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In the matter of:
Fixing the rate of sale of Free Power of Government of Himachal Pradesh to HP State Electricity Board Ltd. for FY12
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Sh. Subhash Chander Negi, 

Chairman
Order

(Date of Order:  14.07 .2011)

Background

1.1 Paragraph 2 of the Electricity [Removal of Difficulty] (Third) Order, 2005, which came into force on the 8th of June, 2005; empowers the State Commission to regulate the price at which the free power received by the State Government from hydro generating stations is sold by the State Govt. to the distribution licensee in the State, reads as under -

“2. Disposal of free electricity received by a State Government from hydro power generating stations:-

The State Government receiving free electricity from hydro power generating stations shall have discretion to dispose off such electricity in the manner it deems fit according to the provisions of the Act:

Provided that if such electricity is sold by the State Government to a distribution licensee, the concerned State Commission shall have powers to regulate the price at which such electricity is procured by the distribution licensee.”

1.2 The Government of Himachal Pradesh (hereinafter referred to as “State Government”) has free power entitlement in the generating stations of NTPC, NHPC, SJVNL, PSEB, the Distribution Licensee’s i.e. Himachal Pradesh State Electricity Board Limited (hereinafter referred to as the “HPSEBL”) own generating stations and IPP stations as detailed in the Table 1 below, in lieu of State resources being used by these generating stations. 

Table 1: Free Power Entitlement of GoHP

	Generating Stations
	Free Power Share

	Baira Suil
	12.00%

	Chamera-I
	12.00%

	Chamera –II
	12.00%

	Shanan Share
	Fixed

	Ranjeet Sagar Dam Share
	4.60%

	Malana 
	15.00%

	Baspa – II
	12.00%

	Patikari
	12.00%

	Nathpa Jhakri
	12.00%

	Ghanvi
	12.00%

	Baner
	12.00%

	Gaj
	12.00%

	Larji
	12.00%

	Khauli
	12.00%

	Allain Duhangan
	12.00%

	Budhil
	12.00%

	Malana II
	12.00%

	Chamera III
	12.00%

	Karcham Wangtoo
	12.00%

	Uhl-III
	12.00%


1.3 Prior to FY 2004-05, the entire free power share of State Government was available to HPSEBL at the rate equal to the tariff rate of the lowest slab for domestic consumers i.e. 70 paise/ unit. 
1.4 Subsequently, in FY 2005-06, the State Government through a notification withdrew this arrangement with HPSEBL and the free power was now available to HPSEBL only during the winter months (November to March) and at price equal to the average cost of power purchase of HPSEBL from various sources. On the basis of this notification the State Commission in the Tariff Order of FY 2005-06 determined the average rate of power purchase of HPSEBL at Rs. 1.93 per unit and the same was considered for fixing the rate of free power purchased by HPSEBL in FY 2005-06. 

1.5 In the Tariff Order of FY 2006-07, the State Commission switched over from the approach of fixing the price of free power equivalent to the average cost of power purchase of HPSEBL to marginal cost of power from Central Sector generating stations and on the basis of the new approach the State Commission fixed the price of free power to be purchased by HPSEBL in FY 2006-07 at Rs. 2.35 per unit.

1.6 In the Tariff Order of FY 2008, the State Commission had determined the price of free power equivalent to the marginal cost of power from Central Sector generating stations and fixed the price of free power to be purchased by HPSEBL in FY 2007-08 at Rs. 3.04 per unit

1.7 The State Commission had continued with the same philosophy for FY 2008-09 in the MYT order and fixed the rate of free power to be purchased by HPSEBL from State Government at Rs 3.04 per unit (including 4 Paise per unit trading margin as this power is routed though PTC).

1.8 The State Commission had determined the price of free power equivalent to the marginal cost of power from Central Sector generating stations and fixed the price of free power to be purchased by the by HPSEBL in FY 2009-10 at Rs. 2.87 per unit and in FY2010-11 at Rs 3.19 per unit.

Determining the price for free power for FY 2011-12

1.9 The Commission feels that in view of the changed scenario of the power market, there is a need for review of the philosophy followed for determining the price of free power in the past i.e. for FY07 onwards. Since, the rate for free power is required to be fixed in advance and is not subject to real time adjustments, it may be fair to determine the rate on the basis of average cost rather than the marginal cost.

1.10 The Commission has accordingly considered possible alternatives which should not only fetch a reasonable rate to the state government but also enables the licensee to procure power at the rates which do not vary considerably from the average cost of power purchase. The Commission also explored the possibility of fixing station-wise rates but did not find the same to be feasible in view of the requirements of the merit order operation. 

1.11 The Commission has computed the rate for free power for FY12 on the following lines.

(a) The annual average bus bar rate for the preceding year (FY11) for each station from which GoHP has free power entitlement has been compared with the average cost of power purchase for the same year (FY11) and the rate which ever of the two is higher has been adopted for working out the power purchase cost for free power received from each station. 

(b) The average rate of free power for FY12 has been then computed by dividing the total free power purchase cost with the quantum of free power received. 

(c) The rate so worked out shall be considered as the firm rate for purchase of free power by HPSEBL during FY12.  

(d) The average rate of free power for FY12 determined on above principle has been determined as Rs 2.96/kWh as shown below:

Table 2: Free Power Rate

	Generating Stations
	FY11 Received by HPSEB
	Ex Bus Rate
	Average Power Purchase Cost (APPC)
	Max of A , B
	Free Power Cost 
(Max of APPC & Ex Bus Rate)

	 
	MU
	P/kWh
	P/kWh
	P/kWh
	Rs Cr

	 
	 A
	B
	C
	D
	 E = D*A

	Baira Suil
	42.81
	78
	225
	225
	9.62

	Chamera-I
	138.91
	149
	225
	225
	31.21

	Chamera -II
	63.91
	338
	225
	338
	21.58

	Shanan Share
	2.63
	40
	225
	225
	0.59

	Ranjeet Sagar Dam Share
	75.59
	565
	225
	565
	42.72

	Malana $
	49.43
	295
	225
	295
	14.58

	Baspa - II
	176.13
	278
	225
	278
	48.94

	Patikari
	6.84
	225
	225
	225
	1.54

	Nathpa Jhakri
	303.20
	292
	225
	292
	88.50

	Ghanvi
	7.24
	164
	225
	225
	1.63

	Baner
	5.01
	149
	225
	225
	1.13

	Gaj
	4.28
	227
	225
	227
	0.97

	Larji
	79.97
	241
	225
	241
	19.31

	Khauli
	5.01
	351
	225
	351
	1.76

	Allain Duhangan
	9.41
	295
	225
	295
	2.78

	
	970.36
	
	
	 
	286.86

	
	
	
	Free Power Rate
	 Rs/kWh
	295.62

	
	
	
	 
	 Rs/kWh
	296


1.12 The State Commission, therefore, fixes the rate of purchase of free power by HPSEBL for FY 2011-12 at Rs. 2.96 per unit.

1.13 This Order shall be applicable for the purchase of free power from 1st April, 2011 till 31st March, 2012, unless allowed to be continued for further period with such variations and modifications as may be ordered by the State Commission.

Subhash Chander Negi 
Chairman, HPERC
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