PUNJAB STATE ELECTRICITY REGULATORY COMMISSION

SCO NO. 220-221, SECTOR 34-A, CHANDIGARH
                                                                                 Petition No. 25 of 2010

                                                                                      Date of hearing: 5.10.2010

                                                                                       Date of Order: 19.01.2011
In the matter of : Petition   for non compliance of Tariff Order dated 23.4.2010 passed by the Commission for FY 2010-11 and non-compliance of IEGC under provisions of Sec. 142 and 86(b) of Electricity Act, 2003.

AND
                   In the matter of:    Shri Gurnek Singh Brar (Retd. SE PSEB),    1,  Ranjit Bagh, 

                                                 Opp. Modi Mandir, Patiala.

Versus

   Punjab State Power Corporation Limited, The Mall, Patiala

         Present:      
        Shri Jai Singh Gill, Chairman




        Shri Satpal Singh Pall


                   Shri Virinder Singh, Member     

For the Petitioner:  Shri Gurnek Singh Brar

For PSPCL:           Shri Ravinder Gautam, S.E./TR-II   
    ORDER
1.
Shri Gurnek Singh Brar has filed this petition bringing out the adverse implications of heavy power purchases effected by the Punjab State Power Corporation Limited (PSPCL) and the heavy cost of drawing Un-scheduled Inter-change (UI) power specially when low frequency prevails in the system. In that context, the petitioner has suggested that the following steps need to be taken:
(a)      That the Commission requires PSPCL to comply with the directions  contained in para 4.8.5(e) of the Tariff Order for 2010-11 by:

(i)
capping the cost of UI drawals and power purchases at Rs.4.2731 paise per unit;

(ii)
approaching the Commission immediately in case of emergent conditions which require a deviation without waiting for the next true-up /review exercises;

(iii)
purchasing power (including UI) in a judicious and economic manner;

(iv)
resorting to demand management practices to maintain its commercial viability.

(b)   
The petitioner has further suggested that the Commission also direct PSPCL and SLDC, where necessary, to:

(i)
disclose on a weekly basis the actual short term power purchases effected with details including source, trader and the rate of purchase. PSPCL be also required to display the same on its website.

(ii)
comply with the provisions of the Central Electricity Regulatory Commission (CERC) Regulations and the Indian Electricity Grid Code (IEGC) governing drawal of UI with particular reference to restrictions on drawing UI power when frequency is below 49.5 Hz.
(iii)
effect UI drawals below 49.5 HZ only in case of force majeure conditions or for a brief period required to carry out load management/shedding.

(iv)
furnish the details of UI drawal on weekly basis including quantum and rate on its website.

(v)
display on its website deviations from IEGC and violation of IEGC by way of over drawal below 49.5 GZ as and when weekly UI accounts are issued by the Northern Regional Power Controller (NRPC).


(c)
The petitioner has also dwelt upon the need for the Commission to:
(i)
adjudicate and decide that the extra power purchase/UI drawal on high rates effected on the directions of the State government be covered under section 65 of the Electricity Act 2003 and advance/upfront payment be made by the Government to PSPCL.
(ii)
levy penalty on PSPCL for non-compliance of orders/directions relating to the regulation of power purchase and exceeding the limits imposed in the Tariff Order on the quantum of power to be purchased in a particular year.

2.
Subsequently, the petitioner filed additional submissions on 3.6.2010 and 26.7.2010 wherein the following prayers were made:
(a)
The Commission may initiate action against PSPCL under section 142 of the Act for infringement of IEGC and sections 29(2) and 29(3) of the Act.

(b)
The Commission may take cognizance of adverse comments passed in para 3.6 of the minutes of the 50th meeting of the NRPC OCC and require PSPCL to furnish details of power purchased, sold or surrendered month-wise starting from April 2010.

3.
PSPCL filed a reply stating therein that it makes continuous efforts to maintain grid discipline and effects power purchases and drawals from the grid under UI with a view to maintaining frequency within the permissible range as required by IEGC. The petitioner filed a rejoinder on 1.10.2010 to the reply of PSPCL. Arguments were heard when the parties reiterated the pleas. The petitioner has argued that PSPCL has been making excessive power purchases in the months of April and May 2010 in addition to heavy over-drawals under UI violating the provisions of IEGC. In this manner, it is urged that the financial viability of PSPCL has been adversely affected and with a view to ensuring compliance of IEGC provisions and restoring the financial viability of the distribution licensee, the Commission needs to take action as suggested by the petitioner.
4.
PSPCL, in its subsequent reply submitted on 2.8.2010, has contended that there was an increase of nearly 22% in demand during the month of April 2010 on account of high temperature prevailing all over the country. For these reasons, PSPCL had to procure an additional 200 MW of power from the Govt. of Himachal Pradesh in addition to drawals under UI. During the month of May 2010, it is pointed out, there was substantial loss of generation from PSPCL’s thermal units on account of forced outages which resulted in heavy over-drawals from the grid inspite of additional procurement of 200 MW through the Power Trading Corporation. In further submissions filed on 19.8.2010, PSPCL furnished the details of month-wise loss in generation from the hydro power plants of BBMB and PSPCL as well as the thermal stations of NTPC during April, May and June 2010. PSPCL has further argued that whenever there is any outage in the State/Central sector generating unit, it becomes very difficult for SLDC to restrict drawal at short notice as directions requiring load shedding even if immediately conveyed require time for their implementation. In the circumstances, there is a certain inevitability in PSPCL occasionally drawing UI below 49.5 Hz in some time blocks. Subject to such limitations, PSPCL has  assured that it is committed to the maintenance of grid discipline and would restrict consumption of power in times of low frequency by enforcing demand management measures.
5.
The Commission has been repeatedly expressing its concern about the additional purchase of high cost power from traders or through UI and its adverse effect on the commercial viability of the distribution licensee. In that context, emphasis has been laid on the need to purchase power in a judicious and economic manner in addition to adopting demand management practices where necessary. In the past, the Commission had specified in the Tariff Order the total quantum of power required in a particular year and the cost of effecting such purchases but had allowed subsequently the actual cost incurred by the distribution licensee in purchasing additional power during that year. The Commission’s policy at that time was dictated by the consideration that the additional power purchases had been utilized in the State and that the distribution licensee should be fairly compensated therefor. However, it was noted over the years that there was an increasing tendency to buy larger quantities of additional power at higher rates which passed on the burden of such purchases to the consumers in addition to its deleterious effect on the finances of the distribution licensee. Mindful of such trends continuing in the last several years, the Commission has in the Tariff Order for the year 2010-11 chosen to restrict the cost of additional power purchases to the Licensee’s average rate of realization per unit. In this manner, a considerable financial disincentive has already been put in place if high cost power is procured either from traders or through UI. Keeping this in mind, the Commission does not deem it necessary to issue any further directions in this regard as it expects that PSPCL will undoubtedly keep the implications of additional power purchase in mind and will source additional power only when it is strictly necessary. In refraining from more proactive intervention in power purchases effected by PSPCL, the Commission is also mindful of the fluctuating conditions in the grid and the consequent need to effect purchases at short notice. However, the imperative of effecting judicious purchases of power has at all times to be upheld failing which PSPCL faces the imposition of onerous financial disincentives.
6.
The petitioner has also contended that PSPCL needs to be penalized for infringements of the IEGC. However, the Commission is of the view that such instances are already being dealt with in accordance with a well established procedure whereby financial penalties are leviable upon a distribution licensee and further recourse to action under the Electricity Act 2003 is not necessary.
7.
Notwithstanding the above observations, the Commission holds that there is need for greater transparency in effecting power purchase by PSPCL. Towards that end, it is entirely appropriate that data concerning short term power purchases effected by PSPCL are placed on its website on a monthly basis with all relevant details including source from which such purchases were effected and the rate. Similarly, PSPCL should, every month, post on its website details  of UI drawals including the quantum, rate and the reasons therefor. The Commission directs that such information will become available within one month of issue of this order.
8.
The petition is disposed of accordingly.

Sd/-



  Sd/-




     Sd/-
      (Virinder Singh)                     (Satpal Singh Pall)                         (Jai Singh Gill)

        Member
                             Member

                               Chairman

  
   

      Chandigarh

      Dated: January  19, 2011
PAGE  
5

