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

1.1
Monthly generation availability and dispatch schedule are not provided in the filings. We request the Commission to direct the Licensee to provide the same to us.

1.2
In its reply CPDCL stated that the inclusion of the four new gas based plants is based on the expected availability of 1.18 MCMD of gas from 1-7-2006.  Is the Licensee sure about the increase in the availability of gas from 1-7-2006? Cannot this be used to run the existing stations to their full capacity rather than run the new ones notionally in order to enable them claim their fixed costs. This will help to bring down fixed cost per unit for the power generated by the existing gas based plants and avoid fixed costs on the new ones.

1.3
Another factor that need to be taken in to account is that NTPC approached the Mumbai High Court seeking an injunction against Reliance supplying gas from Krishna-Godavari basin meant for it to others.  

1.4
The Licensee in its reply says that petitioner would appreciate the planned capacity additions. But even this present capacity additions are based on inflated demand forecast and as such this planned capacity addition does not have any sanctity. This forecast is made to facilitate consent to the new four gas based plants which are going to burden the state heavily. It is regrettable that even after so many revelations the Licensee harps on the same doctored demand forecast.

1.5
Parallel between SLBPH and 4 new Gas Based Power Plants – in the case of SLBPH the Commission did not allow recovery of the fixed costs even though the project is completed as the water needed by this project is not available. Why can not the same treatment be extended to the gas based power plants?
1.6
In the case of current year DISCOMs have stated higher variable cost for power purchased from NTPC units because of imported coal ostensibly to tide over tight coal supply position in the country. The same variable cost also is shown for the ensuing year. Because of good rainfall and consequent increase in hydel power generation dependence on thermal power has come down which in turn has led to less consumption of coal. In this background coal mines are reporting piling up of stock at the pit heads obviating any need to depend on costly imported coal. This should imply that during the ensuing year cost of power purchase from NTPC units will be less and we request the Commission to take the same in to account while finalizing the tariffs for the year 2006-07.

1.7
Regarding the LVS we would like to know whether availability of this plant is not tested even once during the last five years. In their reply the Licensee states that O&M costs for non-operation is reduced by 20%. We would like to know whether this amount is spent on the O&M of this plant. Is the plant kept ready for operation?  If we take in to account the fact that at present it does not have power connection it will be in a position to start power generation.

There is no reply to our question: while its variable cost per unit was Rs.2.75 according to the ARR of 2005-06 why power was purchased at Rs.4.03 per unit from other sources during the summer of 2005? 

1.8
The Non-conventional Energy (NCE) units are provided with many concessions along with very lucrative tariff. They are supposed to bring down environmental pollution as they depend on clean and renewable sources. In this context it is very important to have an effective monitoring mechanism to periodically check the NCE production and see that they adhere to environmental norms.

Total burden of NCE units shall not be placed on the consumers only. As some of these technologies are still in developing stage the state and central governments shall also be directed to bear the additional cost of purchase of power from NCE units.

T&D Losses:

2.1
An examination of the filings of the Licensee shows that it is not able to bring down T&D losses to the levels stipulated by the Commission as shown by the following table. 

	YEAR
	APERC Order
	Actual/Present Estimate

	2004-05
	19.20%
	20.07%

	2005-06
	17.91%
	18.19%


This despite spending hundreds of crores of rupees on system improvement and other aspects over the last few years. 

	Year
	2004-05
	2005-06
	2006-07

	Investments Capitalised (Rs in Cr)
	188.50
	498.95
	516.50


2.2
An examination of the T&D loss figures furnished in the filing shows that there is lot of scope for improvement in this segment. For example in Medak circle/district T&D losses increased form 13.94% between April2004-March 2005 to 16.55% in April 2005-September 2005. The situation did not change much in the case of Rangareddy-South circle. The situation in Hyderabad-South circle continues to be disturbing. After all the claims made by the Licensee regarding the steps taken like pole mounted meters at huge cost T&D losses declined very marginally from 47.65% to 47.47%. That in this urban area nearly half of the power supplied is being siphoned off. Given the size of this T&D loss it cannot be said that only poor are resorting to power theft. Substantial part of the power is being stolen by those who can pay. 

In the case of Hyderabad-South Circle do not allow T&D losses more than the circle that has the next highest T&D losses. According to the data for the period April 2005-September 2005 Kurnool Circle has the next highest T&D losses of 19.44 %. That is T&D losses to the extent of 28% of the Hyderabad – South Circle shall not be allowed. That should have been deemed to have been consumed and revenue collected and burden towards this must be borne by the Licensee only and the same should not be collected from the honest consumers in the form of higher tariff. 

2.3
The Licensee has come out with pole mounted meters. Here it is to be noted that the management is again coming up with a technical solution while the problem is that of a governance one. And invariably, honest consumers have to foot the bill even for this solution. When the governance is not improved any number of technical solutions cannot be able to deliver the fruits.

Responses of the Licensee to the questions on pole mounted meters raised by this objector are far from satisfactory. We would like to know whether the Licensee explored any alternative solution to this. What is the expenditure incurred until now on this and what is the return? What are the number of multiple connections that they have dealt with this during this process?  In this reply they have only mentioned that they are detecting and removing multiple services but no numbers are provided. 

2.4
Even when the T&D losses did not reach the Commission’s target the Licensee is claiming to have achieved efficiency improvement.

Agriculture:

3.1.1

The Licensee continues to show inflated figures for agricultural consumption of power, even after reducing the period of power supply from 9 hours to 7 hours, i.e., by more than 20 percent. While the Commission approved 5000 MU for the year 2004-05 the Licensee has shown that the consumption in fact stood at 5773 MU. The Commission approved the figures before the period of power supply was curtailed. After reduction of power supplying duration by 20 percent the consumption should have come down. For the year 2003-04 actual consumption by the agriculture connections was shown to be 5420 MU. The increase in consumption would have been possible only if the number of pumpsets increased by 20 % or days of power supply increased by 20% both of which is not possible. The following years estimates are prepared on the basis of these inflated figures. For the year 2006-07 the agricultural consumption is estimated to be 5.938 MU. 

3.1.2
The estimated figures are arrived at on the assumption of releasing promised number of new agriculture connections. But never this number was adhered to and always far less than this number were released. This also implies that actual consumption should have been less.

3.1.3
These inflated figures are arrived at through faulty sample study. Even in this sample study the data is not complete. Out of 6277 sample DTRs readings of 3189 DTRs are only taken as correct. That is even in the given sample only 50% of the data is collected. That is the inferences are based on truncated data.

3.1.4
The only inference that follows is that T&D losses continue to be hidden behind inflated agricultural consumption. On the basis of these inflated figures they are claiming efficiency improvement.

3.1.5
Though the method to arrive at the consumption estimate for the year was explained in the filings, the same was not made clear in the case of projections for the years 2007-08 (6,280MU) and 2008-09 (6,509 MU).

3.1.6
The only method to arrive at correct consumption figures is to meter all the agriculture connections. But in the near future, in spite of the provisions in the Electricity Act, 2003, this appears to be impossible to achieve. The only nearest alternative is to meter all the DTRs serving the agricultural connections. In the past one of the DISCOMs proposed to do it but the Commission did not approve it. We request the Commission to initiate steps to meter all these DTRs.

3.1.7
As steps in this direction see that sample DTRs are located in all the mandals. At present one third of the mandals are left out of the sample study. This will increase the number of DTRs being studied. See that readings of all these DTRs is conducted properly. Then gradually increase the number to cover all the DTRs connected to the agriculture services. 

3.1.8
In addition to this in the case of agriculture connections already metered collect the data separately to compare with the readings of the DTR meters.  

DSM measures:

3.2.1
While there can be no two opinions about adoption of DSM measures, saving of energy and improving the efficiency of usage of power the whole question revolves around who is to bear the cost of the appliances and how to motivate the farmers to adopt them (even if they are given free of cost). Although the capacitor and frictionless foot valve are not very expensive (Rs.500 and Rs.150 respectively) farmers by and large do not take the trouble to install them. An earlier attempt to install the same free of cost  was reported to have failed mainly due to lack of proper motivation. Farmers also view these measures with extreme suspicion as the       second stage of DSM measures to be adopted involve replacement of suction side and delivery pipes by HDPE / RPVC pipes and replacement of non-ISI motors with monoblock ISI motors by 31st  March,2008 . These measures are likely to cost anywhere between Rs.12,000/- to Rs.50,000/-. They can only be adopted if some attractive incentives are offered to the farmers which would involve say 10% of the cost to the farmer. Some   farmers also feel the DSM measures being propagated are a ploy to introduce meters through the back door and curtail ‘free power’, which is not really very far from the truth if one is to recollect that  the Commission has fixed March,2008 as the deadline for installing meters for all agricultural services vide the Electricity Act,2003, Sec.55.

3.2.2
On its part the Licensee should have filed a report along with this filing on the progress to adhere to these two DSM measures in the Licensee area.

3.2.3
While taking up DSM measures practical problems faced by the farmers also need to be considered for its successful implementation. One of the problems is the risk involved in pulling out a submersible pump fitted with HDPE pipe especially at deeper levels (above 400 feet) when the well runs dry or the motor  needs  to be repaired etc. it is rather cumbersome and risky to pull out such a long pipe. The problem is further complicated by collapse of a bore well, when the motor has to be pulled out somehow. Similarly, farmers have complained about the inability of HDPE pipes to withstand the ‘kick’ when a motor is switched off and problem of extending the suction pipe in lowering the motor when the water level in the open well goes down in the lean season. The direction on delivery pipes is not clear: Do all non-RPVC or Non-HDPE PVC pipes also to be replaced? When an ISI motor is burnt and fresh rewinding is done locally can it still be regarded as an ISI motor? When the expensive HVDS scheme is being implemented throughout the state, where is the need for the farmer to install capacitors when voltage stability is assured for his motor? What incentive is there for the farmer to adopt the DSM measures besides punitive sanctions, in an atmosphere of ‘free power’? What is to be done with all  the discarded motors and pipes purchased at such heavy expenditure? Who will foot the bill? All these issues need to be examined clearly before asking the farmers to toe the line.

3.2.4
Some time back the Commission circulated a questionnaire among limited number organizations on two DSM measures viz., installing capacitors and frictionless foot valves, and also stated that it would organize a consultation with farmers. But until now there is no indications about such consultation being organized by the Commission. We request the Commission to organize the consultation at the earliest with the involvement of the farming community all over the state.

H.V.D.S. Scheme: 

4.1
The HVDS scheme has been hailed as the final technical solution to the pilferage, line losses and low voltage problem in agricultural consumption. Under SPDCL the programme is under implementation for the last three years and already considerable a mount was spent on it. A look at its experience is revealing. But after three years of implementation, results of studies conducted by APSPDCL are not all that encouraging. The survey reports on the performance of 1439 DTR transformers of 63 and 100KVA replaced by 12,281 transformers of 15 KVA and2735 transformers of 25 KVA capacity. The data reveals that in only25% of the cases has there been any significant drop in line losses (a reduction of 10 to 14%). In 42% of cases line losses have been reduced between 5 to 9%, in  another 25% of the cases the reduction was hardly 2 to 5% while in another 10%of cases the reduction in losses was almost negligible (less than2%). It is necessary to understand why the reduction in losses was very minimal in over 35% of cases and not very significant either in another 42% cases. It would be better to review the performance of the scheme all over the state before extending it  to cover the entire state. 

4.2
Already one fourth of the funds meant for this scheme are spent. It is high time to review the experience with this. Otherwise the consumers will be forced to bear another heavy burden towards repaying the loans towards this scheme. 

Special Treatment to Ferro Alloys:

5.1
We are unable to understand why ferro alloys units should once again be given a specially favoured treatment over other HT industries, especially when it is reported to be doing well financially. No explanation has been given for the drastic reduction of 32 paise in tariff proposed for the EY from Rs.2.87 per unit to Rs.2.55 per unit .

Arrears:

6.1
In the reply it is stated that as on 31-12-2005 3,42,241 connections are disconnected for long standing arrears. Out of this domestic connections number 3,08,718. It is difficult believe that such a large number of consumers stay with out electricity for long, implying that they would have resorted to some other steps to remain connected.

Standards of Performance:

7.1
The filings on Plans and Performance do not cover all the standards of performance. They are limited to a few variable like breakdowns and interruptions. It is important to see that the report reflects all standards. Apart from these it is to be seen that the information provided by the Licensee is proper and correct. It is reported that an evaluation of these standards as reported by the Licensee has shown that these reports are far from truth.

7.2
Standards of Performance (SoP): ARR gives select reporting of the SoP parameters. Macro level data on about 5-6 parameters (feeder breakdowns, DT failure, urban fuse off etc) are reported where as there are close to 30 performance indicators in the SoP regulation. Has the utility started paying compensation for not meeting SoP? 

7.3
Either ARR should give more details or there should be separate public hearing process on utility standards of performance.

7.4
Frequent new s about high voltage electricity circulating in the villages leading to deaths as well as rendering electrical appliances of the households useless. According to a news item published in Andhra Jyothi on 12-02-2006 the villagers of Chanvelli in Chavella mandal in Ranga Reddy district had an harrowing experience high voltage power supply led to electricity passing through walls and all the electrical equipments on the night of 11-02-2006. This also led to death of a person in the village. 

7.5
Along with the above we continue to come across news of snapping of wires and collapse of transmission towers. 

7.6
Deaths of civilians as well as permanent and contract staff of the DISCOM continue to make news. 

e-seva:

8.1
Despite the Commission’s directives the licensee states that e-seva services have been retained to provide better service to the consumers. When the same service is provided at the door of the consumer at half cost we fail to see any reason in its continuance in the present shape. Another factor to be noted is that the e-seva centers are located in most cases in the premises of the licensee. If we take this into account the cost of e-seva services are even more.

22-02-2006                                                                                    Deponent.

Kurnool

