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M/s Eternity Parters, a Company registered with the Registrar of Firms, Government of Mizoram, Aizawl, under the Companies Act, 1956, has filed an application before the Commission on 10th October, 2012 for grant of License for Intra-State Trading of Electricity in Mizoram.


Preliminary examination of the Application has revealed that the application has been submitted in accordance with JERC for M&M (Procedure, Terms and Conditions for Grant of Intra-State Trading License and other Related Matters) Regulations, 2010, and also found to be acceptable for consideration of issuing Intra-State Trading License for trading of electricity in the State of Mizoram.


Accordingly, the petitioner was directed by the Commission, vide its letter No.H.20012/01/12-JERC Dated 26th October, 2012, to publish the Notice of Application in the prescribed format as required under Regulation No. 12(1) of the aforesaid Regulation.


In pursuance of the above direction, the notices were published in different local newspapers in both English & Mizo languages. In response to the public notices, a single objection in writing was received on 16th November, 2012.


A public hearing, as required by Regulation 15 of the JERC for M&M (Procedure, Terms and Conditions for Grant of Intra-State Trading License and other Related Matters) Regulations, 2010, was arranged on 8th January, 2013 through wide publication. The Presidents, General Secretaries of Voluntary Organisations, Social Workers and Academicians were also invited to take part in the public hearing.


During the public hearing, the representative of CYMA that submitted written objection, made it clear that the Association does not have any objection if the process is initiated as per Law. Representatives of other organizations and individuals present in the hearing were found to be encouraging the new proposition. Thus, the Commission heard both the petitioner and the general public carefully.


The Commission in the meantime directed the Petitioner to furnish additional information on specific issues vide its letter No.H.20012/01/12-JERC dt. 21st November, 2012. The Commission also referred the application to the Government of Mizoram to intimate if there is any standing policy of the State Government on electricity trading within the State and informed about the provision of Section 108(1) of Electricity Act, 2003 for giving direction. In reply, the State Government has intimated vide its letter No.B.16012/27/2009-P&E/Pt.VI dated 17th January, 2013, that the State does not have a policy on electricity trading at present.


The Commission has also sought for clearance from the State Government in legal aspects etc. of the Application. The matter was again discussed at length in the 11th Meeting of the State Advisory Committee, Mizoram held on 10th January, 2013. All the Members welcomed the proposal and accorded acceptance to the issue of the license.


The Commission has also examined the eligibility requirement of the trader in accordance with the relevant Regulations of the Commission that indicate the following two basic components.


(i)
Technical Requirement which relates to experts and skilled –

(a)
technical staff with relevant qualifications, experience and knowledge of Power System Operations, and

(b)
Finance, Commerce & Accounts Staff with relevant qualifications & experience in commercial market settlement activities.

(ii)
Financial Requirement which relates to Net Worth, Capital Adequacy and Credit Worthiness.


On scrutinizing the application, it has been found that M/s Eternity Partners has the necessary organizational capacities to carry out the activities involved in the trading of power in Mizoram and discharge the functions of a trader efficiently as laid down in the aforesaid Regulations.


The Commission has also made a comparison between the net worth of the petitioner company given in the Application and the minimum net worth requirement as laid down in Section 4(3) of the aforesaid Regulations which is reproduced below.

The Net Worth Requirement of the Electricity Trader/Applicant at any time shall not be less than the following amounts:

	Sl. No.
	License Category
	Volume of Electricity Traded in MU per month
	Net worth Rs. Crore

	1
	A
	Upto 5 MU
	0.1

	2
	B
	Greater than 5 MU and upto 10 MU
	0.2

	3
	C
	Greater than 10 MU and upto 20 MU
	0.4

	4
	D
	Greater than 20 MU and upto 30 MU
	0.6

	5
	E
	Greater than 30 MU and upto 40 MU
	0.8

	6
	F
	Greater than 40 MU and upto 50 MU
	1.0

	7
	G
	Greater than 50 MU
	1.0 plus 0.02 crore for an increase of 10 MU or part thereof 50 MU



The petitioner has made in its application a proposal for trading 65.7 MU of energy in its first year of the business which may increase to 72.77 MU and 79.5 MU in two subsequent years. Based on this projection, the average trading volume of energy in a month has been worked out at 5.5 MU approximately. This calculation has shown that the petitioner is seeking for a “B” Category License and the corresponding Net Worth Requirement is              ` 0.20 crore i.e. ` 20.00 lakhs. Against this requirement, the Petitioner has shown, with the authentication by M/s Chhabra & Associates (Chartered Accountants), a Net Worth of ` 52.97 lakhs as on 31st March, 2012.


The Petitioner has also indicated in its application an overall turn over of ` 1.26 cr. (` 126 lakhs) in the year 2011-2012. A Solvency Certificate has also been furnished by “Yes Bank” Mumbai in favour of the petitioner stating that the petitioner may be treated as good solvent for a sum upto ` 25 lakhs. However, regarding requirements related to Capital adequacy and credit worthiness, it is evident that these factors, by very definitions laid down in the aforesaid Regulations, can be worked out only after capturing the trade default risk and “pool rate” of power handled by the trader which may not be specified at the time of initial grant of license to any petitioner.


From the above, it is abundantly clear that the petitioner satisfies the basic eligibility requirements making her eligible to carry out intra-State trading upto the desired volume, as indicated above.


Hence, the application of M/s Eternity Partners is being considered to permit it to carry out such trading activity in Mizoram within the framework as specified in this order, accompanying license, terms and conditions of aforesaid Regulations and the Electricity Act, 2003. Section 86(1) (j) of Electricity Act, 2003 provides that the State Commission shall fix the trading margin in the Intra-State Trading of electricity if considered necessary. The JERC for M&M (Procedure, Terms & Conditions for Grant of Intra-State Trading License and Related Matters) Regulations, 2010 which has been framed in pursuance of Section 181, 14, 15, 16 & 52 of EA, 2003, under its Section 19(b) also provides that “the Trading Margin for the Intra-State Trading fixed by the Commission from time to time, shall be applicable to the Licensee”.


Accordingly, the Commission has held the discretionary power of fixing trading margin on case to case basis. The Commission has also noted that only one Intra-State Trading License is going to be issued as of now and as such, the chance of development of a competitive market among the traders is also remote. On the other hand, it is also felt that the possibility of cartelization, particularly in a power shortage scenario, cannot be ruled out. Therefore, the Commission has decided that in the absence of a trading margin Regulation of its own, adoption of CERC margin which is 7 paise per unit (7p/kWh) becomes the most plausible reasonable and fair choice.


Therefore, in view of the fact that the petitioner satisfies the technical, commercial and financial requirements to qualify as Intra-State Trader in accordance with the JERC for M&M Regulations, 2010, it is directed that the petitioner be issued the license for Intra-State Trading for the trade volume indicated in its petition, within the State of Mizoram.


The issue of license shall be subject to the petitioner complying with the provisions of the EA, 2003, rules framed by the Appropriate Government and Regulations as framed by the Commission from time to time in all respects.


Secretary is directed to intimate the terms and conditions of the license to the applicant for acceptance.


The petition is accordingly disposed off.

Sd/- H. BIHARI SINGH

Chairperson

Place  : Aizawl

Dated : 22nd January, 2013
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