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To 

1. The Commissioner-cum-Secretary, Govt. of Odisha, Department of Energy, Bhubaneswar

2. The Commissioner-cum-Secretary, Food Supplies and Consumer Welfare Department, Govt. of Odisha, Bhubaneswar. 

3. President / Representative of Confederation of Citizen Association, L-3/119, Acharya Vihar, Bhubaneswar. 

4. President, Odisha Electrical Consumers' Association, Sibasakti Medicine Complex, B.K. Road, Cuttack-753001

5. Sri Gobardhan Pujari, Representative of Sundargarh Dist. Employers Association, AL-1, Basanti Nagar, Rourkela-12

6. Sri G. N. Agrawal, General Secretary, Sambalpur District Consumers Federation, Balaji Mandir Bhawan, Po-Khetrarajpur, Sambalpur – 768003

7. President, Kalahandi Citizen Forum, C/o-Atma Vikas Kendra, Bhawani Shankar Temple Road, Bhawanipatna-766001

8. Sri Prabhakar Dora, Consumer Activist, 3rd Lane, Vidya Nagar (Co-Operative Colony), PO/Dist-Rayagada-765001

9. Smt. Abanti Behera, W/o Sri Randhir Jena, At-Kakat, PO-Kendrapara, Dist-Kendrapara

10. Dr. (Smt.) Minati Behera, W/o Sri Sudarsan Behera, At-Nayachouk, PO-Madhupatna, Cuttack-753010

11. Sri Maheswar Baug, Ex-Minister, At : Mallikaspur, Po : Motiganj, Balasore Town, Dist : Balasore

12. Sri S.C. Mohanty, General Secretary, Nikhila Odisha Bidyut Sramik Mahasangha, Diha Sahi, Shankarpur, Cuttack-12

13. Sri Dwiti Krishna Panda, Ex-M.P., 3R-156, Road-2, Behind Central School, Unit-9, Bhubaneswar-751022

14. Representative of Confederation of Indian Industry, Eastern Region, Odisha, 8, Forest Park, Bhubaneswar-9

15. President, Odisha Small Scale Industry Association, Ajay Binay Bhawan, Industrial Estate, Cuttack-10

16. Er. B.K. Mohapatra, Industrialist, Rajabagicha, Cuttack-9

17. Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli, Bhubaneswar

18. Prof. Gyana Chandra Kar, Former Professor & Head, Deptt. Of Economics, Sidheswar Sahi, Cuttack – 753008

19. Prof. Ashok Kumar Tripathy, Head, Deptt. of Electrical Engineering, Silicon Institute of Technology, Silicon Hills, Patia, Bhubaneswar-751024

20. Ms. Manorama Mohapatra, Gopabandhu Bhawan, Cuttack-1  

21. Chief Electrical Engineer, East Coast Railways, 3rd Floor, South Block, G.M. Building, Chandrasekharpur, Bhubaneswar-17.

22. Sri R.K. Behera, Chairman, RSB Group of Companies, N-2/40, IRC Village, Bhubaneswar.

Sub:
Suggestions/Views/Comments of the Members of SAC including the  State Government on various issues involving tariff setting for the year 2012-13 including Subsidy/ Subvention and other important matters having a direct bearing on fixation of tariff for the year 2012-13.

Sir,

With reference to the subject noted above, I am directed to say that the Licensees have filed their Annual Revenue Requirement and proposed Tariff for the year 2012-13 on or before 30.11.2011 and the same are under scrutiny by the Commission. Public notices have been issued for inviting suggestions/comments from different stakeholders. After receipt of the comments/suggestions from the general public, hearing would be conducted by the Commission in the 1st week of February, 2012 and the Tariff Order of the Commission is likely to be issued on or before 20.03.2012.

2. Since Electricity is one of the most critical infrastructures for overall development of the State and the State Govt. is one of the most important stakeholders, the Commission would like to have the benefit of comments/suggestions /views/opinions of the Members of the SAC including the State Govt. before finalizing the tariff for the year 2012-13 in respect of OHPC, GRIDCO, OPTCL and the four distribution companies. The important issues are outlined in subsequent paragraphs for specific comments/suggestions/views/ opinions of the Members of the SAC including the State Govt. on those matters:-

3. Tariff for the Kutir Jyoti / BPL Category of Consumers
(a) The consumers coming under Kutir Jyoti / BPL families at present are paying a monthly minimum fixed charge @ Rs.30/- per month with the stipulations that the monthly consumption is up to 30 unit per month. This has remained unchanged since pre-privatisation period despite manifold increase in power procurement cost. The average cost of supply has increased from 263 paise per unit in 2009-10 to 327.37 paise in 2010-11 & 408.87 p/u in 2011-12. After taking into account rise in cost of generation, transmission, salary, pension, operation & maintenance etc., the cost of supply may increase substantially for the year 2012-13. In that case there is urgent need for enhancement of the present rate of tariff for Kutir Jyoti/ BPL category of consumers. In this connection it may be noted that para 5.5.2 of the National Electricity Policy, 2005 stipulates that tariff for such designated group of consumers will be at least 50% the average (overall) cost of supply and this provision was to be reexamined after five years. Due to increase in the number of BPL families (2010-11 – 448835 which is estimated to increase to 1637898 by 2011-12 and would further rise to 40 lakh) with the implementation of Rural Electrification Programme under RGGY and BGGY it may be difficult to keep the cross subsidy within +20% of the average cost of supply as mandated under Section 61(g) of the Electricity Act, 2003 read with para 8.3.2 of the Tariff Policy, 2006. After taking into account the increase in the cost of supply and increase in BPL families coming under Rural Electrification by manifolds during the past few years, there is a case for increase in the present rate of tariff for Kutir Jyoti/ BPL category of consumers for the year 2012-13 at least to comply with the provisions of the para 5.5.2 of National Electricity Policy, 2005 referred to as above. If the cost of supply is Rs.5.00 per unit in 2012-13, the concessional tariff for BPL families cannot be less than Rs.2.50 per unit and the balance Rs.2.50 is to be paid by State (at present Rs.1 per unit) Govt. as subsidy under Section 65 of the Electricity Act, 2003.
(b) Further for Kutir Jyoti/BPL category of consumers consuming more than 30 units per month fixed monthly charge of Rs.30/ is not applicable to them and in that case the tariff applicable to LT category of domestic consumers has to be paid by the BPL/Kutir Jyoti category of consumers. In fact, it has been brought to the notice of the Commission that a large number of Kutir Jyoti/BPL category of consumers actually consumes more than 30 unit per month and accordingly the fixed charge of particular amount is not applicable to them as the consumption is limit is being exceeded by them. 
(c) The views of the State Govt. may be furnished on (i) and (ii) above.
4. Tariff for Irrigation Pumping and Agriculture/ Allied Agriculture Activities /Allied Agro-Industrial Activities:

(a)
The Tariff for the year 2011-12 for Irrigation Pumping and Agriculture/ Allied Agriculture Activities /Allied Agro-Industrial Activities is as follows:-
	Sl. No.
	Category of Consumers
	Voltage of Supply
	Energy Charge

(p/kWh)
	Monthly Fixed Charge for first KW or part (Rs.)
	Monthly Fixed Charge for any additional KW or part (Rs.)
	Rebate (P/kWh)/

DPS

	1
	Irrigation Pumping and Agriculture
	LT
	110.00
	20
	10
	10

	2.
	Allied Agricultural Activities
	LT
	120.00
	20
	10
	10

	3
	Allied Agro-Industrial Activities
	LT
	320.00
	80
	50
	DPS/ Rebate

	4.
	Irrigation Pumping and Agriculture
	HT
	100.00
	250.00 towards customer & service charges 
	
	10

	5.
	Allied Agricultural Activities
	HT
	110.00
	- Do -

	
	10

	6.
	Allied Agro-Industrial Activities
	HT
	310.00
	- Do -
	
	DPS/ Rebate


(b)
The tariff for the Irrigation Pumping and Agriculture has remained unchanged since 2001-02 while for Allied Agricultural Activities the rate continues since 2009-10. When the average cost of supply approved for the year 2011-12 is Rs.408.87 per unit the above concession rate was fixed for the said year. Since the cost of supply is likely to increase substantially the tariff for Irrigation Pumping and Agriculture/ Allied Agriculture Activities /Allied Agro-Industrial Activities is also likely to increase proportionately. In this connection it may be noted that Section 65 of the Electricity Act, 2003 mandates that if the State requires the grant of any subsidy to any consumer or class of consumers in the tariff determined by the State Commission under Section 62, the State Govt. shall pay the subsidy in advance and in such manner as may be specified. 
(c)
Further, attention is drawn to the clause 5.5 (Recovery of Cost of Services & Target Subsidies) of National Electricity Policy which is reproduced below:

“5.5.4 The State Governments may give advance subsidy to the extent they consider appropriate in terms of section 65 of the Act in which case necessary budget provision would be required to be made in advance so that the utility does not suffer financial problems that may affect its operations. Efforts would be made to ensure that the subsidies reach the targeted beneficiaries in the most transparent and efficient way.” 

(d)
The Forum of Regulator in their meeting held on 29.07.2011 while recommending model Tariff Regulation have stipulated that SERC should present separate schedule of tariff with subsidy and without subsidy. If the Govt. intends to give any subsidy to Agriculture, Allied Agricultural activities, Allied Agro Industrial activities, domestic consumers, BPL consumers or any other consumers or class of consumers the same may be intimated to the State Commission for tariff design for the year 2012-13 as prescribed by the Forum of Regulators.
5. Cross-subsidy in Tariff: 
(a) Section 61(g) of Electricity Act 2003 stipulates that the appropriate Commission shall be guided by the objective that the tariff progressively reflects the efficient and prudent cost of supply of electricity and also reduces cross-subsidies in the manner specified by the Commission. Para 8.3.2 of Tariff Policy enjoins that for achieving the objective that tariff progressively reflects the cost of supply of electricity, the SERC would notify road map within 6 months with a target that latest by the end of year 2010-11 tariffs are within ± 20% of the “average cost of supply”.
(b) The National Electricity Policy also envisages existence of some amount of cross-subsidy. As per para 1.1 of National Electricity Policy, the supply of electricity at reasonable rate to rural India is essential for its overall development. Equally important is availability of reliable and quality power at competitive rates to Indian Industry to make it globally competitive and to enable it to exploit the tremendous potential of employment generation. Similarly, as per para 5.5.2 of the National Electricity Policy, a minimum level of support may be required to make the electricity affordable for consumers of very poor category. Consumers below poverty line who consume below a specified level, say 30 units per month may receive special support in terms of Tariff which are cross-subsidized. Tariff for such designated group of consumers will be at least 50% of the “average (overall) cost of supply”.

(c) Section 62 of the Electricity Act, 2003 empowers OERC to determine tariff for retail sale of electricity. While doing so, the Commission is to be guided by National Electricity Policy and Tariff Policy under the provision of Section 61 (i) of the said Act. 
In the absence of clear cut definition of cross subsidy in the Electricity Act, 2003 or the National Electricity Policy for the purpose of computing cross subsidy the Commission has incorporated a provision in the OERC (Terms and Conditions for Determination of Tariff), Regulations, 2004, vide Regulation 7 (c) (iii) which states as under:- 
“For the purpose of computing cross-subsidy the difference between cost-to-serve that category and the average tariff realization of that category shall be considered”.

However, the above provision of 7(c)(iii) of the OERC (Terms and Conditions for Determination of Tariff) Regulation has been amended by notification dtd.30.05.2011 and this has been published in the Odisha Gazette on 10.08.2011. This is reproduced below for ready reference: 
7 (c) (iii)
“For the purpose of computing Cross-subsidy payable by a certain category of consumer, the difference between average cost-to-serve all consumers of the State taken together and average tariff applicable to such consumers shall be considered.”
 (d) While Tariff Policy, 2006 envisages that latest by 2010-11 the tariff for that matter, the cross subsidy should be ±20% of the average cost of supply, the “model Tariff Guidelines” recommended by Forum of Regulators (FOR) in their meeting held on 29.07.2011 provides as follows:

“Cross Subsidy/Tariff Design :

· State Electricity Regulatory Commission (SERC) would notify revised roadmap within six months from the notification of these Regulations (model Tariff Guidelines) with a target that latest by the end of year 2015-16 tariff are within ±20% of the average cost of supply.

· The road map would also have intermediate milestones, based on the approach of a gradual reduction in cross subsidy.

Tariff Design

· State Electricity Regulatory Commission shall be guided by the objective that the tariff progressively reflects the efficient and prudent cost of supply of electricity.”

(e)
The Commission would like to know the views/comments of state govt. as to whether cross subsidy should be calculated based on the average (overall) cost of supply as per the amended provision of Regulation 7(c)(iii) of the OERC (Terms and Conditions of Tariff Determination) Regulation, 2004 and whether road map to reduce cross subsidy to + 20% by 2015-16 as recommended by Forum of Regulators (FOR) in their meeting held on 29.7.2011 should be adopted.
6. Keeping in abeyance the upvaluation of assets, moratorium of debt services etc. 
(a) The State Govt. revalued the assets of erstwhile OSEB and vested the revalued assets with OHPC and GRIDCO vide Govt. notification SRO No.256/96 and SRO No.257/96 dtd.01.04.1996 respectively. GRIDCO was vested the assets of transmission, distribution after revaluation by State Govt. OHPC was vested the assets of hydro power station after revaluation. GRIDCO again divested its distribution business to four DISTCOMs vide transfer scheme notification No.SRO750/98 dtd.25.11.1998 and transferred the distribution assets to them on the same date. A table showing pre up- valued cost of gross fixed asset of transmission and distribution as per transfer notification apportioned on the basis of audited accounts and transfer notification and up-valued cost of fixed asset is given below:
(Rs. In Crore)

	
	Pre up-valued
	Up-valued (apportioned)
	Impact of up-valuation

	GRIDCO
	514.32
	1036.47
	522.15

	WESCO
	139.87
	281.87
	142.00

	NESCO
	137.9
	277.90
	140.00

	SOUTHCO
	122.41
	246.68
	124.27

	CESU
	188.70
	380.27
	191.57

	Total DISCOM
	588.88
	1186.73
	597.85

	Total
	1103.20
	2223.20
	1120.00


(b) The book value of gross fixed asset of OHPC was up-valued by Rs.840.20 cr. 
(c) The State Govt. reviewed the power sector reforms in Odisha and after careful consideration and recommendation of the Committee of Independent Expert (Kanungo Committee) and the corrective suggested by OERC, the State Govt. vide notification No.1068 dtd.29.01.2003 have decided to keep in abeyance of the effect of up-valuation of asset of OHPC and GRIDCO from the FY 2001-02 till 2005-06 or the sector turns around whichever is earlier to avoid re-determination of tariff for past years and also redetermination of assets of various DISCOMs. For this purpose, depreciation would be calculated at pre-92 norms notified by Govt. of India. After the expiry of the FY 2005-06 the Commission have recommended to keep in abeyance the effect of up-valuation for a further period of five years.

(d) Based on the recommendation of the Commission as suggested above, State Govt. in their notification No.R&R-I-15/2009/81, En, dt.06.01.2010 have extended the concession and stipulations as indicated below:- 

(i) The bonds issued by GRIDCO and OHPC, to the State Govt. consequent upon revaluation of assets shall not carry any interest for a further period of five years from FY 2006-07 to FY 2010-11. 

(ii) The additional equity share, allotted to the State Govt. based on revaluation of assets, should not earn any Return on Equity for a further period of five years from FY 2006-07 to FY 2010-11. 

(iii) Both GRIDCO/OPTCL and OHPC would be entitled to depreciation on the revalued (pre-92) assets. 

(iv) Both GRIDCO/OPTCL and OHPC shall repay the principal amount of the loan amount actually taken from the State Govt. along with the interest as per the terms and conditions of loan other than those attributable to the revaluation of assets. 

(v) The State Govt. investment actually made in Upper Indravati Project, excluding the normative equity, should yield return to the State Govt. with effect from FY 2010-11 after clearance of loan liabilities of PFC. However, interest at the rate of 7% should be charged and paid on this investment from FY 2006-07 onwards. 

(vi) Return on Equity on the old Hydro Power Plants may be allowed to OHPC, in respect of new projects commissioned after 01.04.1996. 

(e) Since there was some omissions and commission and addition of new stipulations in the notification dt.06.01.2010, in deviation of the notification dt.29.01.2003 read with notification dt.06.05.2003, the Commission in their letter No.3235 dt.27.01.2010 has suggested for amendment of the notification dt.06.01.2010 of the State Govt. 

(f) Since the Kanungo Committee had recommended keeping in abeyance the up-valuation of assets, moratorium on debt servicing etc. till the sector as a whole turn- around and since the benefits of proposed investment by State Govt. and DISCOMs would be felt only after few years, the Commission have already advised the State Govt. to take the following steps vide their letter No. DIR(T)-344 / 2008 (Vol-III) -4440 dated 19.7.2010.: 

(i)
GRIDCO/OPTCL and OHPC would be entitled to depreciation on the assets prior to revaluation, calculated at pre-92 norms notified by Govt. of India, as per the direction of Hon’ble High Court of Orissa. 

(ii)
Moratorium on debt servicing by GRIDCO and OHPC to the State Govt. would be allowed till the power sector turns-around except the amount in respect of loan from the World Bank to the extent the State Govt. is required to pay to the Govt. of India. 

(iii)
GRIDCO & OHPC shall not be entitled to any RoE till the sector become viable on cash basis.  The State Govt. investment actually made in Upper Indravati Project, excluding the normative equity, should yield return to the State Govt. with effect from FY 2010-11 after clearance of loan liabilities of PFC. However, interest at the rate of 7% should be charged and paid on this investment from FY 2006-07 onwards.  Return on Equity on the old Hydro Power Plants may be allowed to OHPC, in respect of new projects commissioned after 01.04.1996. 

(g) The above concessions/Govt. support, indicated in para-6(f) are subject to the following stipulations: 

(i)
The State owned utilities viz. OHPC, GRIDCO and OPTCL earning accounting/book profit are made to utilize the same for capital investment, servicing of Govt. loan and payment of dividend. 

(ii)
The Private Distribution Companies are to service the State Govt. loan relating to World Bank and APDRP assistance passed on to them through an enforceable mechanism approved by OERC. 

(h) The State Govt. in response to the letter of Commission vide No.4440 dtd.19.07.2010 have extended the following concession in their letter No.2404 dtd.21.03.2011. The extract of the letter is given below: 
i)
Moratorium on debt servicing by GRIDCO & OPTCL and OHPC to the State Government till the power sector turns around except the amount in respect of loan from the World Bank to the extent to the State Government is required to pay to Government of India.

ii)
Keeping in abeyance the effect of up-valuation of assets of OHPC and GRIDCO/OPTCL till the sector turns around.

iii)
The OHPC, GRIDCO & OPTCL shall not be entitled any RoE till the Sector becomes viable on cash basis.

(i) Government in Finance Department, after careful examination of the issues, have observed that “an open ended commitment by the State Government to extend this supportive measures would be undesirable. At the first stage these supports may be continued till 2012-13 after which a review should be made by the State Government and on that basis a view could be taken on the need for further extension of these measures”.
(j) The Commission would therefore like to request the State Govt. to issue the amended notification as suggested by the Commission vide their letter No.4440 dtd.19.07.2010, so that this would appropriately be reflected while determining the annual revenue requirement of the distribution licensees for the year 2012-13. In absence of specific communication in this regard by 31.01.2012, the Commission would assume the extension of the benefit notified on 29.01.2003 & 06.05.2003 till the sector as a whole turns around. 
7. Mandatory purchase from Renewable sources

(a)
Section 86(1)(e) of the Electricity Act, 2003 read with para 6.4 of the National Tariff Policy notified on 6th June, 2006 mandates the State Electricity Regulatory Commission to fix a minimum purchase of total consumption for purchase of energy from renewable energy sources such as mini/small/hydro/solar/wind/ biomass/waste-heat process etc. 

Accordingly, OERC has notified the OERC (Renewable & Co-generation Purchase Obligation and its compliance) Regulations, 2010 on 30th September, 2010. Accordingly, the Commission has fixed minimum quantum of purchase in percentage for Orissa as indicated below: 

	Year-wise target
	Minimum quantum of purchase in percentage 

(in terms of energy consumption in the State in KWH)

	
	Renewable
	Co-generation
	Total

	
	Solar 
	Non-solar
	
	

	2009-10 (Actual)
	-
	0.80
	3.45
	4.25

	2010-11
	-
	1.0
	3.50
	4.5

	2011-12
	0.10
	1.20
	3.70
	5.0

	2012-13
	0.15
	1.40
	3.95
	5.5

	2013-14
	0.20
	1.60
	4.20
	6.0

	2014-15
	0.25
	1.80
	4.45
	6.5

	2015-16
	0.30
	2.00
	4.70
	7.0


In case the actual purchase from Renewable sources falls below the percentage specified above, the obligated entities are required to purchase the Renewable Energy Certificates (RECs) from Power Exchanges at higher cost within floor and forbearance price fixed by CERC. This implies that the energy to the extent of requirement is to be purchased apart from higher cost RECs. This would result in higher tariff implication for the consumers. 

(b)
In order to reduce the impact of tariff on consumers on account of failure to achieve the prescribed minimum percentage of energy from Renewable sources, the State Govt. is required to take proactive steps to exploit all the mini and small hydro sources of Odisha which is to the tune of 480 MW in a systematic manner. For this purpose, the Commission had conducted a number of Meetings with concerned Govt. Departments and agencies like OREDA, EIC, Water Resources, EIC (Ele.)-cum-PCEI, GRIDCO and DISCOMs etc. In the Meeting held on 27.06.2010, it was observed that

· DPR of the above 14 projects have already been approved and techno-economic clearance have accorded by STC but pending for the approval of Construction Drawings. (Category-A)
· Besides the above, PFRs of 15 Projects already approved by STC. Developers have already submitted their DPR & TEC which are pending at STC for approval.(Category-B)
The Commission, in the meantime had issued Practice Directions to Energy Deptt., W.R. Deptt. and others to take proactive steps to maximize generation from renewable sources particularly from mini and small hydro sources. Keeping in view no development has taken place in this regard the Commission in its letter dtd.20.01.2011 had advised the Department of Energy & Water Resources to hold meeting and review specifically the category (A) projects and issue direction to EIC, Water Resources to give formal clearance of construction drawings vetted by premier institutions and CPSUs like WAPCOS, NHPC etc. as agreed in the meeting taken by the Chief Secretary on 11.05.2010 for development of small hydel projects so that at least 12 nos. of SHEPs of about 170 MW can be taken up for construction by the developers by March, 2011 and the state of Odisha will be saved from purchasing of the costlier RECs to meet the RPO from the year 2011 onwards. Further, the Commission had conducted a Meeting on 17.06.2011 with the concerned Govt. Departments and Agencies including some Project Developers where the following action points were emerged:

(i) The Group of Engineers of W.R. Deptt., EIC (Elect.) & OHPC would continuously meet for finalizing their recommendation to STC on such applications having viable hydrology and non-interference of any of the existing and future Projects to come up. This exercise should be completed by 15th August, 2011.
(ii) It is understood that the STC Meeting has not taken place during June, 2011 for disposal of the pending cases (Ref:- Decision of Joint meeting of Secretary, W.R. Deptt. & Energy Deptt., Govt. of Odisha on 25.05.2011) due to non-receipt of the recommendation of the Group of Engineers. It was decided that STC should meet by 31st August, 2011 to dispose all pending cases. 
(iii) All SHEP Developers present in the Meeting agreed to bear the cost of vetting and approval of Drawing and Design (Ref: decision taken in Chief Minister’s meeting on 14.01.2011) as well as Construction of Monitoring of SHE Projects till commissioning. 

(c)
The Commission had suggested to undertake all category (A) & category (B) SHEPs in the State on war-footing basis. The Commission observed that there was a Joint Meeting of Department of Water Resources and Department of Energy on 02.07.2011 to review the issues on Small Hydro Electric Projects, where the following decisions were taken:

1. A team of engineers from Department of Water Resources, OHPC & EIC(Electricity) which has already started scrutinizing the pending proposals of private developers will expedite the process of checking the interference and the hydrology (water-availability) issues involved in the 33 no. proposals for which MoUs have been signed and wil complete the task by July, 2011. The group will sit on every Friday regularly and finalize a few proposals on weekly basis so as to complete the task before July end.
2. Rest of the fresh proposals where developers have submitted Pre-Feasibility Reports will be examined and finalized by the group of engineers for their interference and water availability before the end of August, 2011.
3. GRIDCO will assist in financial assessment of the Developers & Financial viability of the proposal.
4. It was decided in the meeting taken up under the Chairmanship of the Honorable Chief Minister on 14.01.2011 to entrust the approval work of the drawings and design of SHEPs to WAPCOS, a Government of India Agency. The drawings and design of the SHEPs for which MoUs have been signed will be given to WAPCOS for approval. The drawings and designs of the SHEPs will be adopted by the State Technical Committee (STC) after their approval by the WAPCOS. Necessary Government Orders to this effect will be obtained by the Department of Energy.
5. EIC(Ele.) will contact WAPCOS for their offer on Terms of Reference (ToR) for taking up the approval work. The STC will examine and accept the ToR and send it for approval of the Government.
6. The cost of checking and approval of the drawings & design by WAPCOS shall be borne by the Developer.

(d)
The Commission feels that there is inordinate delay in granting final clearance of the Small Hydro Projects resulting in delay in exploiting the small and mini hydro potential result and this delayed action now would entail in higher impact on tariff, arising out of purchase of Renewable Energy Certificate (RECs) due to failure in achieving the prescribed percentage of Renewable energy as per OERC RPO Regulation, 2010.  
(e)
The Commission vide para 15.9 of the Order dtd. 23.09.2011 in Case No. 64/2011 has directed the Energy Department to constitute a High Level Committee under the Chairmanship of Principal Secretary, Water Resources Department to review the Status of development of all Small/Micro/Mini Hydel Projects once in each quarter. 
Secretary, DoE, MD, OHPC, CE, WAPCOS, EIC (Water Resources) and EIC (Electricity) should be the members of this High Level Committee. The State Govt. should intimate the Commission on the action taken on the constitution of High Level Committee suggested by the Commission. 
(f)
OREDA – the State Agency has assessed the potential of Renewable Energy sources as under. Against the assessed potential of 16230 MW our achievement as on 30.11.2011 is only 81 MW as under:
(In MW)

	Assessment Vrs. Achievement of RE

	Source
	Potential
	Achievement upto 30.11.2011

	Wind
	1700
	NIL

	Solar
	14000
	4

	Biomass
	350
	20

	Small Hydro
	160
	57

	Municipal waste
	20
	-

	Total
	16230
	81


(g)
As can be seen from the table above, the progress of development of Renewable Energy projects in State of Odisha is very tardy in spite of the fact that there lies huge potential in terms of setting up of RE plants such as solar, wind, biomass and small hydro projects. Commission has announced attractive generic tariff for these plants. In Odisha only four solar PV projects of 1 MW capacity have been set up at sadeipalli (Bolangir) and Barang (Cuttack) Patepada (Khurda) and Deogaon. One biomass project of 20 MW capacity at Dhenkanal has recently been connected to grid. Only three (3) SHP Electric projects at Middle Kolab, Lower Kolab and Samal Barrage are operational. Odisha lags behind many States such as Tamil Nadu, Maharastra, Gujurat, Haryana & Rajasthan in attracting Developers for RE projects in spite of having huge potential in the State.  

The Commission conducted Public hearings on 08.09.2011 and 17.09.2011 on “Harnessing Renewable Power to meet Renewable Power Obligation (RPO)” and vide para 15.8 of the order dtd. 23.09.2011 directed the State Govt. to constitute a High Level Committee under the Chairmanship of CMD, GRIDCO to review the status of all RE Projects (excepting Small Hydro) once in each quarter so as to meet the RPO of the State. The Commission suggested that the Energy Department should issue the notification constituting the High Level Committee on or before 15.10.2011. The State Govt. should intimate the Commission the action taken to constitute the aforesaid High Level Committee to meet RPO. Failure to achieve the Renewable Energy purchase obligation will result in higher tariff implication.
8. Capacity Addition : 

(a)
With increase in the present level of consumption by the existing consumers and with increase in the number of consumers, the consumption of electricity would increase manifold. The mismatch between demand and supply is going to increase. A table below indicates the deficit(-)/surplus(+) power scenario in Odisha during 12th plan period.

(All in MW)

	FY
	Peak Demand as per 17th EPS of CEA
	Maximum Peak Demand that can be met
	Deficit(-)/ Surplus(+)

	2011-12
	4459
	3125
	(-)1334

	2012-13
	4783
	3650
	(-)1133

	2013-14
	5130
	4050
	(-)1080

	2014-15
	5502
	4200
	(-)1302

	2015-16
	5902
	5880
	(-)  22

	2016-17
	6330
	9768
	(+)3438



(b)
As the Odisha power sector is going to witness shortage scenario upto 2015-16, Commission have directed the Department of Energy in Case No.64/2011 vide order dtd.23.09.2011 to lay emphasis on immediate starting of OPGC-Stage-II (2x660 MW) and TTPS-Stage-III (2x660 MW) during FY 2011-12 so that Odisha can get the power from these brown-field expansion project from FY 2014-15 so as to avoid the power shortage from FY 2015-16 onwards. The Commission in the above stated order have directed the following:
“As Odisha Power Sector is expected to witness the shortage scenario up to FY 2015-16, we hereby direct that Secretary, Dept. of Energy should review the project status of all IPPs/MPPs which have signed MoUs with the State Govt. once every month. It is also desirable that the Chief Secretary should review the status of all such Power Projects once in each quarter so as to ensure coordinated implementation of MoU based Projects and enable commissioning of Projects so that power flow commences to ward off shortages.”
(c)
Action taken by State Govt. to expedite capacity addition to meet the deficit situation may be intimated.

9. Revised Design Energy of the Hydro Stations of OHPC

(a) The average generation tariff for hydro stations for 2010-11 with the existing approved designed energy was fixed at 64.40 p/u (excluding Machhkund) but with the revised design energy the tariff would have been 74.54 p/u being 9.34 p/u higher. Similarly for 2011-12 the average energy charges have been fixed at 68.01 paise per unit and with revised design energy the energy charges would have been 78.72 paise per unit being 9.86 paise per unit higher. This would be evident from the table given below:-

Summary of OHPC Tariff

	
	
	2007-08
	2008-09
	2009-10
	2010-11
	2011-12

	1.
	ARR approved (Rs.cr.)

	
	Old Stations
	162.14
	169.12
	192.87
	215.06
	232.20

	
	UIHEP
	130.46
	130.68
	142.47
	146.82
	149.97

	
	Sub-Total
	292.60
	299.80
	335.34
	361.88
	382.18

	
	Machkund
	4.78
	6.64
	3.65
	5.76
	5.79

	
	Total
	297.38
	306.44
	33.99
	367.64
	387.96

	2.
	Design Energy (existing) MU

	
	Old Stations
	3676.86
	3676.86
	3676.86
	3676.86
	3676.86

	
	UIHEP
	1942.38
	1942.38
	1942.38
	1942.38
	1942.38

	
	Sub-Total
	5619.24
	5619.24
	5619.24
	5619.24
	5619.24

	
	Machkund
	262.50
	262.50
	262.50
	262.50
	262.50

	
	Total
	5881.74
	5881.74
	5881.74
	5881.74
	5881.74

	3.
	Average Tariff (p/u)
	
	
	
	
	

	
	Old Stations
	44.10
	46.00
	52.46
	58.49
	63.15

	
	UIHEP
	67.16
	67.28
	73.35
	75.59
	77.21

	
	Sub-Total
	52.07
	53.35
	59.68
	64.40
	68.01

	
	Machkund
	18.21
	25.30
	13.90
	21.95
	22.05

	
	Total
	50.56
	52.10
	57.63
	62.51
	65.96

	4.
	Design Energy (revised) MU

	
	Old Stations
	3167.81
	3167.81
	3167.81
	3167.81
	3167.81

	
	UIHEP
	1686.78
	1686.78
	1686.78
	1686.78
	1686.78

	
	Sub-Total
	4854.59
	4854.59
	4854.59
	4854.59
	4854.59

	
	Machkund
	262.50
	262.50
	262.50
	262.50
	262.50

	
	Total
	5117.09
	5117.09
	5117.09
	5117.09
	5117.09

	5.
	Average Tariff (p/u)

	
	Old Stations
	51.18
	53.39
	60.88
	67.89
	73.30

	
	UIHEP
	77.34
	77.47
	84.46
	87.04
	88.91

	
	Sub-Total
	60.27
	61.76
	69.08
	74.54
	78.72

	
	Machkund
	18.21
	25.30
	13.90
	21.95
	22.05

	
	Total
	58.12
	59.89
	66.25
	71.85
	75.82

	6.
	Difference

(5-3) p/u
	7.56
	7.79
	8.61
	9.34
	9.86



(b)
If the revised design energy of the hydro stations as suggested by OHPC is accepted the tariff for hydro stations would have increased by considerable amount on account of reduced design energy excluding the rise in cost of operation etc. The views of the State govt. may be furnished regarding the desirability or otherwise of accepting the proposed revised design energy of the hydro stations.
10. Exploiting the Captive sources:- the rate and legal implication 

(a) The state of Odisha is presently having 64 captive generating plants having almost 6000 MW installed capacity which is significantly more than the installed capacity of Odisha which is about 4800 MW including Odisha Central Sector share. The CGPs have supplied 454.87 MU in FY 2008-09, 2967.09 MU in FY 2009-10 and 3021.23 MU in FY 2010-11. 

Govt. of Odisha, DoE vide notification No.9485 dtd.25.11.2011 has come out that due to less generation of about 1600 MU in water year 2011-12 ending 30th June, 2012, serious deficit situation in the power availability in the State is being felt. In view of such exigencies and extraordinary circumstances, State Govt. in public interest has directed all CGP in the state under Section 11 of Electricity Act, 2003 to generate power at full exportable capacity by maximizing their power generation and inject surplus power to the state Grid to enable the state Govt. to tide over the situation. 
(b) The Commission has reduced the price of purchase of power from CGP with effect from 01.11.2010 as indicated below:
	Supply Quantum per Month
	Supplying 100% surplus Firm Power to GRIDCO
	Supplying 60% & above surplus Firm Power to GRIDCO and balance export through Open access.

	Supply upto 7.3 MU per month (~ 10 MW Avg. and below)
	Rs.2.75 per KWh
	Rs.2.75 per KWh

	Incremental energy above 7.3 MU/month and upto 36 MU/month (~ above 10 MW and upto Avg. 50 MW)
	Rs.3.10 per KWh
	Rs.3.00 per KWh

	Incremental energy beyond 36 MU/month (above ~ 50 MW)
	Rs.3.25 per KWh
	Rs.3.20 per KWh

	Any injection over the implemented schedule at a frequency of 50.20 Hz and above
	Free Power to State Grid
	Free Power to State Grid

	who would supply inadvertent power/ infirm power within the Operating Frequency Band of 49.50 to 50.18 HZ 
	paid at the pooled cost of State hydel power which is 62.51 Paise/KWh for FY 2010-11
	paid at the pooled cost of State hydel power which is 62.51 Paise/KWh for FY 2010-11


The CGPs have requested the Commission for upward revision of surplus power to be supplied to GRIDCO in view of rising cost of coal and furnace oil etc. In view of such exigencies the state Govt. may indicate the price of surplus power from CGPs for taking appropriate decision by the Commission while finalizing the tariff for 2012-13. 
(c) Further it may be clarified how surplus power injected by CGPs could be deemed as captive consumption as has been notified by State Govt. for the year 2011-12, under what rule? Whether such dispensation would also be applicable for 2012-13? The CGPs are established primarily for consumption of energy in its parent industrial unit on the ground of both relatively cheaper than grid power as well as on the ground of reliability. Once establishment of a CGP is granted to any Industrial Unit, the Distribution licensee got deprived of subsidizing category of consumer. The qualifying criteria of a CGPis that a minimum 51% of its generation is consumed by the parent industrial unit, so that the concession so granted, including duty exemption, is not misutilized for establishing higher generation capability in the guise of CGP purely on profit motive on sale of electricity to State utility and under open access on merchant basis. 
11. Rural Electrification vis-à-vis requirement of revenue subsidy by the State Govt.

(a)
It has been submitted by the DISCOMs that BPL consumers are paying at flat rate of Rs.30 per month for consumption of 30 units. Due to RGGVY & BGJY the number of BPL consumers has risen from 89250 to about 6.50 lakhs at the end of 2010-11 and this may further increase upto 40 lakhs by end of 2011-12. As the State govt. is committed to ensure 100% rural electrification and provide electricity connection to all BPL families the distribution companies have submitted that since they are realizing only Rs.1 per unit and the cost of supply would be more than Rs.4 during 2011-12 and in subsequent years it may further increase, they would incur substantial loss on account of consumption by the BPL families. In this connection they have also drawn attention to the provision of clause (H) and (I) of the agreement entered into between NTPC, REC, DISCOMs and the State Govt. which is extracted below:-

“H.
Government of Orissa and NESCO commit that they shall ensure:

(a)
Determination of bulk supply tariff for franchisees in a manner that ensures their commercial viability.

(b)
Provision of requisite revenue subsidy by the State Government to the State Utilities as required under the Electricity Act, 2003.

I.
(ii)
The provision of requisite revenue subsidy to the State Utilities, as required under the Electricity Act, 2003 - Revenue sustainability arrangement shall be ensured in the project area and based on the consumer mix and the prevailing consumer tariff and likely load, the Bulk Supply Tariff (BST) for the franchisee would be determined after ensuring commercial viability of the franchisee. This Bulk Supply Tariff would be fully factored into the submissions of the State Utilities to the State Electricity Regulatory Commissions (SERCs) for their revenue requirements and tariff determination” The State government under the Electricity Act, 2003 is required to provide the requisite revenue subsidies to the state utilities if it would like tariff for any category of consumers to be lower than the tariff determined by the SERC”

(iii)
Adequate arrangement for supply of electricity without any discrimination in the hours of supply between rural and urban households.

(b)
In this connection, it is to be noted that while fixing tariff for BPL category consumers or other vulnerable sections of the society, Commission has to be guided by the provision of para 5.5.2 of the National Electricity Policy which states that a minimum level of support may be required to make electricity affordable for consumers of very poor category. Consumers Below Poverty Line (BPL) who consume below a specified level say, 30 units per month may receive special support in terms of tariff which are cross subsidized. Tariff for such designated group of consumers will be at least 50% of the average (overall) cost of the supply.

Thus, as per the provision of para 5.5.2 of the National Electricity Policy Commission is required to fix a tariff for BPL consumers which should not be less that 50% of average cost of supply and the balance has to be borne by the state government as a revenue subsidy as per the Section 65 of the Electricity Act, 2003.
(c)
The Commission would, therefore, like to invite comment/suggestion of SAC, including the State Govt. regarding mandatory fixation of tariff at least at 50% of the average cost of supply as per 5.5.2 of National Electricity Policy for such consumers like BPL (Kutirjoyti), Irrigation Pumping and Agriculture, Allied Agricultural Activities where the present tariff is much less than 50% of average cost of supply. Further assuming tariff for such category of consumers are fixed at 50% of average cost of supply as mandated as per 5.5.2 of NEP, whether State Govt. is prepared to provide subsidy under Section 65 of 2003 to meet balance cost of supply for such category of consumer.

12. Timely payment of electricity charges by Government  departments, Urban Local Bodies, Rural Local Bodies, Public Sector Undertakings, Co-operative Departments, Autonomous Organizations etc.

(a)
It was brought to the notice of the Commission that most of the Government departments, Urban Local Bodies, Rural Local Bodies, Public Sector
 Undertakings, Co-operative Departments, Autonomous Organizations etc. under the control of the State Government are not paying electricity dues in time. Commission from time to time had brought these serious issues to the notice of the State Government as indicated below:-

(i) Letter No. Secy/066/2007/751 dated 09.4.2008

(ii) Letter No. Secy…/066/2000/4002 dt. 27.5.2010

(iii) Chairman’s D.O. letter No.OERC/Engg/2006/8.7.2010 addressed to the Chief Secretary, Odisha.

In response to the advice of the Commission the Finance Department in their letter No.22240 (225) and 22245(4) dt.25.4.2008 had issued instructions to all concerned department of Government to take steps for timely payment of electricity dues. This was also followed up by the Finance Department in their letter No.36938(4) dt.26.8.2010 addressed to the Secretary, Public Enterprise Department, Co-operative Department, Housing & Urban Development Department, Panchayat Raj Department and letter No.36933(225)/F dt.26.8.2010 addressed to the Principal Secretary/ Secretary of all Govt. Departments and Heads of Department in which instructions were issued for reconciliation of payment of outstanding dues of distribution companies within 30.9.2010. Energy Department have also followed up the instruction of the Finance Department from time to time as a result of which there has been some improvement in payment of electricity dues by various Government departments, Urban Local Bodies, Rural Local Bodies, Public Sector Undertakings, Co-operative Departments, Autonomous Organizations, etc

Despite several instructions issued from time to time the arrear outstanding as on 31.03.2010 at Rs.403.29 cr. has increased to Rs.434.89 cr. as on 31.03.2011 which may be seen from the table placed below:

OUTSTANDING GOVT ARREARS-Total (Rs Lakh)
	SL No.
	GOVT. DEPARTMENTS
	AS ON 31.03.2010
	AS ON 31.03.2011
	ARREAR ADDED

	1
	Housing & Urban Development
	 
	 
	 

	(i)
	PHD(Urban)
	11258.71
	11751.02
	492.31

	(ii)
	Others
	87.67
	106.54
	18.88

	 
	Total
	11346.38
	11857.57
	511.19

	2
	Rural Development
	 
	 
	 

	(i)
	Rural Water Supply (RWSS)
	1336.37
	1466.97
	130.60

	(ii)
	Others
	118.49
	117.61
	-0.88

	 
	Total
	1454.86
	1584.58
	129.72

	3
	Irrigation(WR)
	 
	 
	 

	(i)
	Lift Irrigation
	3588.49
	3811.29
	222.80

	(ii)
	Panipanchayat
	78.27
	155.84
	77.57

	(iii)
	Others
	364.00
	386.00
	22.00

	 
	Total
	4030.76
	4353.13
	322.37

	4
	Home Deptt
	 
	 
	 

	(i)
	Judiciary
	23.90
	32.97
	9.07

	(ii)
	Police
	150.20
	184.84
	34.64

	(iii)
	Jail
	0.44
	0.21
	-0.23

	(iv)
	Others
	297.70
	349.87
	52.17

	 
	Total
	472.24
	567.89
	95.65

	5
	Law Deptt
	 
	 
	 

	(i)
	Judicial courts
	209.92
	226.96
	17.04

	(ii)
	Endowments
	84.74
	15.89
	-68.85

	(iii)
	Others
	0.44
	0.21
	-0.23

	 
	Total
	295.10
	243.06
	-52.04

	6
	Panchayat Raj Deptt
	 
	 
	 

	(i)
	Zila Parishada
	0.00
	0.00
	0.00

	(ii)
	Panchayat Samiti
	1483.09
	1622.24
	139.15

	(iii)
	Grampanchayat
	72.91
	74.35
	1.44

	(iv)
	Other Establishments
	0.00
	0.00
	0.00

	 
	Total
	1556.00
	1696.59
	140.59

	7
	School & Mass Education
	1280.10
	1356.81
	76.71

	8
	Higher Education
	514.85
	590.54
	75.69

	9
	Industries
	 
	 
	 

	(i)
	Technical Education
	24.74
	26.14
	1.40

	(ii)
	Other Establishments
	85.50
	87.85
	2.35

	 
	Total
	110.24
	113.99
	3.75

	10
	Revenue
	518.92
	584.81
	65.89

	11
	Works
	523.49
	599.81
	76.32

	12
	Fisheries & Animal Resources
	 
	 
	0.00

	(i)
	Fisheries 
	21.46
	20.80
	-0.67

	(ii)
	Veterinary
	224.28
	244.70
	20.42

	(iii)
	Others
	0.00
	0.00
	0.00

	 
	Total
	245.74
	265.49
	19.75

	13
	Forestry
	214.88
	221.87
	6.99

	14
	Health & Family  
	545.38
	612.75
	67.37

	15
	Other Departments
	998.23
	1096.25
	98.02

	 
	Total State Government
	24107.17
	25745.14
	1637.97

	16
	Urban Local Bodies
	 
	 
	 

	(i)
	Municipal Corporations
	577.12
	609.85
	32.73

	(ii)
	Municipality
	6980.43
	7692.66
	712.23

	(iii)
	NAC
	2375.97
	2554.97
	179.00

	 
	Total
	9933.51
	10857.47
	923.96

	17
	Co-Operatives
	 
	 
	 

	(i)
	Spinning Mills
	567.16
	570.18
	3.02

	(ii)
	Other Establishments
	178.59
	187.83
	9.25

	 
	Total
	745.75
	758.02
	12.27

	18
	PSU
	 
	 
	0.00

	(i)
	OSFC
	3.76
	3.93
	0.17

	(ii)
	Orissa Forest Corporation
	9.85
	9.96
	0.11

	(iii)
	Gridco
	347.36
	362.30
	14.94

	(iv)
	OLIC
	1462.62
	1515.83
	53.21

	(iv)
	Others
	3719.00
	4235.96
	516.96

	 
	Total PSU
	5542.59
	6127.97
	585.38

	 
	Total Others
	16221.85
	17743.46
	1521.61

	Total Outstanding Arrear
	40329.02
	43488.60
	3159.58


Note: The above information has been compiled from the performance review of the distribution companies.
(b)
Action taken by the State Govt. to ensure payment of the arrear outstanding electricity dues and current dues in time may be intimated. Further, State Govt. may give their comment on the proposal to install pre-paid meters in the persistently defaulting establishments of Government, semi-Government,  and PSUs.
13. Policing action to curb theft
(a)
With regard to establishment of energy police station and to ensure effective functioning, Commission has been advising the state government from time to time. The Chairman, OERC in his DO letter No.4933 dated 17.9.2010 addressed to the Chief Secretary has suggested as under:-

“While the DISCOMs certainly need to do their bit by checks, inspections, automated meter reading and various applications of IT, police action by arrests and prosecution has a considerable salutary effect on the general environment of theft prevention. Of the thirty four (34) Energy Police Stations that have been sanctioned, only fifteen (15) are operational and that too, not fully. The inadequacy of personnel and infrastructures has not quite helped in making them fully operational and effective. The specially designated Courts for the trial of all electricity related offences also suffer from the inadequate availability of men and materials.
The line of command and control of the Energy Police Station is currently an integral part of the general Police Administration as a result of which their special role gets diluted, amidst the competing needs of general law and order and crime control. They need to stand apart from the general run of police administration and act on a dedicated basis in tandem with the DISCOMs who are distributing and supplying electricity.
I would suggest in this connection the West Bengal model where a very senior police officer at the level of an IG works with the West Bengal State Electricity Distribution Company Ltd. (WBSEDCL) and is responsible for theft prevention, detection prosecution and liaison with the police. West Bengal though has only one DISCOM for the entire State while we have four (4) DISCOMs. We would, therefore, consider having one senior officer working with the Dept. of Energy and being responsible for theft prevention and detection in all the four (4) DISCOMs. He could supervise and monitor the working of all the Energy Police Stations and ensure their effective functioning. As an officer of the State’s police administration, he could liaise easily with the police and act as a bridge between the Electricity Utilities and the Police.
If we can reduce the AT&C losses to a reasonable level and prevent theft fully, it would not only mean huge revenue gains for the DISCOMs but also fairly large increases by way of Electricity Duty for the State Govt.

Theft is the most important cause for a humungous amount of the commercial losses, more often than not in connivance with the unscrupulous employees of the DISCOMs. This is a situation of unsustainable burden on the honest and paying consumers, overloading of lines and transformers, break down of supply, load shedding, increases in tariffs, indifferent service standards and huge problems in billing and collection. While the DISCOMs must systematically set about the curbing of losses by system upgradation and proper billing and collection, they need to be aided by the State and the machinery of the police in prevention and detection of theft, with penal action against the thieves. The DISCOMs need to be backed to the hilt by the State administration in curbing such losses.”
(b)
The Commission would like to know the exact steps taken by the State Govt. to act on the advice of the Commission indicated above from time to time. Secondly even though arrests are being made and charges are filed, not a single case has so far been tried State Govt. may like to move High Court to notify the concerned SDJM to try all energy related crimes except for the areas for which special courts have been notified. 
14. CAPEX Programme:
Energy Deptt. in their notification No.9230/En. dt.21.10.2010 have indicated that out of Rs.2400 crore are to be invested for Distribution upgradation during 2010-11 to 2013-14, Rs.300 crores is to be provided during 2010-11 and Rs.600 crores during 2011-12. There was a budget provision of Rs.205 cores during 2010-11 and in that case the total amount to be provided during 2011-12 should be increased to Rs.695 crores. The amount of fund to be provided during 2011-12, 2012-13 by the State Govt. may be indicated for the DISCOMs. Besides, it is understood that the State Govt. have decided to provide Rs.300 crores as viability gap funding @ Rs.60 crores per annum to the OPTCL for construction of Grid S/Ss and associate transmission lines in backward and inaccessible areas to improve in quality of supply, particularly to solve the problem of low voltage in different parts of the State. The exact amount and the nature of State budgetary support to be provided to OPTCL during 2011-12, 2012-13 may be spelt out. 

15. Implementation of Intra-state Availability Based Tariff (ABT)

(a)
OERC in case No.50 of 2010 vide order dtd.14.09.2011 directed OPTCL and SLDC to implement intra-state ABT on real time mode with commercial implication amongst DISCOMs & GRIDCO under Phase-I programme with effect from 1st January, 2012. OERC has further directed SLDC Intra state ABT (Phase-II) in “Mock Mode” with effect from 1st January, 2012 covering all licensees, CGPs, State generators long and short term open access customers etc. so that intra state ABT shall be implemented fully among all stake holders early say within 6 months of implementation of Phase-I of Intrastate ABT.
(b)
There is a mismatch between supply and demand of power in the State and accordingly the State may face unavoidable situation of rationing/regulating the power supply. In response to the staff paper circulated by the Commission, suggestions have been received from certain quarters that high end consumers like industries and other institutions opting to avail uninterrupted power supply should pay higher tariff because GRIDCO have to purchase costly power to ensure uninterrupted power supply to such consumers. This higher tariff may be in the shape of reliable power surcharge or power market surcharge as has been adopted in Pune and in some other states. This would mean having different tariff for different category of consumers and different areas also. Commission would like to know the views and comments of the Members of the SAC on these proposal/suggestions received from the high end consumer groups.
16. Views/Comments/Suggestions of the Members of SAC (including the State Government) on various issues outlined in the preceding paragraphs and summarized below may be communicated latest by 31.01.2012 for due consideration by the Commission while finalizing the tariff design for the year 2012-13.
(i)
Consumers under Kutir Jyoti / BPL category are paying Rs.30 per month for consumption up to 30 units in a month. This rate is continuing since pre-privatized period. The cost of supply for the year 2011-12 was approved at 4.08 paise and taking into account the rise in cost of fuel and other factors the cost of supply may go up during 2012-13. The para 5.5.2 of the National Electricity Policy stipulates that if the venerable category of consumers may be given concessional tariff but tariff for such category cannot be less than 50% of the average cost of supply. Views of the State Govt. may be furnished as to the need for statutory compliances of para 5.5.2 of the National Electricity Policy. …………………
Para 3(a)
(ii)
The tariff for the Irrigation, Pumping and Agriculture has remained unchanged since 2001-02 and while for Allied Agricultural Activities the rate continues since 2009-10. The para 5.5.2 of the National Electricity Policy stipulates that concenssional tariff for any category of consumers shall not be less than 50% of the average cost of supply. This calls for increase in tariff for Irrigation, Pumping and Agriculture and Allied Agricultural Activities etc. in view of the rising cost of generation and supply. Views of the State Govt. may be furnished. …………………………………………
Para 4(b)
(iii)
The Section 65 of the Electricity Act, 2003 mandates that if the State requires grant of any subsidy to any category of consumers or class of consumers in the tariff determined by the State Commission under Section 62, the State Govt. shall pay the subsidy in advance and in such manner as may be specified. The Forum of Regulator in their meeting held on 29.07.2011 while recommending model Tariff Regulation have stipulated that SERC should present separate schedule of tariff with subsidy and without subsidy. If the Govt. intends to give any subsidy to Agriculture, Allied Agricultural activities, Allied Agro Industrial activities, domestic consumers, BPL consumers or any other consumers or class of consumers the same may be intimated to the State Commission for tariff design for the year 2012-13 as prescribed by the Forum of Regulators (para 4(d)).

(iv)
Section 61(g) of Electricity Act 2003 read with Para 8.3.2 of the Tariff Policy stipulates that tariff progressively reflects the cost of supply of electricity and the SERC sould notify road map within 6 months with a target that latest by the end of year 2010-11 tariffs are within ± 20% of the “average cost of supply”. During 2011-12 the LT consumers are being subsidized by 176.04 paise per unit when compared with the cost of supply at voltage wise while the cross subsidy for them is 108.53 paise when compared with the average cost of supply for all consumers taken together.  This constitutes -37% and -26% of the cost of supply at voltage end and average cost of supply for all consumers taken together.

Section 61(g) read with Para 8.3.2 of the Tariff Policy stipulates that cross subsidy should be gradually reduced.  This being the mandatory requirement the present level of cross subsidy provided to LT consumers need to be reduced and + 20% of the average cost of supply is to be achieved by end of 2015-16 as per the model Tariff Guidelines recommended by the Forum of Regulators in their meeting held on 29.7.2011.

The Commission would like to know the views / comments of the State as to whether road map to reduce cross-subsidy to + 20% of the average (overall) cost of supply by 2015-16 as recommended by FOR should be adopted in place of the existing stipulation to reduce cross subsidy to +20% of the cost of supply by 2010-11……………Para 5(e)

(v)
While Assets of OPTCL were upvalued by 522.15 crores, the assets of the Distribution Companies were upvalued by 597.85 crore. The impact of upvaluation of assets for transmission, distribution taken together works out to Rs.1120.00 crore. In case of OHPC the assets have been upvalued by 840.20 crore. Based on the recommendations of the Commission, State Govt. in their notification dated 6.1.2010 have extended the period of keeping the upvaluation of assets in abeyance upto 2010-11. The Commission vide their letter No.4440 dated 19.7.2010 have recommended that the upvaluation of assets of OPTCL, distribution companies and OHPC should be kept in abeyance till the sector turns around. The appropriate notification for extension of such benefit has not yet been received by the Commission. In the absence of specific communication by 31.01.2012 the Commission would assume the extension of the benefit notified on 29.1.2003 and 06.50.2003 till the sector as a whole turns around. ………
Para 6(j)


(vi)
Section 86(1)(e) of the Electricity Act, 2003 read with para 6.4 of the National Tariff Policy notified on 6th June, 2006 mandates the State Electricity Regulatory Commission to fix a minimum purchase of total consumption for purchase of energy from renewable energy sources such as mini/small/hydro/solar/wind/ biomass/waste-heat process etc. According to the OERC Regulation 5.5% of the total consumption for the State is to be purchased during 2012-13 from renewal sources which includes 0.15% from non-solar, 3.95% from co-generation. There is a good potential for hydro power from mini/small hydro projects. Action taken by the State Govt. to maximize the generation from small mini/hydro/solar/wind/biomass/waste-heat process etc may be communicated…………………………………..

para 7(g)

(vii)As per the order dated 23.9.2011 in Case No.64 of 2011, the State is going to face power deficit till 2015-16. Action taken by the State Govt. to reduce power deficit may be communicated….Para 8(c)
(viii)
The OHPC has suggested revision in the design energy on various grounds based on the report of the Expert Committee, if the revised design energy for hydro stations would have been accepted it would have impact on tariff hike by 9.86 per unit in the year 2011-12. However, the Commission have not accepted the proposed revised design energy of the hydro stations and while determining tariff for OHPC Power Stations have taken the original designed energy of those power stations. Views of the State Govt. may be furnished regarding the desirability or otherwise to accept the proposed revised design energy of the hydro stations…………

para 9(b)

(ix)
At present the Captive Generating Plants are supplying their surplus power to GRIDCO at a rate varying from 2.75 paise to 3.25 paise per unit. (para 10) Because of rising cost of coal and furnace oil, the Captive Generating Plants have demanded increase in the cost of power supply to GRIDCO. Further, since the State govt. have issued directions under Section 11 of the Electricity Act, 2003 to inject all their surplus power to the State grid there is likelihood of their loosing captive status by maximizing generation and injection to the State grid to meet the power deficit situation as directed by the state Govt. This would lead to a lot of legal complications for the CGPs because they would be reduced to the status IPPs and in that case the industries consuming power from their own generating unit (Captive status converted to IPP in the given year) would be treated as if availing power from open access thus liable to pay ‘cross subsidy surcharge’. However, for the year 2011-12 the Govt. have stipulated that surplus power supplied to the State Grid would be deemed as captive consumption. Whether the State Govt. would like to extend this stipulation for the year 2012-13? Views and clarification of the State Govt. regarding the proposed price hike for supply of surplus power by the Captive Generating Stations and particularly to legal sanctity of treating power supplied to State Utility as self consumption for the year 2012-13 may be furnished. 




………………………………
Para 10 (b) and 10 (c)
(x)
As per the agreement under RGGVY, the State Govt. is required to provide the requisite revenue subsidy to the State utility. The State Govt. may indicate whether they are prepared to provide subsidy under Section 65 of the Electricity Act, 2003 in respect of the consumers covered under RGGVY & BGJY. ……………..……

Para 11(c)

(xi)
Para 61(g) of the Electricity Act, 2003 stipulates that while determining the tariff the State Commission is to be guided by the factors which would encourage competition, efficiency, economic use of the resources, good performance and optimum investment. Accordingly, while determining tariff for different years Commission have not accepted the distribution loss projected by the distribution companies and have been adopting the normative loss level. Otherwise, their inefficiency, incompetence, slothfulness and criminal callousness would be loaded to the tariff. For example, the distribution companies had projected the distribution loss of 32.95% for the year 2011-12 against 37.96% achieved in 2010-11. But commission while determining tariff for 2011-12 has adopted normative level of distribution loss of 21.71% as approved in the Business Plan for the period 2008-09 to 2012-13. Based on the distribution loss of 21.71% for 2011-12 the average cost of supply was worked out at 408.87 paise per unit. But if the distribution loss of 32.95% projected by the distribution companies would have been accepted by the Commission the average cost of supply would have been 477.47 paise per unit for 2011-12. As per the Business Plan Order the Commission have prescribed the distribution loss of 21.20% for 2012-13. The views of the Members of the SAC including the State Govt. regarding adopting the normative level of distribution loss instead of loss projected by the distribution companies may be furnished. 

(xii)
Despite various instructions from the State Govt. the arrear electricity dues by various Govt. departments, Urban Local Bodies, Rural Local Bodies, Public Sector Undertakings, co-operatives Departments, Autonomous Organizations etc. are not being paid in time. As per the information furnished by the distribution companies the total arrear against various departments and the organization under their control works out to Rs.434.89 crore as on 31.3.2011. Steps taken by the State Govt. to ensure timely payment of electricity dues by various Govt. departments, Urban Local Bodies, Rural Local Bodies, Public Sector Undertakings, co-operatives, Autonomous Organizations etc. may be furnished. Views of the State Govt. may also be furnished regarding provision of pre-paid meter for Govt. Departments and various Organisations under the control of govt. including Govt. departments, Urban Local Bodies, Rural Local Bodies, Public Sector Undertakings, co-operatives Departments, Autonomous Organizations etc. para 12(b).

(xiii)
Though State have sanctioned establishment of 32 energy police stations and so far 19 EPSs have started their function their effectiveness is yet to be felt. The Commission have been advising the State Govt. from time to time to ensure and monitor the effective functioning of the EPSs by a Senior Police Officer, preferably to be posed under the Energy Department. Action taken to ensure effective functioning of the EPSs may be communicated. Further, though some EPSs have made few arrest but these arrest have not yielded the desired effect in the absence of expeditious trial of the culprits. There is need to delegate the trial of the offences under the Electricity Act to the SDJM where Special Courts have not been notified as per the Rule 11 of the Electricity Rules, 2005. These aspects may be carefully examined by the State Govt. in consultation with the Home department and the Hon’ble High Court to work out effective way of curbing theft of energy through effective functioning of EPSs and expeditious trial of energy related offences. ………………………………. Para 13(a) and 13(b)

(xiv)
Views on Capex as outlined in para 14 may be furnished. 

(xv)
In view of power deficit situation there is need for implementation of ABT programme in the State. There is also need to charge additional amount to those high end consumers who want uninterrupted power supply. Views of the State Govt. regarding implementation of ABT and charging higher tariff to the high end consumers opting to avail uninterrupted power supply may be furnished. …….
para15
  Yours faithfully,
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