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Objections against GRIDCO’s ARR & BSP Proposal for FY 2011-12

Case No- 144/2010

1. Shri G.N. Agrawal, Convenor-cum-Gen. Secretary, Sambalpur District Consumers Federation, Balaji Mandir Bhawan, Khetrajpur, Sambalpur. 

· GRIDCO, in its application, has not specifically mentioned about harnessing power from Renewable Energy sources such as Solar, Wind & Biomass etc. The Commission may entrust responsibility on GRIDCO for development of Energy from waste management. 

· The erection of 132/33 KV substations is the responsibility of OPTCL but are to be properly approached by DISCOMs and GRIDCO in time with sincerity.

· There need not be any enhancement in BST because there is a proposal for CAPEX in the system, reservoir levels of Hydro Stations have been improved in comparison to last year, CGPs are committed to supply power. Hence, there is not much burden to purchase high cost NTPC power.  Our state’s share from all stations is to be properly monitored and drawn so that there will be a benefit of sale of surplus power to other states. 

2. Shri Jayadev Mishra, Bhubaneswar

· GRIDCO, against its  proposed quantum of 5647.19 MU, can draw  at least 7000 MU from OHPC Stations for FY 2011-12, which  is the average generation during the period from 2006-07 to 2008-09.

· GRIDCO may plan to import off peak thermal energy from western region by shutting down the high head hydro stations during the off peak hours and supplying more peaking energy during peak hours to the eastern region, gaining on Availability Based Tariff (ABT).

· Availability of energy from Machkund could also be increased by discussing with AP, if equivalent thermal energy from Odisha can be supplied to them. 

· GRIDCO may plan higher availability from OPGC and Talcher Thermal Power Station. If necessary, they can be allowed to import coal if the constraint of generation is due to coal supply.

·  GRIDCO should discuss with NTPC and all CGPs so as to avail maximum amount of thermal energy from them for the state. This surplus can be blended with our hydro energy for the advantage of GRIDCO. If more off peak thermal energy is imported from Western Region and blended with the availability of hydro energy of about 7000 MU, it can improve the financial condition of GRIDCO. There is no other scope through which GRIDCO could reduce the energy procurement cost substantially. 

· It may be indicated that how GRIDCO is able to establish the extent of imported coal used by OPGC & Central Thermal Stations as the variable cost increases due to the same.  In addition fuel price adjustment charges in case of central stations are much more than that of OPGC. This needs discussions with NTPC.

· GRIDCO is required to procure more energy due to the high T& D loss in the distribution sector. The franchisee operations by distribution companies are now being planned and it is expected that in this year 2011-12 at least 4-5% T & D loss reduction could be achieved in the distribution system, thereby GRIDCO having surplus of energy which can be sold at commercial rates. GRIDCO should, for their own benefit, monitor the early completion of franchisee arrangements of DISCOMs without leaving it to them completely.

· Central sector transmission loss is projected at about 3.6% in addition to the loss of 3.9% in Odisha transmission system, total loss being 7.5%. A computer study may be conducted to establish the exact position of transmission loss.

· GRIDCO has projected its ARR at Rs.6605.02 crore, out of which power purchase cost alone amounts to Rs.5082.37 crore. With existing BSP, the revenue earning would be Rs.3838.06 crore with a deficit of Rs.2766.96 Cr. i.e.  a rise of 70%. This rise if allowed will bring retail supply cost to a higher level. Therefore, GRIDCO should try to import off peak energy, avail more hydro and thermal energy and sell it at a higher rate thereby generating revenue which will go to reduce the gap instead of putting the whole burden on DISCOMs.

· GRIDCO for its own benefit should co-act with OHPC to develop more new hydro power stations so that the thermal energy that is expected to be available to GRIDCO  from both NTPC and new thermal stations in the 12th and 13th plan period can be profitably blended and energy could be exported in sustained manner to generate higher commercial return.

· GRIDCO has recently concluded PPAs for Sindol Projects. It is suggested that GRIDCO may discuss with other private power developers to take up the other projects so that many more projects can be completed during 12th and 13th Plan period. GRIDCO should not depend alone on efforts of OHPC for this. 

3. Shri M.V. Rao, Resident Manager, M/s Ferro Alloys Corporation Ltd., BBSR.

· Any increase in BSP will have direct bearing on RST and in the past the burden of BST increase was loaded on HT and EHT consumers availing load factor incentive tariffs. 

· Power procurement: GRIDCO may procure maximum power available from the Captive Power Plants in the State and then avail the allocation of the Central Power Stations in the merit order to meet the demand of the State Consumers. 

· Projection of drawal/ demand: The projections of generation capacities given by GRIDCO are not matching with the projections of the Generators. The same is the case with the Distribution Companies regarding power requirements.

· It is not clear how and what distribution losses are considered by GRIDCO while projecting the power demand of the distribution companies. None of the DISCOMs are abiding by the distribution losses fixed by the Commission from time to time. Hence, the Commission should determine the quantum of power procurement based on the T&D losses approved by the Commission in its earlier orders.

· FACOR opposes the proposal of GRIDCO to consider past losses, securitization of arrear while approving the ARR of GRIDCO which is affecting the BSP and in turn burdening the consumers while fixing the RST.

· GRIDCO, being a trader, is entitled to get only 4 paise/unit as margin over the Power Procurement Cost of the Generating Stations plus the Transmission losses and Transmission Tariff to be paid to OPTCL and SLDC charges as per the tariff fixed by OERC from time to time for arriving at BSP applicable to the DISCOMs.

4. Shri Bibhu Charan Swain, M/s Power Tech Consultants, 1-A/6, Link Road, Cuttack

· Projection of Energy requirement: For the year 2011-12 GRIDCO has Projected the energy requirement of DISCOMs at 22755.20 MU. But the DISCOMs, in their respective ARR for 2011-12, have proposed to purchase 23014.37 MU of energy from GRIDCO. This discrepancy has to be corrected. The schedule of power procurement during 2011-12 should be properly planed so as to avoid procurement of unscheduled power at higher cost.

· The procurement of power from sources other than OHPC, OPGC, CGPs and Central Sector stations should be done by open bidding to reduce the cost of power purchase.

· The proposal of GRIDCO for passing through of past losses and unforeseen expenses to the extent of Rs.999.38 Crore, if approved would pose burden on the general consumers of the state. Hence, this should not be considered in the ARR of GRIDCO.

· GRIDCO has proposed an amount of Rs.5.73.Cr. towards employees cost during 2011-12, but the actual expenses in FY 2009 -10 was Rs3.51 Cr against the approval amount of Rs.4.97 Cr. Thus the proposal furnished by GRIDCO is not realistic and therefore should not be accepted.

· GRIDCO has projected the A & G expenses for FY 2011-12 at 3.97 Cr, but actual expenses under this head for FY 2009-10 was 2.58 Cr. Therefore, this increase also seems to be very high.

·  Energy Requirement & Availability: The Commission should determine the quantum of power procurement by GRIDCO or DISCOMs based on the T & D losses approved by the Commission in its earlier orders.

· GRIDCO should avail opportunity for importing off-peak and surplus thermal energy from neighboring states and storing hydro energy for peak operation and irrigation demand. Such import can be supplied back during low frequency period through generation from hydro stations under ABT. 

· Generation from Renewable Energy: The projection by GRIDCO for availability of energy from Co-generation plants and Renewable sources are not correct.

· Treating the power from NINL, Arati Steel and Tata Sponge as renewable sources of energy is incorrect as these plants are not co-generation based power plants. The generation of power from Waste Heat should not be considered as Renewable Energy as these plants do utilize fossil fuel for power generation. The Commission may separate the generation from waste heat recovery and Renewable sources, so that the developers would be encouraged to set up Biomass plants using non-fossil fuels. 

· GRIDCO should take up with major thermal power developers in Odisha  to make at least 10% of their total investment in developing Renewable Energy Sources particularly solar and bio-gas.

· Power Procurement Cost: The procurement of high cost power due to low hydro and constraints of generating stations are done by the consent of the State Govt. Therefore the differential amount claimed by GRIDCO towards additional power procurement cost should be subsidized by the Govt.

· The Commission may examine / scrutinize whether cheap power is being purchased by GRIDCO to put less burden to the consumers and also whether the administrative, establishment, general and legal expenses are reasonable.

· The projection of GRIDCO in respect of power purchase cost from Small Hydro Projects of Meenakshi Power Ltd. and Orissa Power Consortium Ltd. is at lower side which is not in conformity with CERC Regulations.

Interest on Long Term Liabilities:

· A power development fund may be created by the State Government or from the profit of GRIDCO earned from UI and trading of surplus power. The principal loan repayment shall be made from this fund. Further, the Commission may advise the State Govt. to bear at least the interest part of the eventual loan lying in books of account of GRIDCO.

Other Issues: 
· GRIDCO should have gone for competitive bidding for establishment of Thermal Power Stations in the State to assure of definite power supply within 2 to 3 years instead of depending on the huge number of MOUs signed by the Govt. of Odisha. After meeting the state demand the surplus power may be traded at higher rate to keep the RST stable.

· For implementation of Intra-State ABT, capacity allocation is a primary requirement and identification of beneficiaries and their mutual relationship needs to be clearly established. Therefore, the net capacity available should be allocated the DISCOMs in proportion to their demand for energy input.

· GRIDCO should undertake energy trading with different states both for long term and short team basis and expression of interest (EOI) should be invited both for procurement and sale of the power in advance so that this can be executed at the time of necessity.

· GRIDCO should make necessary arrangements for procurement of power through long term agreement from different IPPs in various states to meet the demand. The long term power is a cheaper power and can be easily sourced as lot of power stations are coming in a big way.

· There should not be any hike in BST as this will lead to increase in the RST and consequently will put tremendous burden on consumers of the state.
5. Shri Ramesh Ch. Satapathy, Beherasahi, Nayapally, Bhubaneswar

· GRIDCO is a deemed trading licensee in the state and fully owned Govt company for supply of power to the 30 lakhs consumers of Odisha through OPTCL and DISCOMs. The Commission may direct GRIDCO to give an undertaking through an affidavit that, it will supply quality power with proper voltage to all consumers of the state, which has not happened during the current year 2010-11. 

· The Commission should look into the issue of power evacuation from IPPs those are now generating power and going to generate power in the state as per the MoUs signed with GRIDCO till date. GRIDCO should intimate its planning on this issue for information of the consumers.
· GRIDCO should produce a report on the status of PPA signed with OPGC as per the notification of Govt. of Odisha.
· GRIDCO should intimate its plan for meeting the state demand during the year 2012, as all the village would be electrified by 31st March, 2012 under Rajiv Gandhi  Gramin Bidyut  Yojana and  Biju Jyoti Yojana.

· GRIDCO should produce a status report on the action taken by it, as per direction of the Commission in the Tariff Orders for FY 2009-10 & 2010-11. GRIDCO, being a Govt. owned company, should also produce the status report of other trading licensees to whom license has already been issued.
6. Mr. R.P. Mohapatra, Lane-3, Jeydev Vihar, Bhubaneswar. 
· The past losses of GRIDCO are mostly on account of its inefficient operation and failure in collection of dues. Hence, its proposal to pass through the past losses in the ARR should not be allowed.

· The proposal of GRIDCO to approve the BSP at 296.26 paise/unit for the FY 2011-12 against the existing BSP of 170.20p/u is very high, mainly due to the provision of Rs.900.00 crore for procurement of costly power. This amounts to a rise of more than 70%.

· The additional cost claimed towards purchase of costly power in past years is solely on account of GRIDCO, violating the Statutory Provisions and working as per the directions of the State Govt. Earlier in Case No. 69/2009, GRIDCO has submitted the Load Generation Balance Report indicating deficit of power availability from December 2008 to June 2009.

· The Commission in its Final Order dtd. 19.06.2009 in Case No. 69 of 2009 has directed that the load restrictions for the EHT industries should be 15% during the evening peak hours and a maximum 10% during the rest of the hours, keeping in view the survival  load level of the individual industries. This Order of the Commission was also blatantly violated by GRIDCO imposing 50% load restriction on the EHT industries.

· The State is facing serious power crisis solely on account of non-performance of GRIDCO. The expenditure incurred by GRIDCO in sourcing costly power from outside is without the approval of the Commission, hence not recoverable from the consumers.

· The increase in cost on account of FPA of the Thermal Power Stations should be properly verified by GRIDCO by appointing an engineer with experience in Thermal Power Station.

· In accordance with the Order dtd. 09.11.2010of the ATE, the “Cost of Capital” should only be included in the Bulk Supply Tariff Proposal.

· Two-Part tariff structure is the present norm for purchase and sale of electricity and the OERC Distribution (Condition of Supply) Code 2004 also made provision for two-part tariff. Therefore the proposal of GRIDCO to provide Demand Charges and Energy Charges may be accepted.
7. Shri M.V. Rao, Utkal Chamber of Commerce & Industry, Bhubaneswar
· GRIDCO is mainly responsible for the present situation of power deficit with no planning to meet the requirement of the newly coming industries in the state. The Commission has considered substantial increase in BSP in the previous years. Hence, the present proposal of GRIDCO to increase the average BSP from 170.25 p/u in the current year to 290.26 p/u for the FY 2011-12 should be outrightly rejected.

· The projection of generation given by state generating companies, OHPC and OPGC are blindly accepted by GRIDCO.

· It is not clear how and what distribution losses are considered by GRIDCO while projecting the power demand of the distribution companies for the consumers. None of the DISCOMs are abiding by the distribution losses fixed by the Commission from time to time. Hence, the Commission should determine the quantum of power procurement based on the T&D losses approved by the Commission in its earlier orders and scrutinize the power procurement cost projected by GRIDCO.

· UCCI opposes for consideration of past losses, securitization of arrear while approving the ARR of GRIDCO which is affecting the BSP and in turn burdening the consumers while fixing the RST.

· Since GRIDCO is no longer a transmission licensee, but only a deemed trading licensee, it is not entitled for consideration of past losses, securitization of arrears and other cost indicated in its application.

· GRIDCO is entitled only to recover the Power Procurement Cost of the Generating Stations plus the Transmission losses and Transmission Tariff fixed by OERC plus marginal expenses of its establishment for arriving at BSP for DISCOMs for 2011-12.

· The Commission may scrutinize the ARR application of GRIDCO and reduce BSP so as to benefit the industrial consumers who are burdened with huge subsidy.

8. CEO(Comm.), NESCO WESCO & SOUTHCO, Bhubaneswar
· GRIDCO is an intra-state trader and entitled only to a margin and the approval of ARR is not as per law. The present application of GRIDCO as such is not maintainable and the proposal submitted by GRIDCO for approval of ARR and revision of BSP should not be considered. Further, in accordance with the provisions of National Electricity Policy, the PPA should be allocated to the DISCOMs.

· OHPC: Based on the past performance and reservoir levels as on 01.11.2010, the availability of power from state hydro stations would be 6811 MU in FY 2011-12 as against the GRIDCO’s proposal of 5910 MU.

· State Thermal Plants: The licensees do not agree with the energy projections made by GRIDCO for state thermal plants and estimates that availability will be more than that  projected by GRIDCO. 

· The licensees submit that PLF for OPGC and TTPS may be considered at 90% and 91.50% respectively for FY 2011-12 and the estimated drawal would be 2997 MU and 3300 MU respectively.

· The projected availability from Renewable Energy Sources by GRIDCO is agreed upon by the Licensees.

· Considering 85% PLF and 10% Auxiliary Consumption the energy availability from M/s. Sterlite Energy (P) Ltd. would be 4020.84 MU against GRIDCO’s proposal of 3181.97 MU.

· Central Sector Stations: Considering higher PLF the availability from Central Sector Thermal Stations would be more than that projected by GRIDCO for FY 2011-12. Similarly, the availability from central hydro stations would be more, based on the actual drawal from April’ 10 to Sept’ 2010.

· Total Energy Availability/Requirement: The licensees do not agree with the projected energy availability of 23689 MU as proposed by GRIDCO and estimated that the total availability of power would be 27125 MU during FY 2011-12 so as the energy requirement for the DISCOMs.

Power Purchase Cost

· TTPS: The Licensees do not agree with the submissions made by GRIDCO estimating the AFC of Rs.368.31 cr. & UI gain of Rs.6.38 Cr. in respect of TTPS for the   FY 2011-12.

· OPGC: The fixed cost element ought to reduce in each subsequent year due to repayment of principal loan which would offset any increase in O&M expenses in each year. The licensees submit that the truing up exercise is essential to find out the actual fixed cost paid by GRIDCO to OPGC in comparison to the fixed cost allowed in the ARR of GRIDCO in each year. The Licensees submit that the variable cost of 97.60 p/u in respect of OPGC, as projected by GRIDCO may not be acceptable; rather it should be 79.25 p/u as approved by the Commission in the BSP order for the FY 2010-11. The Licensees submit that total amount allowed as incentive to OPGC (calculated for generation over the normative 68.5% PLF) from FY 2004 to FY 2009, as a part of year end adjustment is Rs.123.65 Crs. and that the same should be adjusted in light of the Energy Department, Govt. of Odisha Notification dated 21st June 2008. The Commission may direct OPGC for submission of ARR for FY 2011-12 and accordingly the power purchase cost may be approved.

· Central Thermal Stations: The Licensees submit that in case, low load factor is allowed for Central Thermal Generating Stations as proposed by GRIDCO; proportionate reduction in fixed cost may also be considered.

· Variable Costs: The Licensees submit to consider the average FPA for the period of April-September, 2010 with an escalation of factor of 10% to arrive at the FPA for FY 2011-12. GRIDCO may be asked by the Commission for prudence check of the FPA claimed by the Central Thermal Stations and in case of any discrepancy, GRIDCO may discuss at appropriate level.

· Computation of PGCIL Transmission charges: GRIDCO to furnish evidential documents for estimating the cost of regional transmission system and reasons for nil estimation of transmission charges received from open access customers. The Licensees estimate the PGCIL transmission charge at 15.11 p/u against the GRIDCO’s projection of 20.17 p/u. 

· Interest Costs and Repayment of Principal: 

· The licensee does not agree with the submissions made by GRIDCO on interest cost of Rs.449.89 crore and estimates the interest cost of GRIDCO to the tune of Rs.278.33 crore. 

· In its application GRIDCO has proposed a loan amount of Rs.800 Cr. during FY 2010-11. But the cash flow statement of GRIDCO does not spell out actual receipt of the same. 

· Repayment of past liability is a part of cash management of GRIDCO and not a part of ARR, hence can not be passed through in tariff. 

· The repayment is to be met from the collection of outstanding dues on DISCOMs and outside states. 

· The amount equivalent to the amount required to be paid by the DISCOMs to GRIDCO may be amortized of regulatory assets in the DISCOM’s ARR, which in turn will be paid to GRIDCO by DISCOMs for payment towards their outstanding dues.

· GRIDCO’s submission towards arrear payment to OHPC dues should not be allowed.

· OPGC has not submitted its ARR application for FY 2011-12.  In absence of any clear cut information, the arrear power purchase dues of OPGC amounting to Rs109.48 crore should not be passed through in the ARR of GRIDCO for FY 2011-12.

Other Issues:

· Over drawal Charges: The Licensees have estimated the total availability of 27,125 MU during FY 2011-12 and the total requirement of all the DISCOMs has been projected at 23,014 MU. Further, if the CGP power is approved by the Commission, there will be a surplus availability of 3166 MU with GRIDCO. Therefore no question arises for purchase of power by GRIDCO at higher cost in the eventuality of over drawal by any DISCOMs.

· FPA Charges: The Licensees submit that the prudence of the additional cost of coal and oil bills raised by NTPC should be checked and objected by GRIDCO before ERPC and if required, GRIDCO should move to CERC against high FPA bills of NTPC from the norms. Further in the eventuality of any variation in FPA over and above the approval of the Commission, GRIDCO should follow the procedure and guidelines outlined in Appendix-7 read with the Regulations 60 of the OERC (Conduct of Business) Regulations, 2004. Therefore, after prudent check by the Commission, the FPA charges may be allowed, but not in the succeeding month as projected by GRIDCO. However, a suitable mechanism may be devised for the recovery of FPA charges directly from consumers to insulate the licensees from this burden.
· Rebates: A rebate of 2% may be allowed to the Licensees for prompt payment of BSP bills within three working days excluding Sundays and Holidays as per Negotiable Instrument Act from the date of presentation of the BSP bill. 

· GRIDCO Financial Status: As submitted by GRIDCO, if Regulatory Asset of Rs.141.31 crore is not considered, the actual revenue gap for FY 2009-10 is Rs.1673.70 Crore. GRIDCO should furnish the actual audited figures to substantiate the above statement.

· Allocation of PPAs: For implementation of Intra-state ABT, identification of beneficiaries and their mutual relationship needs to be clearly established. Hence, PPA allocation to DISCOMs is the primary requirement. Therefore, the net available capacity should be allocated amongst the DISCOMs in proportion to their  demand or energy input. 

9. Shri Pradeep Kumar Nath, Chief Manager, NALCO, 
· The proposal of GRIDCO to increase the average BSP by 72% i.e. from the existing rate of 168.67p/u to 290.26p/u is not acceptable. This rate is projected at higher side without proper basis and such increase in BSP will affect the retail tariff.

· The proposed sale of energy to the CGPs i.e NALCO & IMFA to the tune of 10 MU @ Rs.5.10 per unit is unreasonable. This should be increased to 100 MU & the rate may be reduced accordingly.

· The maximum demand charges should not be imposed on NALCO and the purchase price from CGPs, which is now at  275 p/u, may be increased further.
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