months from the date of the financial closure of each phase of the Project.



(k).
Transfer of the Plant:-



The Petitioner may be allowed to realize the benefits of accelerated depreciation benefits under the Applicable Laws and for effecting the said realization, the Petitioner inter-alia, may be allowed and permitted to bring in Tax Equity Investors:-


(i) 
who would partly or completely own the Project and/or.

(ii) 
to whom the rights and obligations of Petitioner under the PPA  may be assigned wholly or in part.  

9. A short detail of the submission made by the Petitioner for determination of tariff for Solar Photovoltaic Power projects  is enumerated herein below:-

	Parameter
	Modification requested

	Capital Cost of the Solar PV power plant
	Rs. 9990 lacs for a 5 MW Project 

	Debt Equity Ratio
	75:25

	Plant Life
	20 years

	Generation 
	1.5 million unit/MW/yr

	 Period of tariff
	20 years

	Loan tenure
	Longer tenure (10 years)

	Repayment Style
	Mortgage (Equated Quarterly installments)

	Accelerated depreciation
	Yes 

	IRR and DSCR
	Returns comparable with a conventional project

	Term of PPA 
	20 years

	Time Period for construction and commissioning of the Solar (PV) power plant.
	6 months from the date of the Financial Closure.

	Insolation levels 
	4.5 to 5.5 Kwh/m2/day

	Fixation of Minimum purchase requirement by the distribution licensee/GRIDCO.
	Entire Energy generated from the Solar Photovoltaic Power project.

	Minimum Tariff
	Rs.15 Per Kwh


10. It is submitted that the solar technology has not matured as the useful life has not been established in the market. The investor would be encouraged to venture in the project of solar generation if the power purchase agreement with the distribution licensee/GRIDCO is set for 20 years. Therefore, the Hon’ble Commission may kindly consider 20 years as useful life for Solar Photovoltaic Power projects.

11. The Petitioner submits that if the Project is recipient of any generation based incentive under policy of Govt. of India and/or Govt. of Orissa, then the benefit of the same would be passed on to distribution licensee/GRIDCO.
Prayer

In view of the facts and the circumstances as detailed above, it is most respectfully submitted before this Hon’ble Commission that the tariff for the procurement of power by Distribution licensee/GRIDCOs in the State of Orissa from  Solar Photovoltaic Power projects in the State of Orissa may kindly be fixed minimum at Rs.15 per Kwh, along with the terms and conditions as detailed by the Petitioner herein and in the Power Purchase Agreement annexed herewith as Annexure C; the Hon’ble Commission may also be pleased to approve the draft of the Power Purchase Agreement as enclosed with the instant petition at Annexure C and may pass such other order as it may deem fit and proper in the facts and circumstances of this petition.
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