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

1.
The following suggestions and objections are filed in response to the Public Notice issued on 24th December 2008

2.
There is need to revise the estimate of energy demand for the second control period 2009-14 in the background of global economic recession and therefore also revise capital expenditure on power transmission.

3.
TRANSCO’s capital expenditure estimate as well as transmission tariff is based on estimated addition of 10,399 MW of power during the control period. As mentioned in the above paragraphs this capacity addition may not be realized. It is also to be noted that no PPAs are signed for any of the plants that are supposed to generate the estimated addition. We request the Commission to give consent to the corresponding capital expenditure on evacuation of this power only after the PPA is signed following proper public process and Commission’s approval for the same. 

4.
The new schemes for which evacuation facilities to be set up include RTPP IV. The existing water supply and other infrastructure are not sufficient even for the existing two units. Why set up 4th Unit there?

5.
The new schemes for which evacuation facilities to be set up do not include Krishnapatnam Ultra Mega Power Project (UMPP). The CERC has already cleared the power purchase cost from this plant. A portion of the power to be generated here is allocated to AP. Why this was not taken in to account for planning new transmission network.

6.
Capital expenditure during the year 2008-09 is Rs. 930.39 crore (p.42 of the ARR) over and above the expenditure permitted by the Commission in the Tariff Order. Also, IDC during this year is five times more than that permitted by the Commission. Here it is also to be noted that capital expenditure transferred to fixed assets during the first control period is Rs. 94.76 crore less than the amount allowed by the Commission. This also shows that the huge spurt in capital expenditure has taken place in one year. In the prevailing circumstances in the country where one scam after another is taking place, particularly in Andhra Pradesh, we earnestly request the Commission to satisfy itself that every rupee is spent correctly and judiciously before allowing its addition to the fixed assets.     

7.
No change in non-tariff income is assumed even when the ARR of transmission business is projected to increase by 150% during the control period. This assumption is questionable. 

8.
Table 17 (p.53 of ARR) shows that while total generation capacity wheeled is expected to increase by 50% only during the control period its transmission cost (ARR of Transmission Business) is expected to increase by 150% and transmission charges are expected to increase by 100%. This is particularly puzzling in the presence of single digit of inflation rate. Further, if the projected capacity is not realized and the same transmission expenditure is allowed transmission charges will skyrocket, affecting the consumers adversely. This is particularly the case because the accounts will be balanced at the end of the five year control period. By this period damage would have taken place.

9.
APTRANSCO proposes to spend Rs. 248.22 crore on laying OFC network for communication purposes. We would like to know the length of the existing OFC network  We also would like to know whether TRANSCO proposes to lease it or use it other ways to raise additional, non-tariff income.

10.
Court cases on wheeling charges are pending for more than 6 years. There appears to be no effort on the part of the Licensee to obtain judgments on these cases. If these cases are allowed to prolong like this even if the judgment comes in the favour of Licensee the service users may prefer to close their businesses rather than pay huge sums piled up during nearly a ten year period. The sooner the Licensee wakes up the better for the state’s economy. We take this opportunity to request the Commission to direct APTRANSCO to provide the sum pending from these concerns on the basis of the wheeling charges fixed by the Commission.

11.
Plans for rationalization of manpower shows that more than 50% of the sanctioned posts are to be left vacant. What are its implementation for security, efficiency and functionality of the transmission system? Regarding the new lines to be commissioned it was stated that regular staff would be recruited based on the instructions of the government. While the Acts allow autonomy to the Licensee in all aspects why look towards the government even for sanctioning of post that are vital for maintenance of the new lines?  

12.
Table 4 (p.20 of TRANSCO ARR) shows that while the Commission allowed Rs. 215.87 crore towards employee costs the Licensees incurred costs under this head is only Rs. 141.84 crore for the year 2008-09. Whether this will hold good for the second control period also.

13.
TRANSCO proposes to recover Rs. 90.70 crore during the second control period for the profits it was not able to recover during the first control period. This may not be allowed.

