BEFORE THE ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION * 11-4-660, 5th Floor Singareni Bhavan, Lakdi-ka-pool, Red Hills, Hyderabad – 500 004

1.1
This petition is filed in response to the Public Notice issued by APCPDCL and published in The Hindu on 9th December 2006, announcing the filing of ARR and Tariff proposals for retail supply business for FY 2007-08. The notice invited comments and objections from the public. 

1.2
The APCPDCL covers eight districts and accounts for more than 40% of power consumption in the state. In such a big DISCOM area public hearing is being held at only one place. It is very difficult for people from other far off districts to make use of the opportunity provided by the public hearings. Keeping in view the size of the area served by APCPDCL we request the Commission to hold public hearings in more places to improve public participation in the regulatory process.

1.3
As the years pass by and experience is gathered the quantity and form of information available shall become comprehensive and user friendly to all the stakeholders, particularly to lay consumers. But experience in AP shows that every year the information made available to the consumers is being truncated. Earlier information was available for three years – previous, current and ensuing years. But with the launch of MYT from the current year (2006-07) the information in most cases was available only for two years – current and ensuing years. The filings for the year 2007-08 has information only for second half of the current year and the ensuing year. Given this truncated information it is difficult to evaluate the performance of the Licensees. Information regarding the ‘previous year’ used to be very useful as they show the final figures while the figures for current and ensuing years are only estimates. Added to this every years Formats in which information is provided are changing making it very difficult to use the information available. We are not aware whether the Commission is altering the Guidelines on content and form of information to be provided every year. We hope that the Commission keeps in mind the lay consumers while formulating the Guidelines, but not the consultants who work with the Commission as well as the Licensees. We hope that in the coming years information made available is both useful and accessible.     

1.4
In the present ARR almost all costs are already decided. Power purchase costs are being decided on the basis of lopsided PPAs and any number of pleadings by the consumers did not have much impact on reducing the power purchase costs. While cheaper power plants like Nellore Thermal Station are being closed down white elephants like LVS mini power plant continues to be pampered. In the case of distribution costs, these costs are already decided by the Commission as part of multi-year tariff (MYT). The only thing left is to review the performance of the Licensee. But the guidelines related to performance are not included in the ARR filings.  As a result the whole process appears to be devoid of any purpose or meaning. One may not hesitate to call the whole effort a farcical exercise.

1.5
The MYT is meant to obviate any volatility in tariffs so that consumers, particularly industrial and commercial consumers have clear idea of energy costs to plan their investments. But this should not mean that the consumers should be kept in the dark about the performance of the Licensee for the whole control period. The Regulation issued on Standards of performance by the Commission cover more than 30 standards ranging from application for connection to redressing grievances of the consumers. We request the Commission to direct the Licensee to provide information on all these Standards of Performance, some of which are listed below:

a) Fines paid by the Licensee to the consumers for deficiency of service in keeping with the respective Regulation of the Commission. 

b) Accidents relating to power and relief provided, if any during previous year and current year.

c) Replacement of burnt transformers, installation of additional transformers. 

d) Number of burnt out, non-functioning or faulty meters (category wise and circle wise), 

e) Performance with regard to attending fuse- off calls. 

f) Break downs and interruptions in power supply to urban and rural consumers (circle wise) and time taken for restoration.

g) Frequency and voltage at various levels of interface over the period.

h) Pending applications and connections released to different categories of consumers.

i) Arrears of consumers over Rs50,000/- pending for over six months and details of bad debts written off.

j) Court cases involving the Licensee and steps being taken to resolve them. 

k) Number of cases filed against pilferers of power in various categories giving comparative picture with previous years.

l) Compliance with directives issued by the Commission in the Tariff Orders.

m) Investment details, including capital expenditure on system improvement, HVDS and RGGVY

GENERATION ISSUES

2.1
Even after six years of the regulatory process in the state a comprehensive and structured PPA with APGENCO is not in place. Only the PPA related to RTPP stage II has got the consent of the Commission. The application regarding PPA with APGENCO is still pending with the Commission. We request the Commission to take decision on this at the earliest through public hearing process.

2.2
In the Tariff Order for the year 2006-07 the Commission has allowed Rs. 141.49 crore towards fixed cost of RTPP Stage-II with the expectation that it would commence its operation from August 2006 (para 264). The ARR for the year 2007-08 shows that the plant will start dispatch of power from December 2006. Until now it has not commenced operation. According to newspaper reports it may come on stream in middle of January 2007. But we are not sure of this. Taking the delay in to consideration we request the Commission to deduct the fixed cost related to this plant from the current years power purchase costs.

2.3
Regarding the Srisailam Left Bank Power House we would like to know how much of the power generated at this plant during current year is over and above the capacity of the Right Bank Power House.

2.4
In the Tariff Order for the year 2006-07 the Commission has permitted Rs. 169.21 crore towards fixed cost of the four new gas based power plants (para 272). As these plants have not generated power during this period the same may be deducted from the current years power purchase costs. Similarly, the Commission has permitted payment of Rs. 30.94 crore to GVK and Spectrum plants towards incentives (para 273). As these plants have not achieved the incentive level the same may be deducted from the current years power purchase costs.

2.5
According to the ARR for the year 2007-08 the old gas based power plants will be generating only 5,023 MU (59% PLF) because of non-availability of sufficient gas. At the same time the new gas plants are also proposed to be operated during the same period to generate 2,743 MU. This power can also be generated by the old plants. By operating the old plants to its full capacity and not operating the new plants Rs. 266.24 crore can be saved which is going to be paid as fixed costs to the new plants.

2.6
Fixed costs being paid to the IPPs continues to be burdensome to the consumers in the state. When compared to the NTPC’s Simhadri plant with similar capacity the four old IPP plants are going to be paid Rs. 302 crore more towards fixed costs. If we add the new plants the additional fixed cost burden will be Rs. 569 crore. 

2.7
As sufficient gas is not available we request the Commission not allow dispatch of power from the new plants. Also given the total power available in the state these plants are not needed during the ensuing year. Out of 61,009 MU of power available only 58,552 MU of power is going to be purchased. This implies that 2,457 MU of power will be surplus in the state. Not operating the new gas plants shall not cause any problem. But by not operating these plants Rs. 266.24 crore can be saved towards fixed costs.

2.8
Even according to the news available gas will be available only from March – April 2008. Given the fact of non availability of gas for some more time and the fixed cost obligations we request the Commission not to allow dispatch of power from the four new gas based power plants during the ensuing year. 

2.9
The proposed ARR is also not clear on issues related to these new plants. It did not explain the basis on which quantum of power purchase from these plants is envisaged and fixed cost payments to be made.

2.10
According to these filings variable cost of the new plants (Rs.0.92 to 0.96 per unit) is less than the old plants (Rs. 1.11 to 1.29 per unit). Will the new plants be preferred for dispatch over old plants? If so, what are its implications?

2.11
In the name of merit order dispatch during the ensuing year also RTPP Stage-I is going to be backed down for seven months. It will not be in operation from August 2007 to February 2008. Out of 3,037.85 MU available from this plant only 798.6 MU is going to be utilised during the ensuing year. Given the power situation in the state it is difficult to understand that 500 MW capacity would be kept idle in an area known for low quality power, in an area that does not have any other power plant. In the merit order the Commission is only taking in to account the variable cost but not other costs like line losses in wheeling power from distance generation points as well as costs in using low quality power.

2.12
Even in the absence of any significant change in the quantum of power purchase from hydro sources of APGENCO its variable cost is expected to increase form 11 paise per unit during current year to 23 paise during ensuing year. There is no explanation for this 100% increase in variable cost. 

2.13
Even when the state is purchasing power at more than Rs.6 per unit from different sources LVS plant is still kept unutilised though it is being paid more than Rs.28 crore per year towards fixed cost. The variable cost of the plant would not have been more than this. The four old gas based plants are allowed to operate with naphtha. As naphtha availability is also low these plants could not generate power as expected. As LVS is designed for these alternative fuels it should have fuel supply agreement/linkage, and as such it could have supplied some power in to the state grid. Even some newspapers reported that LVS was going to generate power after a long gap. But the ARR filings show that not a single unit is going to be delivered from this plant. The treatment given to LVS defies reason. (LVS is not allotted to CPDCL, but under single tariff for the whole state LVS also affects the consumers of CPDCL. Hence it is raised here).   

2.14
The NCE units are being paid very high tariff. Besides this high tariff the NCE developers are also earning additional income through clean development mechanism (CDM) measures/carbon trading. We request the Commission to see that these benefits also reach the consumers. That is, see that the NCE developers share these benefits with the consumers. We request the Licensee to provide us list of NCE developers in the CPDCL area who are receiving income under CDM/carbon trading. 

TRANSMISSION AND DISTRIBUTION ISSUES

3.1
Two year transition period allowed to coordinate the working of unbundled entities is coming to an end. The tenure of AP Power Coordination Committee will be coming to an end soon. The two years experience shows that there is need to put in place a permanent mechanism that will coordinate as well as discipline the four DISCOMs in the state. The present power shortage situation was also exacerbated because of overdrawls by DISCOMs from the state grid disregarding the guidelines. This has cropped up in the absence of a mechanism to coordinate power distribution/trading at the state level. Separation of trading from TRANSCO under the Electricity Act 2003 has created this problem. This can be solved by setting up a trading company at the state level the way it was done in Orissa. We request the Commission as well as the Licensees to favourably consider this option to improve power situation in the state.

3.2
For the current year 2006-07 all DISCOMs reported higher expenditure towards distribution cost than allowed in the tariff order. But, for the ensuing year 2007-08 the same figure given in the Tariff Order is adopted, and did not change it in the background of the last one year’s experience. Given the way distribution costs are stated in the ARR it is difficult to evaluate/examine the causes for increase in distribution costs. Under new method all the costs are placed under one head – O&M costs. Its individual item’s cost is not mentioned. Under earlier filings all the items used to be mentioned. But at present in the name of indexation all the details are kept away from the consumers. Only the Licensees and the Commission are privy to this information. Such concealing of information would defeat the very purpose of transparent regulatory process. 

3.3
One of the important components of O&M costs is the expenditure on employees. Earlier details of employees in different categories employed by the Licensees and existing vacancies along with costs of different categories of employees used to be mentioned. Now no such information is made available as a part of the regulatory formats. As a part of the guidelines Licensees also used to state their policy towards employees in the coming days. Now one is in the dark about their policies. According to the earlier filings while all the officer level posts were filled up, more than 20 percent of the posts at the lower level, particularly technical posts like linemen were vacant. While most of these posts in urban areas are filled up it is the rural people who are at the receiving end of this neglect in filling these posts. It can be said that more than 50% of these posts in rural areas are lying vacant. Further, these numbers relate to a situation when the number of services as well as quantum of power supplied are less than at present. One could imagine the present situation. The poor quality of situation in the rural areas can be directly attributed to these vacancies. As most of the villages do not have any employee of the Licensee they do not have eyes and ears to understand the situation at the village level. The absence of employees in the villages also led to widespread misuse of electricity inn the rural areas. Every year this misuse of power is resulting in commercial losses of more than Rs. 1000 crore. The Licensees are conveniently showing it as agriculture consumption and obtaining subsidies. The filling up of all these vacancies will not cost more than Rs. 100 crore, but this can help plug the holes that drain more than Rs. 1000 crore every year. In the background of this we request the Commission to direct the Licensee to fill all vacancies on permanent basis.         

3.4
While indexation helps in comparing the performance of the licensees against certain benchmarks, the same mechanism shall not be used to conceal information that is vital for understanding and evaluating the performance of the Licensees.

Expenditure on E-SEVA

3.5
In the Tariff Order for the year 2005-06 regarding the expenditure on e-seva the Commission had observed as follows: 

“Some of the objectors have taken objection to the payment of Rs.5 by DISCOMs to e-seva centres for collection of each bill while DISCOMs themselves are able to collect the same at Rs.1 per bill through departmental counters as well as through certain NGOs.

“The Commission notes that this expenditure, being not prudent, has been disallowed in the earlier ARRs. However, the fact remains that the Company cannot be allowed to continue with such expenditure in the absence of any substantial benefits accruing to the consumers from such high cost of service. The Commission directs 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. The report may be submitted by the 30th June 2005” (paras 242 & 243)

In the Tariff Order for the year 2006-07 the Commission has observed as follows: “The Commission does not like to be intrusive in the day-to-day functioning of the licensees…Nevertheless, the Commission likes to point out that as the consumer charges are already being levied by the Licensees on the consumers, the Commission will not allow expenditure incurred by the Licensees on availing of services of e-seva centres to be passed on to the consumers” (para 215)

As the Commission has explicitly disallowed expenditure on e-seva we would like to know how the Licensee is meeting the expenditure on this account. As the total expenditure on this is quite high we are apprehensive that it may impact the net worth of the Licensee adversely. 

3.6
As most of the e-seva centres are located on DISCOM premises we would like to know the amount of rent received from these centres by the Licensee and whether this amount is mentioned as an income of the Licensee in the filings.  

3.7
All the TV cables and private Internet cables are strung to the Licensee’s electric poles. We would like to know the income received from the TV cable operators and private Internet distributors for using these poles. We also would like to know whether this is shown as its income in the ARR filings.

3.8
According to the ARR power sale forecast during 2006-07 was based on the assumption of supply of power through out the Licensee area for 24 hours a day (p.28). In fact CPDCL purchased 1000 MU of power over and above the projected quantity. But rural areas were denied 24-hour supply even in periods of availability of surplus power due to better hydro generation. The question is: where has this power gone? Who has consumed this power? 

3.9   Hyderabad city continues to record high commercial losses in spite of the steps taken. In spite of such substantial numbers not paying their bills, why should Hyderabad city have 24 hours supply throughout the year and rural areas be denied the same? And why should all the other three DISCOMs suffer due to the inefficiency and corruption of one DISCOM?

ACCIDENTS

4.1
The Commission has expressed its concern over the large number of fatal accidents involving electricity and called upon the DISCOMs to take steps to avoid loss of human lives and also evolve transparent procedure for compensation to victims’ families. But the APCPDCL did not pay heed to the directives of the Commission. Fatalities continue to take place regularly. According to Power Development in A.P. (Statistics of APTRANSCO) report of 2005-06(Table 8.9,page 109) 770 people died and 197 were injured due to electrocution within one year. During the first six months of the calendar year 2006 i.e., from January to June in Medak district alone 35 farmers died due to electric shock. Many human beings and animals lose their lives or are injured and valuable property is lost for which very meagre or no compensation is paid. Responding to the appeal by consumers that the payment of relief of Rs.20,000/- to the families of the victims was grossly inadequate, the Commission directed all the DISCOMs to evolve “a cogent and viable plan of action….a transparent procedure for determination and payment of compensation in respect of electrical accidents” by 30, September,2006 (para 186 of Tariff Order,2006-07). Despite this directive the Licensee did not take any concrete decision to alleviate the sufferings of the victims’ families. We request the Commission to direct the APCPDCL to state the steps taken and steps to be taken along with time frame to address the issue.

4.2
While it is important to provide relief to the affected families it is equally more important to see that suck tragic events do not take place. One of the important reasons for these accidents is that the farmers try to attend to the electrical line as well as equipment malfunctioning on their own in the absence of qualified technicians/line men of the Licensee in their villages. The vacancies of these posts are not being filled up. We request the Commission to direct the APCPDCL to fill all the vacancies in the villages. This measure will certainly help to reduce or eliminate the accidents.

4.3
Another important reason for these fatal accidents is the poor maintenance of the electrical network in rural areas. An impression is being given that as agriculture is getting free power and rural domestic connections receive highly subsidised power it is not worth investing on rural network. Here we would like to state that while farmers get free power the APCPDCL does not supply it free. It recovers its cost through government subsidy and cross subsidy and it is hence duty bound to service these connections properly. Improving the rural network will also help to minimise the accidents.     

SPECIAL APPROPRIATION

5.1
The present filings show that all the DISCOMs are in losses even after receiving subsidy from the state government. The following tables shows the deficits of the four DISCOMs.

	
	Deficit (Rs.Crs)

	CPDCL
	296.10

	EPDCL
	4.00

	NPDCL
	143.10

	SPDCL
	150.01

	Total
	593.21


All the four DISCOMs together have incurred a total deficit of Rs. 593.21 crore. But they did not explain how they plan to fill this gap or recover this deficit. They have left it to the wisdom of the Commission. One of the issues to be examined is to whether to accept this deficit or not. If accepted, how to deal with the deficit. According to MYT guidelines deficit/surplus of the Licensees will be dealt with at the end of the control period. If one years deficit is balanced by another years surplus it will be alright. If the Licensees incur only deficit during all the years of control period it may lead to explosive situation at the end of the control period. It is prudent to examine this situation annually.    

AGRICULTURE

6.1
According to the Commission’s directives CPDCL has to monitor monthly consumption on DTRs serving solely agricultural connections, for a continuous twelve-month period on a sample basis. But CPDCL persists in not revealing in its ARR the actual figures of a) how many DTRs exist circlewise feeding solely agricultural services, b) how many of them are being sampled, c) how many DTRs were able to record accurate readings for a period of 12 continuous months [This direction is being violated blatantly. Instead CPDCL has been selecting readings from a particular DTR valid for one month only, so that the number of valid DTRs keeps fluctuating month after month], d) the total number of unmetered agricultural services circle wise, e) the total connected load of unmetered agricultural services under each circle and for CPDCL as a whole [They are refusing to reveal even the total load figure for the entire CPDCL, not even in the Appendix 6/8,p.35 to 38], f) the figure of number of ‘Tatkal’ services, the connected load and the consumption recorded in these metered services during the period of survey.

6.2
What CPDCL does every year is publish the example of one DTR of one mandal and then go on to give the total figures (p.33 of ARR). There is no way to even cross check the total consumption of unmetered services using the specific consumption suggested because one is not aware of the actual total connected load!

Agricultural Consumption - Estimates and Actuals (MU), 

	DISCOM
	2005-06,APERC Order
	2005-06, Actual
	VARIANCE 
	2006-07, APERC Order
	2006-07, Actual
	Variance from

Order
	Estimated Consumption for2007-08
	Variance from 2006-07Estimate

	CPDCL
	5453
	6140
	+12.6%
	5938
	7154
	+20.5%
	7352
	+2.77%


6.3     While for the whole state power consumption in agriculture increased by about 13%, in CPDCP it has revealed a steep increase of 20.5% and in actual terms of about 1216 MU. The figures of agricultural consumption revealed by CPDCL have always been suspect much more so than the other three. Despite many appeals in the past, they have been consistently reluctant to reveal how they are arriving at the agricultural consumption estimates. They have been consistently hiding the load on agricultural services, year after year despite several reminders. This coupled with the fact that despite Hyderabad South Circle representing zero agricultural services, still officially records 45% losses(figures not revealed this year). So one can assume confidently that much of the steep increase in agricultural consumption shown by CPDCL may not be agricultural consumption after all. 

6.4
We appeal to the Commission to direct CPDCL to provide results of those DTR meter readings, which are available for twelve consecutive months, and thus provide the figures of circle wise and month wise consumption. We also appeal to the Commission to direct CPDCL to provide figures of Tatkal services, connected load and consumption for the duration of the survey period.

6.5
CPDCL like other DISCOMs attributed the increase in agriculture consumption to deficiency in rainfall and increase in area under paddy and sugarcane. But in drought prone districts like Anantapur and Mahabubnagar that are under CPDCL it is difficult to visualise such a sudden increase in acreage under paddy and sugar cane under drought conditions. 

6.6
It is stated (p.35) that …”there are new Lift Irrigation Schemes that are likely to be commissioned in 2007-08 resulting in a growth of around 34 MU in HT –IVa category. This will result in a corresponding decrease in LT-agriculture consumption.” But how much saving is expected? On what basis? Nothing is revealed.

6.7
It has been observed (p.35 of ARR) that “The implications of DSM measures are also taken into consideration.” But on what basis? How many capacitors have been fitted (and balance?) What savings could be expected from it? How many frictionless foot valves replaced metal foot valves? What savings could be expected from it? For how many services were metal pipes replaced by HDPE pipe for suction and delivery. How many ISI motors are there and how many to be changed, have been changed during the CY. What about the launching of CM’s scheme of 80% subsidy to be tried out in one district in each DISCOM?  No information has been given. 

6.8
CPDCL has not bothered to reveal the number of new agricultural services sanctioned by the Government of AP, the actual connections grounded by it in PY,CY and likely to in EY. It has also not revealed the number of pending applications and the reasons for delay. 

6.9
In sum, inflated consumption of power in agriculture as well as reasons attributed to this increased consumption by CPDCL is suspect and not reliable. This only means that CPDCL is hiding high commercial losses by inflating agriculture consumption. During the last six years of reform process while T&D losses are shown to have declined by 50% from 36% to 18%, agriculture consumption is shown to have doubled during the same period. The same malaise that affected the pre reform period has continued in the current reform period also. May be another reform agenda is needed to turn the picture upside down. 

6.10
The agriculture consumption is projected on the basis of 7 hours of power supply in a day. Not a single village in the CPDCL area received 7 hours supply. As shown above CPDCL has claimed to have supplied to agriculture 1,216 MU more than allowed in the Tariff Order. It implies that the said quantum of power did not reach agriculture but is consumed by some one else. Or, it did not reach any consumer.

6.11
We appeal to the Commission to direct CPDCL to furnish reliable information on agricultural consumption. 
COURT CASES

7.1
Hundreds of cases are pending for years in High Court as well as Supreme Court involving the Licensees. All these cases have significant financial implications for the Licensees as well as consumers. Some of the prominent cases relate to LVS mini power plant, wheeling charges, capital cost of IPPs, NCE tariff. The Licensees seems to be not interested in expediting the cases and placing the facts before the Courts. The Licensees are allowing these cases to be dragged on to the detriment of consumers’ interests. The cases are delayed so long that even in the case of favourable judgements it may be next to impossible to recover the dues from the developers. Given such dire circumstances we request the Commission to direct the Licensees to move the courts to resolve the cases at the earliest. 

PRAYER TO THE COMMISSION

1. To hold public hearings at more places.

2. To direct the CPDCL to provide information on Standards of Performance.

3. Not to allow power generation at the new gas based power plants and allot the gas meant for these plants to the old plants.

4. To direct CPDCL to fill all vacancies with permanent employees.

5. To direct CPDCL to provide proper and reliable account of power consumption in the state.

6. To allow the objector to be heard in person before the Commission takes any decision on this application of CPDCL. 

8-1-2007








Deponent

Hyderabad

