BEFORE THE ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION * 11-4-660, 5th Floor Singareni Bhavan, Lakdi-ka-pool, Red Hills, Hyderabad – 500 004
1.1
The APCPDCL published a notice on January 4, 2006 calling for objections/suggestions on the ARR and tariff proposals for the year 2006-07.

1.2
A look at the filings show that even the normally available information is not provided in the current filings. Important information like Merit Order, employee costs are not mentioned in this filings by the Licensee. NTPC – Simhadri plant is not mentioned in Form 1.3a: Power Purchase for FY 2006-07 on page 244 while same is mentioned on the previous page for FY 2005-06. Is it an inadvertent mistake or a deliberate action?

POWER PURCHASE COSTS 

2.1
Total energy available during 2006-07 will be 57, 940 mu. Out of this total energy 53,566 mu are going to be procured in the state. APCPDCL’s share out of total power procurement/demand in the state is 43.48%. That is 23, 269 mu (including pool transaction of 653 mu) is going to be purchased by CPDCL. 

2.2
Out of net ARR of Rs. 4,770.43 cr, Rs. 3,979.28 cr (including pool transaction cost of Rs. 97.24 cr) is going towards power purchase costs. That is to say 83.42 % of the ARR collected will go towards power purchases only.    

APGENCO Issues:

2.3.1
Nearly half of CPDCL’s power requirements (11, 095.22 mu) are met by APGENCO plants.Power procurement from APGENCO though cheaper raises many issues:

2.3.2
No long term PPA with APGENCO.

2.3.3
SLBPH:

During the ensuing year SLBPH will be contributing substantial power (1,163.72 MU) to the state grid in which CPDCL’s share will be 505.99 MU. 

According to APERC’s earlier Orders only those units that are over and above the capacity of SRBPH shall be paid Rs. 1.16 per unit. Out of the above contribution of SLBPH how much of it is over and above the capacity of the SRBPH?

APERC did not allow the recovery of fixed cost of SLBPH because of the non-operation of reversible pump mode. Recently it was announced that the reversible pump mode has come in to operation. Then, will the commission agree for recovery of SLBPH’s fixed costs? 

Even for operation of reversible pump mode tail pond is a must. But the construction of the tail pond is yet to take off. The present years rainfall is in a way abnormal, and it cannot be treated as normal. The reversible pump mode became possible because of more than normal water availability at the reservoir.

Even if both the reversible pumping and tail pond are ready water availability of water in the long term at SLBPH is itself doubtful. It is not only because of Almatty and other upper reach projects. Even out of the available water at Srisailam increasing proportion of it will be used for irrigation because of increasing the capacity of Pothireddy paadu regulator and also allocation of 10 TMC of water to KC Canal/Penna Ahobilam Balancing Reservoir (PABR). Under these conditions a tail pond with a capacity to store 1 TMC of water will be of no use. It is advisable to abandon it. Under such circumstances it is imperative to take a final decision on SLBPH.

2.3.4
Nellore Thermal Station

The Nellore Thermal Station (NTS) stands as an example to the irrationality of the merit order being adopted in the state. Per unit total cost of NTS is less than that of all the IPPs. While IPPs are being pampered NTS is forced to close down. It is not only employees working at NTS who are suffering. People of the state have to forego cheaper source of power. Besides this, people of Nellore are already seeing decline quality of power supply. Even when plants like LVS are being paid every year Rs. 30 crore without generating a single unit NTS which is supplying cheaper power is made to close down. We request the Commission to initiate steps to restart the station and avoid unnecessary burden on the consumers. 

2.4
Central Generating Stations (CGS)

Deliberate steps being taken by the central government in the case of coal is adding to the burden of the consumers. Even while cheaper coal is available within the country the central government, particularly its Secretary, Department of Power Mr. Sahi is forcing NTPC to buy costly power from external sources. Because of this during 2005-06 total cost increased by Rs. 142 cr for all the DISCOMs together. In the case of Talcher plant  variable cost per unit increased from   Rs. 0.52 to Rs. 0.80 and in the case of Simhadri plant variable cost increased from Rs. 0.86 to Rs. 1.02 per unit. DISCOMs in the state should negotiate with NTPC for lower variable cost. 

IPP

	Source
	Capacity MW
	Purchases MU
	Fixed Cost Rs. in Crore

	4 Old IPP Plants
	997
	5838.27
	787.72

	NTPC Simgadri
	1000
	7400.00
	452.00

	Difference
	
	1561.73
	335.72


2.5.1
The power plants of the private independent power producers instead of being a boon have turned in to bane of power consumers in the state. Every year hundreds of crores of rupees are being paid to wards excess capital cost. As the above table shows during the ensuing year these four plants will be paid more than Rs.300 cores towards fixed capital. The Congress party which during elections promised to bring down these costs did not take any concrete steps. The Rosaiah Committee and CID probe are mere gestures devoid of any substance. The Hon’ble Commission is duty bound to protect the interests of all the stakeholders including the consumers. If this power purchase cost burden is not taken off the backs of the consumers in the state the Commission will be failing in its duty.

As a tail piece to this it is to be mentioned that GVK is not satisfied with the present capital cost valuation and wants to increase is it to more than Rs. 1000 crore. This only indicates the permissive atmosphere in the sector in the state. The IPPs can get away with their outrageous measures and consumers, honest consumers have nowhere to go. The Commission, which is supposed to come to their rescue thinks it is not its duty. 

2.5.2
Even worse things are going to happen with 4 new gas power plants of IPPs for the first time appearing in the power procurement during the ensuing year. By now it is conclusively proved that gas is not available for these power plants. In order to show that they work gas meant for the old plants is being diverted to these new plants. The fact that during the ensuing year old plants will be generating less power compared to the current and previous years show that deliberate steps are being taken to burden the consumers in the state. We request the Commission to see that gas meant for old plants is not diverted to the new plants.

The total power proposed to be procured from these plants is 2047.63 MU. This is less than the difference between power available (57, 940 mu) in the state and total power proposed to be procured (53,566 mu) i.e., 4,374 MU. This implies that the absence of these plants do not affect the availability of power in the state. This further implies that these plants are needed.

The consent given by the Commission to the agreement between IPPs and Transco/GoAP to postpone commercial operation only helped these plants to escape payment of liquidated damages. Particularly this helped Konaseema, which is not in a position to start to breath easy. It is also to be mentioned that even after the Commission’s consent except Konaseema no other IPP signed the revised PPAs with TRANSCO. 

During the first two years of the control period these plants are shown to be producing 20 percent of their capacity, but during the third final year of the control period these plants are shown to be working to their full capacity. Do they have any conclusive evidence/undertaking that gas will be fully available by that time?

In the background of all this we request the Commission not to allow the four new gas based power plants, namely GVK Extension, Vemagiri, Gautami and Konaseema, to be included in the power procurement plan. These four plants are not needed to meet the power requirements of the state and even if they want to provide the non existent demand they do not have the required fuel. Simply there is no reason for their existence. It is the duty of the Hon’ble Commission to see that consumers are not burdened with unreasonable demands.  

2.6
LVS Mini Power Plant

LVS continues to be owners pride and neighbours’ envy. Even not doing as much as lifting a leaf every year it is raking in more than Rs. 30 crore. This money is supposed to also go towards maintaining the plant to be ready for generation that is to say making it available to the state grid. But nothing like that appears to be taking place. Even when power procurement from this plant is needed it was not made to generate the same but costly power is being procured from other sources. Nowhere no plant under the public gare can receive such treatment. Even when variable cost from LVS is only Rs. 2.75 per unit (page 141 of APTRANSCO’s ARR for the year 2005-06) APTRANSCO procured power at Rs. 4.03 per unit from the central generating stations during the summer of 2005. APTRANSCO and consumers in the state in turn would have saved considerable amount if the LVS was made to go on stream. We are apprehensive that deliberate steps are being taken to shield LVS at the cost of consumers’ interests. 

We learn that PPA with LVS is redrawn to the benefit of the IPP, and to the detriment to the interests of the consumers (Enclosure -1). While plants take less than three days to start power generation under the revised PPA, LVS is allowed seven day period to start power generation. We would like to know whether the Commission has given consent to this revised PPA. 

We request the Commission to take suitable steps to see that the consumers in the state are saved from this avoidable burden.

INVESTMENTS AND THEIR RATIONALE

	Particulars
	2004-05 Actuals
	2005-06 Current Estimates
	2006-07 Projections

	Capital Expenditure
	342.02
	466.83
	621.70


3.1
CPCDL is spending crores of rupees every year on system improvement. According to the present filing this capital expenditure is expected to increase from Rs. 466.83 crore during the current year to Rs. 621.70 crore during the ensuing year. During the previous year this expenditure stood at Rs. 342.02 crore. In this expenditure on HVDS constitutes an important part. State wide investment on HVDS in 2004-05 stood at Rs. 379.27 cr and during 2005-06 this is expected to reach to Rs. 797.00 cr, and total expenditure on this scheme during the two years adding up to Rs.1176.27 cr. 

3.2
Besides this, CPDCL also has taken up installing pole mounted meters in some of the circles. We would like to know: what is the expenditure incurred and expected to be incurred in the future? what are the sources of funds?  has it taken the consent of the ERC? what are the aims of this programme? and are there any other alternatives to achieve this? One of the directives of the Commission is to detect multiple services and take necessary corrective action. We would like to know whether in the process of setting up pole mounted meters the Licensee came across any consumer with multiple connection and if so the action taken.  

3.3
It is to be mentioned that all this expenditure did not result in reduced T&D losses and improved performance. Despite such massive investment  reduction in distribution losses did not keep with the modest goals set by the Commission.

	
	Distribution Losses 

	
	APERC Order
	Actual/Estimated

	2004-05
	3, 457 (19.20%)
	4, 036 (20.07%)

	2005-06
	3, 542 (17.91%)
	3, 798 (18.19%)


As the above table shows CPDCL’s performance falls short of the Commission’s expectation which we consider to be very conservative. During 2006-07 these loses are projected to be 17.46%

Even other performance norms like breakdowns, interruptions, DTR failures, meter exceptionals leave mush to be desired. People’s actual experience at the ground level is at variance with the claims made and submissions before the Commissions by the Licensee. Request the Commission to thoroughly check the veracity of the information provided by the Licensee in this regard.

3.4
Even the improved power generation and consequently its availability did not improve the situation at the consumer end, particularly at the village level. 

3.5
Given the claims made regarding HVDS it is important to re examine the whole project in the background of the hither to experience. NPDCL has mentioned certain criteria in terms of length of the line and excess load on DTR for taking up  HVDS. Whether such criteria is followed by CPDCL.

LABOUR COSTS & NEW TREATMENT

4.1
For the ensuing year the net O& M costs including employee costs are expected to be Rs. 406.44 cr.

4.2
Though indexation of O&M costs appear laudable on the face of it, combining employee costs, which until now are being shown separately with O&M costs throws up many issues. At present more than 20% of the sanctions technical and non-technical posts are vacant. And this is having telling impact on the quality of service provided, particularly in rural areas. If the present norms are continued rural people will be in the same despicable condition.

4.3
The present liberalization policy regime adds another dimension. In the given pie allotted to the employees while the people at higher echelons allot to themselves higher emoluments, people at lower who bear disproportionate burden are thrown crumbs. In such circumstance while the Hon’ble Commission will be getting very colourful reports, as the highly paid management people are good at doing it, consumer will be getting poorer and poorer quality of service.

4.4
As the experience with privatizing maintenance of substations has shown non-qualified persons will be handling very sensitive jobs at below minimum wages. Given the nature of electricity it should be seen that qualified persons are placed at different levels.

4.5
Because of this we request the Commission to treat employee costs separately, and see that all the technical post vacancies are filled up. This will also help to bring down commercial losses. The expenditure incurred will be more than compensated by revenues from reduced commercial losses and increased satisfaction of the consumers.    

ARREARS

5.1
List of arrears greater than Rs. 50, 000 not filed/furnished with the proposals

5.2
At the end of the financial year 2004-05 arrears stood at Rs. 1078.64 crore. During this year revenue of CPDCL stood at Rs. 4,908.15 crore. That is to say arrears are more than one-fifth of its revenue. Collections of these arrears will do a lot to the health of the Licensee along with reducing the burden on the honest consumers through reduction on debt burden reflected in the electricity bills. More than 50% of the arrears are more than 12 months old. Major contributors to these arrears are: domestic (Rs. 462.80 crore) and HT industry (Rs. 356.38 crore). Central and state government department/undertakings owe Rs. 158.93 crore. 

5.3
More than one-fourth of the arrears (Rs. 351.13 crore) belong to disconnected category. How the Licensee plans to collect these arrears? What is the number of the disconnections category wise? How many of them after disconnection are using power clandestinely? 

POWER SUPPLY to AICC PLENARY

6.1
Newspaper reports show that during the Congress Party’s (AICC) Plenary session extensive infrastructure like dedicated power lines and scores of additional DTRs was created. Along with this scores of CPDCL staff were manning this infrastructure. We would like to know whether expenditure towards additional personnel deployed and additional infrastructure created in terms of DTRs, dedicated lines is recovered from the Congress party.

EXPENDITURE on E-SEVA

6.2
The Hon’ble Commission disallowed excess expenditure on bill collection through e-seva centers and directed the Licensees to submit the reasons for continuing with the practice of collection of electricity bills through e-seva in spite of the expenditure being disallowed by the Commission and also report how this expenditure is accounted for in their accounts (Para 243 of the Tariff Order 2005-06). But the Licensee did not respond to this directive. 

PRAYER TO THE COMMISSION:

1. To take necessary steps to bring down power purchase costs.

2. To review capital expenditure of the Licensees including HVDS.

3. To direct the Licensees to take effective steps to reduce T&D losses and collect all arrears.

4. To allow the petitioner to be heard in person before APERC takes any decision on this petition. 

DEPONENT

