BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

 BHUBANESWAR

IN THE MATTER OF 

An Application for approval of Annual Revenue Requirement and Retail Supply Tariff for the financial year 2008-09, under Section 62 and other applicable provisions of the Electricity Act 2003 and in conformity with the provisions of OERC (Terms and Conditions for determination of Tariff) Regulations, 2004 and OERC (Conduct of Business) Regulations 2004.

AND 

IN THE MATTER OF 

North Eastern Electricity Supply Company of Orissa Ltd (NESCO)

Affidavit verifying the Reply to the queries of Hon’ble Commission on the Annual Revenue Requirement and Tariff Application for the FY 2008-09.

I, Manoranjan Mahapatra, son of Late Sri Prafulla Chandra Mahapatra, aged about 57 years, residing at Balasore do hereby solemnly affirm and state as follows: -

I am the Chief Executive Officer of the North Eastern Electricity Supply Company of Orissa Limited (NESCO), Balasore, Dist-Balasore, Orissa-756019, the licensee in the above matter, I am competent to make this affidavit.

The statements made below along with the ANNEXURES annexed to this application are true to the best of my knowledge and the statements made are based on information and records and I believe them to be true

	Bhubaneswar
	DEPONENT

	Date 22nd December-2007
	Chief Executive Officer,

	
	NESCO


BEFORE THE ORISSA ELECTRICITY REGULATORY COMMISSION

 BHUBANESWAR

IN THE MATTER OF 

An Application for approval of Annual Revenue Requirement and Retail Supply Tariff for the financial year 2008-09, under Section 62 and other applicable provisions of the Electricity Act 2003 and in conformity with the provisions of OERC (Terms and Conditions for determination of Tariff) Regulations, 2004 and OERC (Conduct of Business) Regulations 2004.

AND 

IN THE MATTER OF 

North Eastern Electricity Supply Company of Orissa Ltd (NESCO)

MOST RESPECTFULLY SHOWETH 

1. The Petitioner is the Distribution and Retail Supply Licensee in the state of Orissa registered under the Companies Act, 1956.  The licensee already submitted Annual Revenue Requirement (ARR) and Retail Supply Tariff Application for the FY 2008-09 on 30th November 2007 along with the information required by the Hon’ble Commission vide letter dated 03.11.2007.
2. That the Hon’ble Commission on preliminary scrutiny of the application, vide letter dated 12.12.2007 noted a list of the information and analysis which are relevant for the purpose of the scrutiny of the ARR and Tariff for 2008-09. Hon’ble Commission further directed in the said letter, to furnish the information by 22.12.2007.

3. That the licensee submit the query wise replies hereunder for perusal of Hon’ble Commission.

(A) TECHNICAL / COMMERCIAL INFORMATION 

(i) REVENUE GAP 

NESCO in its tariff proposal left a revenue gap of Rs.303.20 crores for FY2008-09, considering the power purchase cost at 2007-08 BSP i.e. Bulk supply tariff @ 125.80 paise per unit and transmission tariff @ 22 paise per unit.   The gap considering the BST of 2005-06 is Rs.171.01crores. NESCO prays to bridge the gap through reduction of BST or increase of RST or State Govt Subsidy or combination of all

(ii) TARIFF SCHEDULE

It is submitted that there was some inadvertent typographical error in the tariff schedule filed with the ARR and RST Application for FY 2008-09. The revised tariff schedule has been submitted before the Hon’ble Commission on dated 17-12-2007. A copy of the same is enclosed herewith as ANNEXURE -I. There is no contradiction with the Tariff Proposal and the Tariff schedule.

(iii) DISTRIBUTION LOSS

The tax audited accounts for FY 2006-07 has already been submitted before the Hon’ble Commission wherein in Schedule 19 – Notes to Accounts at point B.19 the quantitative information of sale of energy and purchase of energy have been disclosed from where the distribution loss can be worked out as follows :

Purchase of Energy
(KWH-million)
    3998.686

    

Sale of Energy
(KWH-million)
    2670.177
               

Distribution Loss (KWH-million)

    1328.509


Distribution Loss (percentage)

     33.22 

The distribution loss for the period April-Sept’ 07 has been computed based on the actual energy purchased for the period from April’07 to Sept’07 and the actual energy consumed by the consumers during the period. The BST Bills raised by GRIDCO during the period Nov’06 to Sept’07 were enclosed with the ARR and RST filling for FY 2008-09 at Volume - II.

The licensee humbly submits that any further documents, as required by Hon’ble Commission shall be submitted to the Hon’ble Commission.

(iv) STATUS OF OPEN ACCESS ALLOWED OR LIKELY TO BE AVAILED.

Till date the licensee has not received any application from any consumer opting for open access.

(v) OPEN ACCESS CHARGES AND REDUCTION OF CROSS SUBSIDY.

The licensee is required to get compensation for the loss of cross subsidy element from the consumers or category of consumers who have opted for open access to take supply from a person other than the licensee in accordance with the provisions of Section 7(c) and the Chapter III of OERC (Terms and Conditions for Determination of Tariff) Regulation 2004.

As the licensee is purchasing power in Bulk from GRIDCO and the BST is fixed every year by the Hon’ble Commission, in case of a consumer opt for open access will not have appreciable affect on the Bulk Supply Rate. The licensee submits that discrimination may not be made between new or existing consumer. Regarding the phasing out of the Cross subsidy surcharge, Hon’ble Commission may frame suitable guidelines taking into consideration the ARR of the licensee. 
(vi) LOW LOAD GROWTH IN EHT
Additional load growth in EHT in Annex-I is not matching with the projection for FY 2008-09 given in the application (Format – T-1). 

The mismatch of additional load in the application (Form-T1) with that of the ANNEXURE -II is due to the following fact 

That the Contact Demand for the ensuing year as mentioned in the Format – T1 is the contract demand as of 1st April’2008 whereas the additional load as mentioned in the ANNEXURE-II includes the additional load to be matured subsequent to the period April’2008. However the consumption by the EHT industries during the FY 2008-09 is enclosed in the Annexure- II
(vii) SALES FORECAST

· The licensee has filled the estimated growth of 26 % in respect of domestic category for the FY 2008-09. While forecasting the same the licensee has considered the following:

· Current annual average growth rate of 05 % 

· Additional consumption of 12 MU upon electrification of households under Biju Jyoti Yogana Scheme

· Additional consumption of 124 MU upon electrification of households under Rajiv Gandhi Gramin Bidyut Yojana. 

· The licensee submits that no additional load has been considered in respect of Barjamunda Railway Traction who is presently drawing power under HT system. The licensee has only forecasted the category conversion (from HT to EHT) and as such the same did not appear in the ANNEXURE- II

(viii) SMD

Evidence of increase in SMD in peak hours due to inadvertent drawl by CPP

· The CPP drawl for three consumers for Apr-07 to Oct-07 is given in the table below. It is evident from the table that the inadvertent drawl of CPP sometime occurs in evening peak also.
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Apr-07

14.16 20/04, 08:45 5.52 10/04, 02:15 0.924 25/04, 06:30

May-07 12.72 20/05, 09:45 6.96 13/05, 19:45 2.736 21/05, 13:15

Jun-07

20.04 09/06, 02:45 6.48 07/06, 10:45 3.54 29/06, 18:45

Jul-07 6.84 09/07, 16:15 5.76 12/07, 19:15 4.512 22/07, 15:45

Aug-07

12.96 22/08, 23:00 7.68 13/08, 10:45 5.928 21/08, 13:15

Sep-07 17.28 30/09, 20:15 8.16 14/09, 19:30 6.456 20/09, 14:15

Oct-07

17.28 29/10, 04:45 0.24 04/10, 22:30 5.304 14/10, 09:00

APR-07 to OCT-07

NINL TSIL EMAMI

MONTH


Therefore it is apparent that this inadvertent power drawl can also impact the SMD of the Licensee.
(ix) Steps taken to record simultaneous maximum demand of the Company.

· Every month NESCO is getting the Soft copy of Apex meter reading from the Energy Billing Centre of OPTCL & GRIDCO. This soft copy is then analysed for crosschecking of MU billed and SMD recorded in the BST bill. If any discrepancies are noted, it is immediately intimated to Sr. General Manager (PP), GRIDCO. NESCO has also procured AMR modems to install in the 33 KV incomer meters in GRID S/S to monitor SMD of company on real time basis.

     The reading of the apex matters at interface points are jointly taken by   Gridco & NESCO.

(x) Whether increase / decrease in energy consumption has got direct link with SMD.

There is link in increase/ decrease of energy consumption with the increase / decrease in Demands , SMD being the maximum demand recorded for the company at a point of time the energy drawl at SMD varies proportionately with the energy drawl assuming the same consumption pattern. The demand is recorded at every 30 minutes interval. The consumption is a product of demand averaged over a month and duration of the demand depends on the no of half an hour slot in which the simultaneous demand is closure to SMD.

(xi) EVIDENTIAL DOCUMENT SHOWING LT(S)/LT(M) INDUSTRIES DRAWING LOW POWER FACTOR. 

· The documents showing the low power factor of LT(S) / LT(M) is enclosed at ANNEXURE - III
(xii) CONSUMPTION DETAILS IN RESPECT OF HT/EHT INDUSTRIES FOR THE FY 2006-07 

The consumption details as asked have been appended at ANNEXURE - XIII
(xiii) BILLING DETERMINANTS

In respect of revenue realized vis-à-vis collection efficiency, the low revenue realization for the urban and rural domestic consumers is mainly due to recurrent flood in the most parts of demographic area of the licensee resulting financial burden to the consumers to pay the electricity dues and the revenue collection couldn’t be made due to the inaccessibility to the flood effected areas as the most of the areas were cut off. Further, prolong employee unrest/strike during the year has hampered the revenue collection activities to a great extent. 

The reason for declined trend of average billing of the domestic consuemers is because of more consumption in the lower slabs of the consumers with addition of huge consumers in the Kutir Jyoti category.. The collection performance usually increases considerably in the second half   of the year in comparison to the 1st half of the year. Previous trend also shows that collection of 2nd half of every year is more than that of 1st half.

Billing Determinants for the previous year 2006-07 in respect of domestic (T-2), General Purpose-LT ( T-3), LT Industrial (S) Supply (T-4), Irrigation and Agricultural Category (T-5) are enclosed at ANNEXURE - IV

The Consumer Commercial Information (T-6) for the 1st six months of the current year 2007-08 is enclosed at ANNEXURE - V

(xiv) EVIDENTIAL DOCUMENT IN SUPPORT OF PERMISSION FROM OPTCL.

The permission letters obtained from OPTCL is annexed as ANNEXURE - VI  

(xv) BASIS OF CALCULATION OF CONNECTION AND RE-CONNECTION CHARGES

CONNECTION CHARGES

As per Clause 13 (4) of OERC Distribution (General Condition of Supply) Code 2004 the Licensee is entitled to recover surcharges as determined by the Commission towards expenditure made for giving supply to the consumers. In case of single-phase Domestic/ General purpose consumers up to 3 KW loads the Licensee can collect a flat rate of Rs. 500/- towards the cost of Service connection. This flat rate of Rs. 500/- is in place since December 98 and not revised in spite of steep increase in cost of materials and labour costs over a span of 7 (seven) years. The Licensees are incurring cumulative losses due to very low rate  fixed by Hon’ble Commission in comparison to the present cost of procurement of materials and labour costs. 

The actual cost of procurement of materials works out to Rs. 525/- and considering the other charges an actual cost of labour, the total cost of providing connection works out to Rs 987.   

Therefore, NESCO has proposed to revise the connection charges from Rs. 500/- to Rs. 1000/- for single phase domestic/ General Purpose consumers upto 3 KW load. 

RECONNECTION CHARGES

The Licensee collects reconnection charges from different classes of consumers at the time of reconnection. The reconnection charges shall be in commensuration with that of the labour component involved in reconnecting supply of consumers. The charges should be based on the amount of work involved, cost of manpower engaged for such work as the workman/officers are to disconnect the supply once on default and reconnect the supply on payment. The commission has framed time frames for rendering such service and Licensee can be sued for any deficiency in service also. The reconnection charges were last revised in 2004. The Licensee proposes to increase the Reconnection Charges considering the inflation for four years as follows: 

	Class of Consumers
	Existing Rate
	Proposed Rate

	Single Phase Domestic Consumers
	Rs. 50/-
	Rs. 75/-

	Single Phase Other Consumers
	Rs. 100
	Rs. 150/-

	3 Phase Line
	Rs. 200/-
	Rs. 300/-

	HT & EHT Lines
	Rs. 1000/-
	Rs. 1500/-


(xvi) Information on fixation of monthly maximum demand charge and details of consumption and load factor

The information on fixation of monthly maximum demand charge in Form P-8 for FY 2006-07 is enclosed at ANNEXURE - XII  . The details of consumption and load factor in Form P-9 for FY 2006-07 is enclosed at  ANNEXURE-- XIII   .

Bifurcation of cost of power purchase and cost of transmission for FY 2008-09

	
	
	Rs. Lakhs

	 
	BSP at FY 2005-06
	BSP at FY 2007-08

	Cost of Power Purchase
	  45,396.63 
	   58,616.50 

	Cost of Transmission
	  10,250.90 
	   10,250.90 

	Total
	  55,647.53 
	   68,867.40 


Billing in respect of EHT/HT/LT category of consumers and BST billing for FY 2006-07 and FY 2007-08 (April-Sept’07) 

Rs. in lakhs

	Particulars
	2006-07
	2007-08(Apr-Sept)

	EHT
	35839.01
	20939.92

	HT
	19097.04
	11275.05

	LT
	17757.78
	9422.71

	Total
	72693.83
	41637.68

	BST Bill raised by GRIDCO
	51991.80
	32223.54


(xvii) TARIFF RATIONALIZATION MEASURE

	Estimated additional Revenue as per proposed tariff of consumers having CD of 70 KVA and above and below 110 kVA under HT Industrial (Medium Industry) and HT GP tariff 

	 
	 
	 
	 
	 
	 
	 
	Rs.in lakhs

	Category
	No. of Consumers as on 1st April of the Ensg.year 2008-09
	Contract Demand (KW/KVA) as on 01.04.2008
	Demand Charge (Existing)
	Revenue from Demand Charge (existing) 
	Demand Charge (Proposed)
	Revenue from Demand Charge (proposed)
	Additional Revenue from Demand Charges

	M. Industry
	162
	13206
	50
	79.24
	200
	316.94
	237.70

	G.P
	44
	3714
	50
	22.28
	200
	89.14
	66.86

	Total
	
	
	
	101.52
	
	406.08
	304.56


(B) FINANCIAL INFORMATION
1. Employee Cost

	No. of Employees existing as on 01-04-2005
	4201
	

	No. of retired employees as on 01-04-2005
	861
	

	
	
	

	Year wise induction of new employees and cost involved

	Year 
	Numbers
	Cost Involved (Rs. In lakhs)

	2005-06
	172
	111.89

	2006-07
	246
	205.16

	2007-08
	200
	171.80

	2008-09
	300
	265.43

	
	
	

	Reduction in number of employees and savings in cost

	Year 
	Numbers
	Cost Savings (Rs. In lakhs)

	2005-06
	242
	157.43

	2006-07
	254
	211.83

	2007-08
	233
	200.14

	2008-09
	214
	189.34

	
	
	

	Note : The average Basic Pay plus Dearness Pay have been considered for calculation of cost involvement/cost savings

	Addition to number of retired employees and cost involved thereon 

	Year 
	Numbers
	Cost Involved (Rs. In lakhs)

	2005-06
	242
	                 97.63 

	2006-07
	254
	               249.66 

	2007-08
	233
	               189.58 

	2008-09
	214
	276.39


2. Receivable Audit

In accordance with the directives of Hon’ble Commission, NESCO has commenced the process of audit of receivables and out of 14 Divisions, Audit of Receivables has already been completed in 8 (eight) divisions. The Report on Audit of Receivables for 3 (three) divisions has already been submitted to the Hon’ble Commission. The Balance 05 (five) divisions of which audit has been completed is under process of compilation .

 The audit of receivables for rest of the divisions is at advanced stage and is likely to be completed within the target date of 28th February 2008, given by the Hon’ble Commission during the course of Truing up hearing on 15-12-2007. After completion of Audit of Receivables for all the 14 Divisions, the licensee will develop a detailed plan for liquidation of Amount Recoverable including incentive schemes etc.
3. Status of BST dues, loan and interest payable to GRIDCO.

As regards the BST dues payable to GRIDCO as on 31-03-2006 as per the direction of Hon’ble Commission in Case no. 115/2004, the licensee has already submitted the detail status before the Hon’ble Commission on dated 13-12-2007 wherein the undisputed outstanding BST Dues as per NESCO works out to Rs. 214.42 crores as on 31-03-2006. The details of which is annexed as ANNEXURE - VII

The loan and interest payable to GRIDCO has already been reconciled. The joint reconciliation statement with GRIDCO is annexed as ANNEXURE – VIII.

4. Work-wise expenditure of APDRP

The licensee submits that the Rs. 6.37 crore has been expended under APDRP Scheme during the period 01-04-2006 to 30-11-2007 and work wise expenditure for the FY 2006-07 and FY 2007-08 (upto November 2007) is annexed as ANNEXURE - IX.  The total expenditure under APDRP scheme till date is Rs 27.12 Crore. The licensee has estimated an expenditure of Rs.53.00 Crore under APDRP Scheme during FY 2008-09 and the said amount is proposed to be utilized for the following works :

	S. No.
	Particulars
	Rs Crore

	APDRP Schemes

	1
	33 kV lines
	6.58

	2
	33/11 kV S/s
	7.50

	3
	11 kV line
	3.98

	 4
	Distribution Transformer
	

	
	i  ) New
	3.62

	
	ii ) Uprating
	4.86

	5
	LT line
	18.07

	6
	Metering
	1.06

	7
	33/11 kV VCBs
	3.53

	8
	IT and automation related expenditures towards  AMR, Mapping and Indexing of Consumer, Consumer data logging, call centers, mobile service vans etc. 
	3.80

	
	Total -APDRP Schemes
	53.00


The schemes under Rajiv Gandhi Gramin Vidyutikaran Yojana (RGGVY) and Biju Gramya Jyoti Yojana sponsored by Central Govt. and State Govt. respectively wherein the entire capital expenditure are to be borne/funded by the Govt. and the licensee is duty bound to supervise the scheme within its geographical area.  As regards the investment, the entire project under the above scheme is to be funded by the Central and State Govt.
The implementing agency with regard to RGGVY are CPSUs like NTPC,PGCIL,NHPC etc.

With regard to the BGJY, the committee headed by the District Collector is implementing the project. The Tenders are floated on the scope basis and detailed scheme is yet to be prepared by the District Collectors. As soon as the scheme shall be available with Discoms, same shall be submitted to Hon’ble Commission.

5. The cost benefit analysis of additional A&G expenses

The Licensee has proposed Rs.16.75 Crore as additional A&G Expenses during FY 2008-09 in order to comply with the various directives of the Hon,ble Commission and various measures to be undertaken for reduction of loss and improvement of collection efficiency. The various measures proposed to be undertaken by the licensee along with the cost involvement and benefit out of the same is detailed below:

· Opening of Customer cares centre in each Districts of the Licensee area for enhancing customer relationship. Presently there is 01 no customer care centre operating in Balasore. The licensee has estimated the expenditure of Rs 0.61 crore towards running expenses for five nos of customer care centre for FY 2008-09 which will enhance customer relationship in connection with speedy addressing of consumers’ grievances and conveniences for payment of electricity bill and thus improves collection efficiency vis-à-vis reduction of AT&C loss.

· Introduction of Spot Billing in various divisions to expedite the meter reading, bill preparation and bill distribution and proposes to roll out this spot  billing plan in all other divisions. The Licensee incurred Rs.1.06crore during the year 2006-07 and estimated the expenditure for Rs.1.75 crore during the year 2007-08. The Licensee proposed to cover all the single phase consumers during the year 2008-09 and estimate an expenditure of Rs.3.81crore for the said purpose. This will ensure the distribution of bills in time even in the rural areas, which ultimately facilitates the revenue collection activities of the company. 

· ENERGY AUDIT CONSUMER INDEXING AND POLE SCHEDULING

NESCO adopted a phase wise approach to affect an enterprise wise Energy audit. NESCO initiated Energy Audit in January 2005 and commenced the exercise in its licensed area of supply departmentally. It has completed the significant metering of the 11KV (382 out of 418) and 33KV feeders (55 out of 57) till FY 2005-06, so as to implement the Energy Audit successfully. In the first phase the exercise was carried out regularly every month for all the 33 KV feeders (numbering 50).  As a result there has been substantial reduction in commercial losses and improvement in revenue income. Losses have been come down in some of the Industrial feeders from 22% to 3%. Consequently billing has gone up many folds and in financial term it has gone up by 3 times. 

In the second phase, the energy audit exercise is being extended to 11 KV network and has selected 19 feeders out of 418 for Energy Auditing. This activity will be spread in a phased manner in near future in balance feeders & Transformers.  NESCO is exploring the possibility of commencing Energy Audit at the balance 11KV feeders and balance distribution transformers through outsourcing or through competitive external agencies.

CONSUMER INDEXING

NESCO has initiated the process of consumer indexing. The Consumer Indexing will be a one time activity aimed to identify all the existing consumers receiving supply from individual Distribution Transformer and creation of network diagrams and asset details. This will involve door to door survey so as to identify consumers receiving electrical supply from each DTR, preparation of LT line network diagram, preferably with GIS, and building database of DTR wise consumer indexing. The activities will include the following

i) Consumer & Network survey:

· Door-to door survey for identification of all consumers connected to each DT separately which will include gathering of information related to the consumer and meter details, details of landmark to identify DTR and Pole location.

· Electrical addressing through pole scheduling of all consumers.

· Preparation of network details viz. 11 KV Feeder, DTR (capacity, location etc.), LT circuits (conductor size, line configuration- horizontal/ vertical- single phase 2wire/ 3wire, 3phase 4wire/ 5wire, span size etc.), Pole type and no. of services from each pole.

ii) Building database and Indexing of Consumer: 

· Development of a consumer data base as a backup to a GIS facility which will include indexing a consumer to the DTR’s and 11 KV feeders allocating an alphanumerical code to each consumer following approved coding structure from the DISCOMs.

·  Development of software tools for viewing consumer details, network details, DTR details etc. with various summaries and linked information with facilities for editing, modifying any data relating to consumer, network, at a later stage according to changes taking place.

iii) Painting of Electrical address on Poles, DTR and at consumers premises:

· Based upon indexing, the electrical address comprising details of 11 KV Feeder, DTR, LT circuit, pole no. and consumer from the pole will be painted on each pole (using two colours-one for base and other for code writing) based on approved codification scheme and painting norms. The details of 11 KV feeder and DTR will be painted on the DTR structure. The electrical address of each consumer will also to be painted at the respective consumer’s premises as well.

· MONTHLY ENERGY ACCOUNTING

The monthly Energy Accounting will be done for 11 KV downwards network to determine the AT&C loss.

The work will involve readings of all 11 KV Feeder input meters, DTR meters and evaluation of 11 KV feeder losses by subtracting sum of all DTR Meter consumptions from Input meter consumption of respective 11 KV Feeder. The DTR wise loss will be evaluated from the difference of consumption recorded in the DTR meter and respective consumer’s consumption billed with appropriate adjustment/ estimation of consumption of unbilled consumers and other factors affecting proper energy accounting.

The exercise will be repeated every month with generation of exception reports highlighting the high loss feeders and DTRs.

· COST ESTIMATES

The licensee has calculated the cost estimates and has worked out the costs of the Energy Audit exercise in the following manner 

A. Rs 45 per consumer for consumer indexing.

B. Rs 15 per pole for pole scheduling .

C. Rs 200 per Transformer per month for preparation of monthly energy accounting reports

Table 15 : Cost of Energy Audit

	Details
	Numbers
	Rate
	Costs (Rs Lakh)

	Total no of Consumers
	395970
	Rs 45/ Cons
	178.19

	Total no of Poles
	155768
	Rs 15/ pole
	23.37

	Total No of DTRs
	15251
	Rs 200/DTR/Month
	366.02

	Total
	
	
	567.58


·  The licensee has considered the aforementioned cost of Energy Audit, in its ARR submissions for FY 09 as part of A&G expenses.
· Automation of the operation and customer care activities through IT intervention is planned by licensee during FY 2008-09. The creation of the hardware related expenditure are covered in the capital expenditures during the ensuing year and the expenses like consumables etc for running the said system which the licensee has estimated at Rs 0.12 crore are considered in the A&G expenses. This will result in quick redressal of consumer complaints and better quality services to the consumers.

· The Licensee also envisaged for the customer satisfaction survey to be carried out by an independent agency during the ensuing year and proposes to incur Rs 0.10 crore on this account. The corrective measure shall be taken up by the Licensee based on the suggestions of the consumers with due permission from the Hon’ble commission.  

· The Licensee is in the process of appointing the franchisees with the terms for payment of the fees (incentive based) based on the performance improvement in the inputs at the feeder/ distribution transformer level by way of people’s participation. Besides the licensee is also appointing for the micro franchisees in the rural areas on need based cases.  

· The Licensee proposes to incur RS 3.16 crore during the FY 2008-09 to cover one lakh consumers and the licensee estimates a reduction of input to the extent of 100 MU during FY 2008-09.

· The Licensee proposes for payment of the incentives to the tune of Rs.1.50 Crore for the collection of the Arrears in the ensuing year. The collection of the arrears over the current bills is assumed to be used to meet the cash deficits during the year 2008-09.

· To reduce commercial losses and provide better consumer service in line with the concept of feeder as a profit centre and proposed introduction of distribution SCADA ,the licensee proposes to undertake a manpower assessment study by reputed consultant  and estimates an expenditure of Rs.0.09 Crore towards consultancy fees.

6. Cash flow considering revenue items only
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Particulars

FY 2007-

08(Upto 

November 

2007)

Meter Rent/ Service Line Rental

150.21

Over Drawal Penalty

401.66

Delayed Payment Charges

48.70

Miscellaneous Receipts including Rebate 

for Prompt Payment of BST Bill

926.21

TOTAL

1526.78

 

7. [image: image3.emf](Rs.In Lakh)

Particulars FY 2005-06 FY 2006-07

Buildings

12.03               14.96

Plant & Machinery

438.27             639.08

Lines, Cables and Network Assets

662.31             610.68

Furniture, Fixtures & Office Equipment, 

Vechicles

8.09                 22.78

TOTAL

1,120.70          1,287.50        

Miscellaneous Income as per actual up to November 2007

8. Repair and Maintenance Expenses
The Repair & Maintenance (R&M) expenses of Rs.32.70 Crore for the FY 2008-09 have been estimated based on OERC’s Regulation of 5.4% of Gross Fixed Assets (GFA) at the beginning of the year. The GFA at beginning of the FY 2008-09 works out to Rs 605.53 Crore. The break up of the expenditure for FY 2005-06 and FY 2006-07 is as follows :

[image: image4.emf]Rs. Crore

(Actual ) (Actual ) (Actual ) Estimated Projected

FY 2005-06 FY 2006-07

FY 2007-08 

(upto 

November' 

2007)

 FY 2007-08  FY 2008-09

SOURCE

Opening Cash balance 6.65                 8.23                5.76                 5.76              12.39         

Revenue from Sale of Power 535.62             651.02            529.37             801.76          878.06        

Other Income 7.10                 8.88                7.77                 10.44            4.50           

Total 549.38             668.13            542.90             817.96          894.95        

APPLICATION

Payment against purchase of Power 407.88             514.71            426.96             666.31          688.67        

Payment to GRIDCO over and above current 

BST Bills

39.72               59.84              18.63              

Advance Payment to GRIDCO towards BST Bill 20.00              

Employee cost 61.12               72.94              51.88               94.22            140.84        

Adminstrative & General Exp 7.62                 4.87                4.24                 10.71            23.44         

Repair & Maintenance 9.07                 4.46                3.90                 19.28            32.70         

Payment of  Power Bond interest  15.32               32.80         

Interest on Loan from REC / APDRP / World 

Bank

0.41                 0.55                0.63                 15.05            22.29         

Funds transferred to SOUTHCO 5.00               

Total 541.15             662.37            526.24             805.57          940.74        

Closing Balance 8.23                 5.76                16.66               12.39            (45.79)        


The expenditure on repair and maintenance from April’2007 to November’2007 works out Rs.845.20 lakhs. The Licensee submits that the licensee could not incur the approved Repair and Maintenance cost  because of the stringent escrow mechanism and non relaxation of escrow by GRIDCO. This is also resulted because of the negative ARR approved by the Hon’ble Commission. The less expenditure in the past years are already been taken care off in the truing up exercise. 

9. Fixed Asset Register


It is submitted before the Hon’ble Commission that the licensee has maintained Fixed Assets Register upto 31-03-2005 showing particulars including quantitative details and situation of fixed assets and the same has been submitted before the Hon’ble Commission. The updation of Fixed Asset Register upto 31-03-2007 is in process and all possible steps are being taken to complete the same at the earliest.

10. Compliance to the directions given by Hon’ble Commission during the last control period


The compilation of the compliance are submitted by the licensee from time to time . A note on the compliance is enclosed as ANNEXURE- X


The licensee humbly submits that the licensee shall be duty bound to submit any further compliance on any particular directives, if so required by the Hon’ble Commission.

11.   Thrust Area for FY 2008-09 and steps for improvement in standards

        and of services and effectively reduction of consumer grievances

Reduction of Distribution Loss

NESCO proposes a reduction of distribution loss by 2.40% during FY 2008-09.

Increase in collection efficiency

NESCO proposes to increase the collection efficiency to 95% during FY 2008-09

Reduction in AT&C Loss

NESCO proposes to reduce the AT&C Loss by 2.98% during FY 2008-09

Metering

NESCO estimates a significant growth in metering during FY 2008-09. NESCO has completed almost 100% feeder level metering. By the end of  FY 2008-09 NESCO anticipates the metering position will be as follows :   

	Item
	FY 2008-09

	Status of Feeder Metering 
	 

	No. of 33 KV feeders
	63

	No. of 33 KV feeder metered
	63

	No. of 11 KV feeders
	439

	No. of 11 KV feeder metered
	439

	No. of dist. transformer (11/0.4 & 33/0.4 KV)
	20503

	33403No. of dist. transformer (11/0.4 & 33/0.4 KV) metered
	16700

	% Metering – Distribution transformer
	81

	Status of Consumer Metering 
	

	Total number of consumers
	590000

	Total number of meters
	550000

	No. of meters / No. of consumers
	0.93


Transformer Failure Rate:

NESCO is highly committed towards quality supply and the transformer failure has been decreasing and is expected to be around 11% during the current year. Further, NESCO proposes to reduce the transformer failure rate to 10% during the year FY 2008-09.

Number of Interruptions:

NESCO has projected the interruptions considering the past trend and actual interruption at 33KV and 11KV during the current year. The total number of interruptions is expected to be around 6500 at 33KV side and 17000 on 11 KV side for the year FY 2007-08. NESCO is committed to reduce the interruption in the year FY 2008-09 and will bring down the interruption for 33KV and 11KV side substantially.

Energy Audit and Consumer Indexing

NESCO adopted a phase wise approach to affect an enterprise wise Energy audit. NESCO initiated Energy Audit in January 2005 and commenced the exercise in its licensed area of supply departmentally. It has completed the significant metering of the 11KV (382 out of 418) and 33KV feeders (55 out of 57) till FY 2005-06, so as to implement the Energy Audit successfully. In the first phase the exercise was carried out regularly every month for all the 33 KV feeders (numbering 50).  As a result there has been substantial reduction in commercial losses and improvement in revenue income. Losses have been come down in some of the Industrial feeders from 22% to 3%. Consequently billing has gone up many folds and in financial term it has gone up by 3 times. 

In the second phase, the energy audit exercise is being extended to 11 KV network and has selected 19 feeders out of 418 for Energy Auditing. This activity will be spread in a phased manner in near future in balance feeders & Transformers.  NESCO is exploring the possibility of commencing Energy Audit at the balance 11KV feeders and balance distribution transformers through outsourcing or through competitive external agencies.

NESCO has completed the Consumer Indexing in 3 Divisions of Balasore Circle.  The consumer indexing for balance 1 divisions in Balasore Circle will be completed by January 2008.  The Consumer Indexing of 3 divisions under Baripada Circle will be completed by March 2008.  For other 2 circles (Jajpur Road and Badrak), NESCO plans to complete the consumer indexing by March 2009. 

New Initiatives towards Loss Reduction

Quarterly Review Meetings
NESCO has initiated regular review meetings, which are held at Corporate level for all the four circles. The main emphasis is given to collection and present status of loss level in respective circles and to brainstorm the action plan for loss reduction. It has also initiated monthly review meetings at Division level which are attended by all SEs, EEs, AFMsDFMs (Commercial) of all divisions and Staff of Corporate Office.

Reorganisation of Divisions into New Divisions and Sub-Divisions

With regular growth in consumer base, NESCO has undertaken re-categorisation of its divisions and sub-divisions, resulting in opening of 6 new divisions, 7 new sub-divisions and 38 new sections. This has not only resulted in improved revenue collection but also facilitated improved customer relationship due to handling of consumer queries in a focussed manner

Capacity building of MRT Department and its activities

Recently, NESCO has added manpower capacity to its MRT department and presently meter readings of all LI, MI, SI and Commercial consumers having more than 10 kW connected load are carried out by MRT staff. 

The primary responsibility of MRT involves checking of metering installation to ascertain the accuracy of testing, commissioning the meters, and take corrective action to comply with the statutory requirement as per Clause 62 of the OERC (Conditions of Supply Code) 2004. Accordingly, following testing schedule has been adopted:-

· Large industry consumer > 110 kVA, Once a year

· Medium industry consumer upto 110 kVA, Once a year

· SI and Commercial consumer upto 22 kVA, Once in three years.

The meter readings of above consumers are now being taken by DET, GET, JM(C), & AM(C), respectively, every month. At the time of meter reading, the status of meter, metering installation and condition of seals are also checked. Inventory report is prepared where abnormality is noticed. The special checking by MRT personnel is carried out in case of (a) low consumption cases and (b) doubtful cases depending upon dump analysis.

In addition to above, the following activities are also carried out by MRT personnel’s:

· Commissioning of new metering installation, feeder meter testing and sub-station meter testing.

· Dump Analyses of Large Consumers.

· Loss Reduction of 33 KV feeders, 11 KV feeders, and Distribution Transformers with the help of Loss Control Cells operating at divisional level is done by MRT staff.

· Energy Audit Of 33 KV feeders, 11 KV feeders and Distribution Transformers up to consumer level. 

· Maintenance of all 33/11 KV Sub-Stations under NESCO.
A group of consumers are assigned to each MRT employee, who is responsible and accountable for meter reading, routine testing, and attending to the meter related complaints. The MRT employee is also responsible for keeping records of testing and sealing of meters. 

Capacity Building of Vigilance Department and its activities 

Vigilance activities have been intensified in entire NESCO and ex-army personnel are being deployed in regions in order to curb tampering, theft and also for unhooking of unauthorised connections.

In order to curb HT theft, some special measures have been initiated such as:

· Installation of Energy Audit Meters (55 No.s at 33 KV feeders and 203 No.s at 11 KV feeders) Installations of Check Meters (400 No.s).

· Placing of Cubicles (160 No.s)

· Use of XLPE Cables.

· Daily reading of Industrial Consumer’s billing meter and audit meter.

· Carrying out vigilance through mobile squad at odd hours in night.

50 AMRs have been installed till present in selected feeders, energy audit meters and in industrial consumers’ premises. Subsequently NESCO will install AMR for all HT consumers.

IT & Automation Initiatives 

While there was a marked improvement in the technical operations of NESCO, there is a definite need to reduce manual interface in the operations and move towards a leaner IT driven organization. 

Having streamlined the operations, the organization has to be put on a forward path to reduce the AT&C losses, increase consumer satisfaction and provide them with uninterrupted & quality power supply. Hence, NESCO certain initiatives as discussed below:

In Commercial Areas

NESCO to adopt business processes for automation of New Connection, Metering, Meter Reading, Billing, Bill Distribution, Payment Collection, Bill Revision, Enforcement, Legal, Surveillance, Spot Billing, Consumer Grievances, Pre Billing & Post Billing Audit, Commercial Call Center.

NESCO identifies the benefits of above said IT and automation like all Commercial Processes would be covered, Online Status of all activities could be monitored, transparency of all processes to consumer, management and also the users, easy accessibility for consumer, user friendly interface, standardization of practices across the company, improved Efficiency, reduction in human error

Power Supply Module

Automation and IT initiatives would bring reduction in the total time of processing of new connection from 6-12 months to a week by completing most of the requisites on one screen, direct interface with the Main Database reducing the human intervention resulting in less man power and errors, bar-coded Bills to check manual bills and payment accounting, online status of all transaction, billing ensured for all meter installations (new or changed).

Meter Management System

Automation in meter management would help in maintaining inventory of meters and other related material, inbuilt fuzzy logic to automatically allocate Meter change cases to different Teams, online tracking of work accomplished against work allotted, incorporating all validations at the time of meter detail punching to check in proper data entry that affects stock and billing for a consumer, complete tracking of meters from procurement to billing and complete control on the stock in hand and material allotted.

Enforcement Module 

Automation in enforcement would help to track all theft cases from inspection to payment realization, each step for case booking has been incorporated in the system, Inbuilt fuzzy logic to automatically allocate to different Teams, direct interface with the Billing System to reduce human intervention & errors, accountability by special security features, allowing only specific users to work on the special forms, automatic Billing logic incorporated, online payment facility for Enforcement Cases, monitoring divisions and detection of DAE/DT and unauthorized use of electricity, interlinking of inspection, case establishment, billing advice & personal hearing, deterrence of direct theft & pilferage through Enforcement action, revenue augmentation, compliance to statutory and safety framework

Website

IT initiative would help in payment of bill online by use any valid Visa, MasterCard or Diners Credit Card, or payment through Net Banking account with Citibank, IDBI Bank, UTI Bank, SBI or Punjab National Bank etc, online confirmation and a Transaction Reference Number and bill can be obtained on email  through registration by consumers on their personal mail ids

Customer Care Van

NESCO as a part of customer relationship would start a full fledged mobile Customer Care Van which would be custom designed and provided with a host of customer care facilities. This Customer Care Van would enable the consumers to apply for New Connections, Load Enhancement, take duplicate bills, make billing queries and register their complaints. The mobile Customer Care Van would be equipped with state-of-the-art Virtual Private Network (VPN) technology and it would provide real time information to customers on the status of their Bills, Complaints etc”. NESCO is of the view that this would be a boon to customers, especially old people and ladies, who will now get a chance to experience our services at their doorstep”.

IVRS 


In order to provide round the clock services to consumers for billing etc. NESCO is planning to implement Interactive Voice Response Systems.  The Benefits of IVRS System would be reduction in customer service costs and enhancement of a call center by toll free inbound service, analog phone answering systems, extending hours of operation (24 by 7) .Automating routine tasks thereby freeing agents to
concentrate on more complex service requests, speeding response times to callers, expanding call capacity faster and at a lower cost, providing multi-lingual support, reducing the cost of call center agent turnover
Voltage Variation

In the area of operation of NESCO, sometimes the voltage variation is observed due to variations in voltage at 132 kV bus level of OPTCL network due to system constraint. This is particularly observed in Duburi Command area. 

All the 132 KV GRID S/s are situated in the peripheral points, for which the voltage in the Central Command area of NESCO are at a distance of 70 to 80 km from the nearby GRID. Therefore NESCO has been insisting for setting up GRIDs at Anandapur, Karanjia, Keonjhar, Basta and Barbil, since past few years, even Honourable Commission in this respect had initiated a Suo motto Case in 2005. In the mean time OPTCL has agreed to set up GRID at Karanjia, Basta and Anandapur. They are likely to come up by the end of 2008 or by March 2009.

Irrespective of this constraints, NESCO in order to provide adequate voltage, have taken up the augmentation process.

At the time of handing over of the network, by GRIDCO to the company, were neither in a healthy condition not adequate size, length and number also. Thereafter through REC/APDRP/SI fund for augmentation of the network, NESCO has so far augmented: 

	Particualrs
	1999-00
	2006-07

	33/11 KV S/S (Nos.)
	95 
	124 

	Distribution Transformer (Nos.)
	8156 
	15303 

	33 KV Line (KM)
	1804.62 
	2050 

	11 KV Line (KM)
	11152 
	13762 

	LT Line (KM)
	13782 
	16436 

	Power Transformer (Nos.)
	167 
	244 


Besides that, in order to improve the voltage in the remote area or the LT line passing through thick trees, plant, etc., insulated conductors are being provided in the theft prone area. 

Metering Report

As asked by Hon’ble Commission, the metering report showing the status as on 30-09-2007 is enclosed as ANNEXURE - XI

PAGE  
1

