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Reformsin Vulnerable Power Distribution
Sector in Odisha—BOT Modd

Prelude

The connection between energy demand/
consumption and economic growth is crucid for
determining the future growth path of the date.
Severa research studies on energy and GDP
nexus in India reved that power consumption
influences the economic growth in India both in
long runandin short runt . Power Sector not only
facilitates functioning of the economy and socid
sectors but a so accd erates economic growth with
development. The estimated consumption of
electricity with respect to GDP in Indiais 0.95
indicating for 1% rise in dectricity consumption,
the GDP will go up by 0.95%.2

The State Government is continuing its
effort toimprove the poser sector through severd
programmes and projects in its various policy
documents. The power sector, dong with gasand
water supply sub-sectors, contributes in real
terms at 2004-05 prices, about 3 percent of
Odisha's GSDP. The share of this sector in the
industry sector inreal termsat 2004-05 pricesis
about 12 percent. Thisisvery low as compared
to other states in the country. The Economic
Survey 2012-13 of Govt. of Odisha has
envisaged that the Power Sector will grow at
3.5 percent inred terms. Sinceitisavita sector
of the economy, it has pogtive linkages with
industrial activities, trade and commerce.
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Therefore, adequate availability or deficiency of
power influences the economic performance or
the economic activities of the State.

Overview of Power Generation

Taking the data from the Economic
Survey of Odisha, since FY 2005-06, the gap
between indalled capacity and availability of the
power is darmingly going up, which is a mgor
concern for the business activities of the State.
On an average, theavailahility to indtaled cgpacity
of power ratio hasbeenvery low a around 34%
in last saven years which is lower than nationa
average. At the same time, The power
consumption hasincreased by 5.33% in last five
years on compound average growth rate basis.
If welook at the segment of the consumersamost
90% of the power is consumed by Industria
sector followed by commercial sector and
domestic sector. Therefore, rise in consumption
demand is mainly triggered by these three
segments. Out of this consumption, the share of
rurd consumersisaround 70% during FY 2011-
12 consuming 23% of total consumption in
Odisha. The domestic consumer condtituting 90%
of the total consumer consume 30% of total
consumption. At theend of the FY 2011-12, the
demand of power is 102% of the availability of
power. Since the demand for power is stock
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concept and consumption is a flow concept,
therefore, there is a need to raise the power
avallability to meet the consumption. Making a
state-wise comparison of percentage of villages
eectrified, Odishas pogtion isin last three next
to Nagland and Tripurawith 79% e ectrification.
The peak demandin FY 2011-12 was 3300 MW
wheress the availability in the peak hour is 2600
MW which reflects 21% shortfdl. Themaximum
peak demand in Odisha as forecasted by the
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Centrd Electrical Commission isat 9768 a FY
2016-17 from the present level of 3300MW at
FY 2011-12 showing a compound average
growth rate of 110%.

Thefollowing table depictsthe projection
of peek demand, energy requirement andindtaled
cgpacity during the 12" Plan Period by Centra
Electrical Authority based on some assumptions
for our State.

Table 1:Electric Power Survey by CEA

The Report of 17th Electric Power Survey (EPS) of India published by CEA in March, 2007 made
the forecast for the power demand of Odishafor 11th, 12th & 13th plan as shown in Table below :

FY 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 |2016-17 | 2021-22 Remarks
end of end of end of
11th 12th 13th
Plan Plan Plan
Peak Demand | 4459 4783 5130 5502 5002 |6330 10074 |As per table 6.4
(MW) of 17th EPS of
CEA, Energy
Energy Requ- | 27149 | 29204 | 31415 | 33793 | 36351 (39096 | 63,098|Requirement and
irement (MU) Peak Demand
have been comp-
uted for 12th
Plan @ 7.57%
Installed capa- | 6670 7154 7687 8245 8828  |9469 15069 [and 7.26 respec-
city Requireed tively.
(MW)

The Problems in Distribution Sector in
Odisha and State wise Compar ative View

However, the focus of the andyss is
digtribution segment of the power sector. The
question is whether the availability power which
isdiscussed earlier will be able to meet the pesk
demand and requirement of energy. The biggest
chdlenge of the power sector is the high T&D
losses. A combination of technical and non-
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technical factors is contributing to high
Transmisson and Didtribution losses. Lack of
consumer education, politica interference, and
inefficient use of dectricity is further aggravating
the problem. AsT& D lossfiguresdid not capture
the gap between the billing and the collection, the
concept of Aggregate Technicd & Commercia
(AT&C) loss was introduced in 2001-2002 to
capture total performance of the utility.




JUNE - 2013 QOdisha Review

Table 2:Perfor mance of DI SCOM

AT& C Losses
State Utility AT & C Losses (%)
2009-10 201011 2011-12

AndhraPradesh  Northern Power Digtributiuon Company

of Andhra Pradesh Ltd. 17.00 17.42 17.11

Centra Power Digtribution Company of

Andhra Pradesh Limited 18.41 17.34 15.93

Southern Power Didtribution Company

of Andhra Pradesh Limited 11.94 N/A 11.82

Eastern Power Digtribution Company of

Andhra Pradesh Limited 10.17 8.56 6.89

Average 14.38 14.44 12.94
Assam Assam Power Didtribution Limited 33.50 31.00 27.49
Bihar Bihar State Electric Board 38.32 43.59 42
Chhattisgarh Chhattisgarh State Power Digtribution

Company Limited 34.7 33.24 32
Delhi BSES Rgdhani Power Limited 2311 19.8 17.83

BSES Ddhi Power Limited 19.03 16.8 17.81

North Delhi Power Limited 14.47 13.2 13

Average 22.83 20.76 20.16
Gujarat Paschim Gujarat Vij Company Limited 35.31 29.03 29.89

Dakshin Gujarat Vij Company Limited 19.37 16.23 17.36
Madhya Gujarat Vij Company Limited 13.04 11.83 11.8

Uttar Gujarat Vij Company Limited 16.87 6.63 10.13
Average 21.15 15.93 17.30
Haryana Uttar HaryanaBijli Vitran Nigam Limited 32.16 24.9 24.22
Dakshin HaryanaBijli Vitran Nigam Ltd.  26.97 24 23
Average 29.57 24.45 23.61

Himachal Pradesh Himacha Pradesh State Electric Board Ltd 26.28 24.12 19.38
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Jammu & Kashmir Jammu & Kashmir Power Development

Department N/A 60.55 56.76
Jharkhand Jharkhand State Electricity Board 47.09 41.42 40.6
Karnataka Gulbarga Electricity Supply Company Ltd. 41.4 30.56 34.46

Hubli Electricity Supply Company Limited 26.44 25.39 2311
Chamundeswari Electricity Supply Company

Limited 23.88 189 15.24

Bangaore Electricity Supply Company

Limited 16.35 14.55 14.5

Manga ore Electricity Supply Company

Limited 12.64 11.92 10.98

Average 24.14 20.26 19.66
Kerala Keraa State Electric Board 17.71 16.09 15.56
Madhya Pradesh  Madhya Pradesh Poorv Kshetra Vidyut

Vitaran Company Limited 39.55 34.48 31.76

Madhya Pradesh Madhya Kshetra Vidyut

Vitaran Company Limited N/A 31.82 29

Madhya Pradesh Paschim Kshetra Vidyut

Vitaran Company Limited 28.62 26.41 24

Average 34.09 30.90 28.25
Maharashtra Maharaghtra State Electricity Distribution

Company Limited 21.41 17.28 16.27
Odisha Southern Electricity Supply Company of

Odisha Limited 50.26 52.15 48.93

Western Electricity Supply Company of

Odisha Limited 35.74 42.94 40.6

Northern Electricity Supply Company of

Odisha Limited 35.73 36.04 34.04

Centra Electricity Supply Utility of Odisha 39.43 37.59 24.76

Average 40.29 42.18 37.08
Punjab Punjab State Power Corporation Limited 20.12 18.71 17.54
Rajasthan Ajmer Vidyut Vitran Nigam Limited 30.68 22.93 21.00
India 26.58 26.15 27.15

Source: Power Line Research
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Fromthetable, itisevident that the AT& Closses
of DISCOMSs in our gtate is much more than
nationd average and, the quantum of lossisthe
second highest. In smple, it implies, if AT& C
losses of our State Discoms is 40%, then power
purchased from GRIDCO of amounting Rs.100
crore, the Discoms are able to pay only Rs.60
crore, incurringa lossof Rs40 crore. Thisaffects
the financial position of both GRIDCO and
DISCOMs. To corroborate this, the Economic
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Survey of Odisha 2012-13 has identified both
GRIDCO and OPTCL aslossincurring units.

The interesting point is estimating the
losses from the transmission sector. In the table
below, incaseof Odisha, thelosswitnessin case
of OPTCL isaround 3.9% whichiscomparatively
low as compared other trangmission utilizes. The
Transmisson Loss here is only technica loss.
Therefore, it proves that the technical loss and
commercid loss are very large and sgnificant in
the DISCOMSs of our State.

Comparative View of Transmission Utilitiesin India

Table 3: Transmission losses

Utility L osses (%) Utility L osses (%)
2009-10 2010-11 2011-12 2009-10 2010-11 2011-12

BSEB*  38.32 4359  42.00 HPPTCL 3.31# 1.55 1.51™

MeECL"  33.95 NA 28.38 DTL 1.38 1.28* 1.21

KSEBr  17.71 16.09  15.56"

UPPTCL 3.98 3.56 5.22 BSEB: Bihar State Electricity Board; MeECL.:
Meghalaya Energy Corporation Limited,;

HVPNL  4.66 4.21 4.79* KSEB: Kerala State Electricity Board;
UPPTCL: Uttar Pradesh Power Transmisson

CSPTCL 5.00 4.67 4.50 Corporation Limited; HVPNL: Haryana Vidyut
Prasaran Nigam Limited; CSPTCL.:

PSTCL  4.63 5.05**  4.50 Chhattisgarh State Power Transmission
Company Limited; PSTCL: Punjab State

Maharansoo 4.61 4.31 4.28 Transmisson Company Limited; M ahatransco:
Mahar ashtra State Electricity

AEGCL 550 4.50 4.25 Transmisson Company Limited; AEGCL.:
Assam Electricity Grid Corporation Limited;

AP Transco 4.65 4.50 4.23* AP Transco: Transmisson Cor poration of
Andhra Pradesh Limited; RVPNL: Rajasthan

RVPNL  6.06 4.40 4.20 Rajya Vidyut Prasaran Nigam Limited; KPTCL:
Karnataka Power Transmission Corporation

KPTCL 4.20 NA 3.98 Limited; GETCO: Gujarat Energy Transmisson

Corporation Limited; OPTCL: Odisha

21




JUNE - 2013

Odisha Review

GETCO 4.28 3.85 3.94 Power Transmission Corporation Limited;
MPPTCL: Madhya Pradesh Power
Transmission

OPTCL 3.90 3.90 3.80 Corporation Limited; WBSETCL : West Bengal
State Electricity Transmisson Company

MPPTCL 3.88 3.74 3.51 Limited; PTCUL: Power Transmission
Corporation of Uttarakhand Limited; HPPTCL :

WBSETCL 2.74 NA 3.10 Himachal Pradesh Power Transmission
Corporation Limited; DTL: Delhi Transco Ltd.

PTCUL 136 1.92 1.88 * Asof September 2011; ~ T&D losses, ** As of

June 2011; # HPSEB losses, ™ Projected;
NA: Not available

Source: Power Line Research

It is estimated that 1% reduction in T&D losses
would generate savingsof over Rs.700to Rs.800
croresin India Reduction of T&D lossto around
10% will release energy equivaent to an additiona
capacity of 10,000-12,000 MW. However, from
theinternd caculation 1%0 AT& C will benot less
than 10,000 crores for Odisha. Thishasadirect
impact on the upsde of the eectricity tarrif.

Tariff and AT & C Losses

The revenuesrealised can be decomposed by the
following equation:

Where:

R: Revenuesredised (in Rupeeshillions), before
subventions.

U: Energy unitsinput (in Million Kilowett Hours).
T: Effective Taiffs (in Rupees/Energy Unitinput).
L: Aggregate Technicd and Commercia Losses
(in percentage).

Thisgivesaclear picture about the tariff.
If AT&C increases, tariff has to go up to
compensate the fall in revenue realization.
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Othewise fdl in revenueredizationwill adversdy
affect thefinancia pogtion of DISCOMsaswell
as GRIDCO. Thisis typicdly applicable to the
power distribution sector of Odisha.

Therevenuelosses consequent upon high
AT& Closseshasparaysed the distribution sector
of our sate. Firgt of al the the DISCOMs and
GRIDO areincurring losses. Because of lack of
funds, DISCOMsarenot in apostion for capita
expenditure (CAPEX) which could have reduced
technical losses. Because of lack of CAPEX, the
consumersare nat getting the qudity power supply
a adedred level. Thistriggersthe consumersnot
to pay the dectricity bill dueto them. Hence, there
iIsaviciouscircle,

Inadequate CAPEX by DISCOMS, lack
of requisite expertise coupled with poor financid
positions have resulted in inadequate and ageing
sub transmission and ditribution network leading
to frequent power cuts, locd failure and faults,
large scaletheft, and inefficient use of thedectricity
by the end user. Consumers encounters day to
day problem on getting new connections,
enhancement of loads, stiff procedures, unfriendly
commercial policies, tardy metering, inflated
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billing, collection inefficiency, hogtile Discom gff,
lack of employee ownership, massve churning
of consumers, poor dispute resol ution mechanism.
The low voltage operation in the digtribution isa
mgor reason of higher technical losses due to
inherent properties of the network.

In addition to the above, poor
infrastructure in DISCOMs due to lack of
renovation and modernization, overloading, poor
operation & maintenance, non configuration of
feeder lines & digribution transformer so as to
reducethelength of LT lines, non usage of smdler
sze energy efficient digtribution transformers,
software error, low employee efficiency and
obsolete technology aggravates the neglected
distribution sector.

Way forward

The logicd thinking will be to would be
to fix thelesking bucket (AT&C) rather than to
persstently emphasize shortages of power and
forever make exaggerated estimates of future
demands for power. Then, it is pertinent to look
for a sustainable drategy with a sngle objective
of reducing AT & C Lossesto bresk the vicious
circle

In order to reduce the AT & C Losses,
the DISCOMSsin various states has adopted Built-
Operae—Trander (BOT) modd in Public Private
Partnership Mode. Planning Commission has
coined thismodd as Digtribution Franchise (DF)
Model. The DF/BOT model was first
implemented by Maharashtra. By implementing
this model AT&C losses has reduced from
21.41% in 2009-10 to 16.27%. By adopting
DF Modd, Torrent hasbeen abletocurb AT &
C loses in Bhiwandi. As indicated in Table 1
above, those states like Chhattisgarh, Delhi,
Gujarat, Karnataka, Madhya Pradesh,
M ahar ashtra who have implemented BOT-
DF Model have successfully reduced their

AT & C Losses. In some of the states, BOT-
DF modd has been implemented sdectively in
some of their dectricd divisons.

Table 4: Success Rate of BOT-DF Model

Opening AT&C 48% 25%
loss level (%)
Actual Loss 21.87% 22.88%

L evel

BOT-DF modd was implemented in
2011-12 in Bhiwandi, and Aurangabad
location Itisclear fromthe Table4that theAT&C
losses has been dropped in both the location.
Looking at the success story, BOT-DF Modd is
going to be implemented at Agra, Meerut,
Moradabad, Bareilly, Kanpur, Allahabad,
Varanag, Aligarh etc.

View of the Task Forceon BOT Modd

A Task Force on Private Participation in
Power Digtribution was constituted on November
09, 2010 under the chairmanship of Shri B. K.
Chaturvedi, Member, Planning Commisson to
develop a framework for enabling private
participation in the distribution of eectricity,
especidly by way of Public Private Partnership
(PPP). Inthisscenario of high AT & Closseshy
DISCOMs, efforts must be made to harness
private sector efficienciesto restore the financia
hedlth of the power distribution sector. During the
course of discussions, it wasaso emphasized the
need for segregation of wire or the network
business from the supply of dectricity (implying
separation of natural monopoly from the
competitive elements of power supply) and open
access in the didtribution sector.

Thefourth meeting of the Task Forcewas
held on 14 February, 2012. In this meeting, the
Report of the Sub-Group on the Franchisee
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Mode wasconsidered. The Task Forceendorsed
both the PPP Model and the Franchisee Modd,
leaving it to the Satesto chooseamodd that they
think ismore useful to them. During the course of
deliberations, the Infrastiructure Divison of the
Panning Commission rased a number of issues
on the Franchisee Modd. While deciding that
there was no need to question the legd validity of
the FranchisseModd a thisstage, the Task Force
fdtthat itisupto MoP and the State Governments
to address the issues while adopting the
Franchisee Moddl.

The expected outcomes of thisBOT-DF
model are Improvement in the Distribution
System, Rdiable and quality supply of dectricity,
Savings in resources and time given the paucity
of budgetary resources and the deteriorating
financid hedth of the Discoms, Eliminaion of
regulatory risk, Government’ soverarching roleto
continue etc.

Giventhefact that AT & C lossesof our state
around 40% and in some of the eectrical
divisionsit, in fact, exceeds 40%, we need
to assess the relevance of the BOT-DF
Modédl.
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