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IN THE MATTER OF:
Applications of Distribution Licensees (CESU, WESCO, NESCO & SOUTHCO) for approval of their Annual Revenue Requirement and Retail Supply Tariff for the FY 2010-11 under Section 62 & 64 and other applied provisions of the Electricity Act, 2003 read with relevant provisions of OERC (Terms and Conditions for determination of Tariff) Regulations, 2004 and OERC (Conduct of Business) Regulations, 2004 and other Tariff related matters. 
O R D E R
The Distribution Licensees in Orissa namely, CESU, NESCO, SOUTHCO and WESCO are carrying out the business of distribution and retail supply of electricity in their licensed areas as detailed below: 

Table – 1

	Sl. No.
	Name of DISTCO
	Licensed Areas (Districts)

	1.
	CESU
	Puri, Khurda, Nayagarh, Cuttack, Denkanal, Jagatsinghpur, Angul, Kendrapara and some part of Jajpur.

	2.
	NESCO
	Mayurbhanj, Keonjhar, Bhadrak, Balasore and major part of Jajpur.

	3.
	SOUTHCO
	Ganjam, Gajapati, Kandhamal, Boudh, Rayagada, Koraput, Nawarangpur and Malkanagiri. 

	4.
	WESCO
	Sambalpur, Sundargarh, Bolangir, Bargarh, Deogarh, Nuapara, Kalahandi, Sonepur and Jharsuguda.


The Commission initiated proceedings on the filing of Annual Revenue Requirement (ARR) and Retail Supply Tariff Applications (RST) of these Distribution Licensees under relevant provisions of the Electricity Act, 2003. By this common Order, the Commission disposes of the aforesaid ARR and RST applications of the above mentioned Distribution Licensees and other related tariff matters.

PROCEDURAL HISTORY (Para 1 to 14)
1. As per OERC (Conduct of Business) Regulations, 2004 and OERC (Terms & Conditions for Determination of Tariff) Regulations, 2004, the Licensees are required to file their Annual Revenue Requirement (ARR) and Retail Supply Tariff Application (RST) on or before 30th November every year in the prescribed format for the ensuing financial year. Accordingly, all the distribution licensees (CESU, NESCO, WESCO & SOUTHCO) filed their Annual Revenue Requirement (ARR) and revision of Retail Supply Tariff (RST) Applications for FY 2010-11 on 30.11.2009. The ARR and tariff applications of DISCOMs are coming within the prescribed period of limitation. 

2. The said ARR & RST applications were duly scrutinized, admitted and registered as Case Nos.140/2009 (CESU), 142/2009 (NESCO), 141/2009 (WESCO) and 141/2009 (SOUTHCO), respectively.

3. As per the direction of the Commission applicants to published the ARR & Tariff Applications in the prescribed formats in the leading and widely circulated Oriya and English newspapers in order to invite objections/suggestions from the general public. The said public notices were also posted in the Commission’s website www.orierc.org. The Commission had also directed the applicants to file their respective rejoinder to the objections filed by the several objectors.

4. In response to the said public notices, the Commission received objections/ suggestions from the following persons/ associations/ institutions/ organisations as mentioned below against each of the respective distribution licensees:

On CESU’s application: -

5. (1) Orissa Consumers' Association, Debajyoti Upovokata Bhaban, Biswanath Lane, Cuttack (2) Shree Durga Petro Chemicals, 89-A, New Industrial Estate, Phase-II, Jagatpur, Cuttack (3) Shri Ramachandra Mahapatra, C/o. Dillip Ku. Roy, At-Lunia Sahi, Jhangiri Mangala, Cuttack (4) Orissa Electrical Consumers' Association, Sibasakti Medicine Complex, B.K. Road, Cuttack (5) ST & SC Development Dept, Govt. of Orissa, At-Secretariate Building, Bhubaneswar (6) Shri Prabhakar Dora, At-Vidya Nagar, Co-Operative Colony, 3rd line, Rayagada, Po/Ps/Dist- Rayagada.(7) Talangi Chromite Mines under IDCOL Ferro Chrome & Alloys Ltd., At. IFCAL Colony, PO- Ferro Chrome Project, Jajpur Road, Dist-Jajpur (8) OCL India Limited, Plot No.1129, Mohanadi Vihar, Near Moon Hospital, Cuttack (9) Shri Bijay Ku. Pattnaik, Plot No. 300(SI), PO-Saileshree Vihar, Niladri Vihar, Bhubaneswar (10) Shri Surendra Satapati, At/PO-Gahaga Narsinghpur, PS/Dist- Kendrapara (11) Ms Rashmirekha Sahoo, At-Haripur, PO- Kalabuda, PS-Patakura, Dist- Kendrapara (12) Shri Dineshraj Singh, At- Khadiaya, PO/PS/Dist- Kendrapara (13) Shri Binayak Sandha, At-Isandia, PO-Gahaga Narsinghpur, PS/Dist- Kendrapara (14) Smt. Sandhya Rani Das, W/o- Kartik Ch. Barik, At-Sanagan, PO-Jadupur,PS-Patakura, Dist-Kendrapara.(15) Shri Nihar Ranjan Pradhan, At-Haripur, PO-Sorisia, PS/Dist- Kendrapara (16) Shri Prasanta Panda, At/PO-Gahaga Narsinghpur, PS/Dist- Kendrapara (17) Shri Surendra Tripathy, At- Anuapara, PO-Sorisia, PS/Dist- Kendrapara (18) Shri Amita Nayak, At/PO- Sorisia, PS/Dist- Kendrapara (19) Ms. Ambikabala Rout, D/o. Kangali Ch. Rout, At-Anuapara, PO-Sorisia, PS/Dist- Kendrapara (20) Shri Saroj Ku. Bhadra, At-Anuapara, PO-Sorisia, PS/Dist- Kendrapara (21) Shri Pradip Ku Barik, At/PO-Rajnagar, PS-Pattamundai, Dist- Kendrapara (22) Shri Ramani Ranjan Routray, At-Baliraj, PO- Bagada, PS/Dist- Kendrapara (23) Shri Trilochana Behera, S/o-Nandakishore Behera, At- GGP Colony, PO- Rasulgarh, PS- Mancheswar, Bhubaneswar (24) Shri Bhagirathi Swain, At/PO- Khandal, Via-Sundargram, PS- Sadar, Dist- Cuttack.(25) Shri Dabasis Parija, At-Kuthal, PO-Paida, PS- Erassama, Dist- Jagatsingpur (26)Shri Surendra Behera, At/PO-Kalarahanga, PS- Mancheswar, Bhubaneswar (27) Shri Niranjan Mahanty, At/PO- Pandua, PS- Tritol, Dist- Jagatsingpur (28) Shri Aswini Ku Mahanty, At-Urujanga, PO- Brahmanasailo, PS- Gobindapur, Dist- Cuttack(29) Shri Amiya Pattnaik, At/PO- Manikagoda, PS- Bolagarh, Dist- Khurda. (30) Ms. Subasini Prava Bhadra, Qr. No. VIR-8, Unit-6, Bhubaneswar (31) Shri Damodar Mohapatra, Bapujinagar, Bhubaneswar (32) Shri Subash Mahapatra, At- Tentulia Khandi, PO-Taladanda, PS- Kujanga, Dist- Jagatsinghpur (33) Shri Kanhu Prasad Behera, At/PO/PS- Kujanga, Dist- Jagatsinghpur (34) Shri Batakrushna Rout, At-Tentulia Khundi, PO-Taladanda, PS- Kujanga, Dist- Jagatsinghpur (35) Smt. Jinmayee Sahani, At-Tentulia Khundi, PO-Taladanda, PS- Kujanga, Dist- Jagatsinghpur (36) Shri Jagati Mohanty, At/PO/PS- Kujanga, Dist- Jagatsinghpur (37) Shri Bibekananda Mallick, At/PO/PS- Kujanga, Dist- Jagatsinghpur (38) Shri Arakshita Das, At-Kothi, PO-Jhimani, PS-Paradeep, Dist- Jagatsingpur (39) Shri Ayusman Pradhan, S/o. Pradip Pradhan, At/PO/PS- Kujanga, Dist- Jagatsinghpur (40) Shri Debendra Nath Mohanty, At/PO/PS- Kujanga, Dist- Jagatsinghpur (41) Shri Bijay Ku. Das, At-Jagannathpur, PO/PS- Kujanga, Dist- Jagatsinghpur (42) Shri Baikuntha Bihari Swain, At/PO-Balia, PS- Kujanga, Dist- Jagatsinghpur (43) Shri Shrinivas Mahapatra, At-Tentulia Khundi, PO-Taladanda, PS- Kujanga, Dist- Jagatsinghpur (44) Confederation of Indian Industry, 8, Forest Park, Ist Floor, Bhubaneswar (45) Orissa Live Feeds Manafacturers' Asson. P/11, Green Park, Jagamohan Nagar, Bhubaneswar (46) Shri R.P. Mahapatra, Plot No.775(Pt.), Lane-3, Jayadev Vihar, Bhubaneswar (47) GRIDCO, Janpath, Bhubaneswar (48) Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli, Bhubaneswar (49) Shri Ramesh Ch. Satpathy, Plot No.302(B), Beherasahi, Nayapalli, Bhubaneswar (50) State Public Interest Protection Council, TalaTelenga Bazar, Cuttack. All the above named objectors were present during tariff hearing except objector Nos. 2,3,6, 9 to 13, 15 to 23, 25 to 29, 32 to41, 43,45 & 50 but their written submissions which were taken into record and also considered by the Commission.

On NESCO’s application: -

6. (1) Orissa Consumers' Association, Debajyoti Upovokta Bhaban, Biswanath Lane, Cuttack (2) Orissa Electrical Consumers' Association, Sibasakti Medicine Complex, B.K. Road, Cuttack (3)Chief Electrical Distribution, Engineer,  S.E. Railway, Garden Reach, Calcutta (4) Balasore Chamber of Industries & Commerce, Balasore (5) ST & SC Development Dept, Govt. of Orissa, At. Secretariate Building, Bhubaneswar (6) Balasore Alloys Ltd., 199, Forest Park, Bhubaneswar (7) Ferro Alloys Corporation Ltd., GD-2/10, Chandrasekharpur, Bhubaneswar (8) Emami Paper Mills Ltd., Balgopalpur, Po-Rasulpur, Dist- Balasore (9) Shri Gadadhara Mohapatra, At. Deulasahi, PO- Baripada, PS- Baripada Town, Dist-Mayurbhanj (10) Dr. Prasanta Kumar Mishra, At. W.No.14, PO- Baripada, PS- Baripada Town, Dist-Mayurbhanj. (11) Shri Chakradhar Das, At.Tulasichoura, PO- Baripada, PO- Baripada Town, Dist-Mayurbhanj.(12) Shri Chandra Sekhar Das, At.Tulasichoura, PO- Baripada, PO- Baripada Town, Dist-Mayurbhanj (13) Shri Prafulla Nayak, At. Durgapur, PO- Merda, PS- Betnoti, Dist-Mayurbhanj (14) Shri Haria Dalai, At. Arjunbaria,  P.Bhimda, PS- Badasahi, Dist- Mayurbhanj (15) Shri Prabhakar Dora, At-Vidya Nagar, Co-Operative Colony, 3rd line,  Po/Ps/Dist- Rayagada (16) IDCOL Ferro Chrome & Alloys Ltd., At. IFCAL Colony, PO- Ferro Chrome Project, Jajpur Road, Dist-Jajpur (17) Shri Prabhkar Giri, At. Benamunda, Balabhadrapur, PS- Telkoi, Dist-Keonjhar (18) Shri Naresh Sahoo, Gopapabindha, PO- Sukleswar, PS- Chandbali, Dist- Bhadrak (19) Shri Akhya Ku. Behera, At. Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (20) Shri Basanta Ku. Dandapat,  At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (21) Shri Jagamohan Barik, At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (22) Shri Gokul Pradhan, At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (23) Shri Sanu Maharana, At/Po/PS- Telkoi, Dist- Keonjhar (24) Shri Jagannath Maharana, At/Po/PS- Telkoi, Dist- Keonjhar (25) Shri Mahendra Ku. Mahanta,  At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (26) Shri Sarat Ch. Nayak, At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (27) Shri Ramesh Jena, At. Podapatana, Po/PS- Bonth, Dist- Bhadrak (28) Shri Jambeswar Pradhan, At-Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (29) Shri Gayadhar Samal, At. Nauganada, PO- Ugratara, PS- Chandbali, Dist- Bhadrak (30)Shri Satish Ku. Nayak, Benamunda, PO- Balabhadrapur, PS- Telkoi, Dist- Keonjhar (31) Shri Upendra Nath Sahoo, At./ PO- Ugratara, PS- Chandbali, Dist- Bhadrak (32) Shri Gobinda Ch. Jena, At. Baramanda, PO- Geltua, PS/Dist- Bhadrak (33) Shri Narottam Panda, At./ PO- Ugratara, PS- Chandbali, Dist- Bhadrak (34) Shri Ashok Ku. Nayak, At. Astal, Po/Ps/Dist- Bhadrak (35) Shri Purna Ch. Nayak, At. Gavarpur, PO-.Bangorpadi, PS- Bonth, Dist-Bhadrak (36) Shri Sarat Ch. Biswal , At. Gavarpur, PS-Bangorpadi, PS- Bonth, Dist-Bhadrak (37) Shri Prafulla Kr. Samal, At. Chengagadhia,PO- Randia, Ps/Dist- Bhadrak (38) Shri Rabindra Sethi, At. Gavarpur, PO-Bangorpadi, PS- Bonth, Dist-Bhadrak (39)Shri Prasanta Acharya, At. Panaspada, PO- Gopalpur, PS- Chandbali, Dist- Bhadrak (40) Shri Sanatana Sutar, At. Bhounai, PO- Ugratara, PS- Chandabali, Dist- Bhadrak (41)Shri Pratap Jena, At./PO- Ugratara, PS- Chandabali, Dist- Bhadrak (42) Shri Parameswar Barik, At. Sakhipatana, Po/PS- Bonth, Dist- Bhadrak (43) Shri Ramesh Ch. Behera, At. Lodagadi, PO- Sahusahi, PS- Dhusiri, Dist- Bhadrak (44) Shri Rajiv Lochan Sahoo, At. Gopalbindha, PO- Sukleswar, PS- Chandabali, Dist- Bhadrak (45) Shri Rabinarayan Sahoo, At./PO- Ugratara, PS- Chandabali, Dist- Bhadrak (46) Orissa Live Stock Manufacturers' Asson. At. P/11, Green Park, Jagamohan Nagar, Bhubaneswar (47) Shri R.P. Mahapatra, Plot No. 775(P), Lane-3, Jayadev Vihar, Bhubaneswar-13 (48) Tata Steel Ltd., Plot No. 273, Bhoumanagar, Unit-IV, Bhubaneswar (49) Shri Ramesh Ch. Satapathy, Plot No. 302(B), Beherasahi, Nayapalli, Bhubaneswar (50) Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli, Bhubaneswar (51) GRIDCO, Janpath, Bhubaneswar-22, Dist-Khurda (52) Rohit Ferro-Tech Ltd., Industrial Growth Complex, Kalinga Nagar,  PO- Jakhpura, Dist- Jajpur (53) State Public Interest Protection Council, TalaTelenga Bazar, Cuttack (54) North Orissa Chamber of Commerce & Industry, Ganeswar Industrial Estate, Balasore. All the above named objectors were present during tariff hearing except objector Nos. 1,9,11 to 15, 17 to 26, 28, 30 to 32, 34 to 44, 46 & 53 but their written submissions were taken into record and also considered by the Commission.

On WESCO’s application: -

7. (1) Western Orissa Cold Storage, At- Cold Storage Complex, Baralipali, Sambalpur-768006 (2) Larsen & Toubro Limited, PO-Kansbahal-770034, Dist-Sundargarh.(3) Orissa Electrical Consumers' Association, Sibasakti Medicine Complex, B.K. Road, Cuttack (4) Chief Electrical Engineer, (Distribution), S.E. Railway, Garden Reach, Calcutta (5) Orissa Consumers' Association, Debajyoti Upovokata Bhaban, Biswanath Lane, Cuttack (6) ST & SC Development Dept, Govt. of Orissa, At-Secretariate Building, Bhubaneswar (7) Shri Satyabadi Nayak, At/PO- Brajarajnagar, Dist-Jharsuguda (8) Shri Aswini Dash,  At/PO- Brajarajnagar, Dist-Jharsuguda (9) Shri Gurucharana Karali, At/PO- Piplimal, PS. Belpahar,Dist-Jharsuguda (10) Shri Karunakara Nayak, At- Sialrama, PO- Gudigoan, PS. Laikera, Dist-Jharsuguda (11) Shri Kamakshya Gangdeb, At-Deogarh, Dist-Deogarh (12) Shri Sunildutta Sharama, At-Baniapali, Ainthapali, Dist-Sambalpur  (13) Shri Ajit Nayak, At/Po- Dhanupali, PS/Dist-Sambalpur (14) Shri Rajesh Kumar Kar, At/Po- Modipara, PS-Town, Dist-Sambalpur (15) Shri Dibakar Kheti, Vill. Potiapali, PO- Baduapali, PS-Dhama, Dist-Sambalpur (16) Shri Mahendra Badhai, At- Ainthapali, Po- Budharaj, PS-Ainthapalli, Dist-Sambalpur (17)Shri Madhusundan Mitra, At-Nayapada Road, PO/PS/Dist-.Sambalpur (18) Shri Jalandhar Nayak, Vill- Putibadha, PO/PS. Dhanupali, Dist-Sambalpur (19) Shri Sachidananda Tripathy, At- Pattnaikpara, PO- Jhamapara, PS. Town, Dist-Sambalpur (20) Shri Pravat Kumar Panigrahi, At- Gulunda, PO- Maneswar, PS. Bhama, Dist-Sambalpur (21) Shri Shyamsundar Joshi, Vill- Daliapara, Po/PS-Sambalpur.(22) Shri Soumitri Padhi, Vill.Kud-Guderpur, PO/PS. Chiplima, Dist-Sambalpur (23) Shri Jayasankar Mishra, Vill- Mohantypara, PO- Golbazar, PS-Town, Dist-Sambalpur (24)Shri Bhawani Shankar Rout, At/Po- Nikitimal, PS- Laikera, Dist- Jharsuguda. (25) Shri Sundarmani Tanty, Vill. Kalobahal, PO- Tasaladihi, PS. Sadar, Dist- Sundargarh (26) Shri Lalindra Kalo, Vill. Siaramal, PO- Gopalpur, PS. Himgir, Dist.-Sundargarh. (27) Shri Sarangadhar Dehury, At- Kansibahal, PO- Bijaynagar, P.S /Dist- Deogarh. (28) Shri Laxmidhar Banichul Vill. Gundeimara, PO- Kantapali, PS/Dist- Deogarh.(29) Shri Manorajan Nanda, Vill. Rejamunda, PO/PS/Dist- Deogarh.(30) Shri Basanta Kumar Das, At/Po/Dist- Deogarh.(31) Shri Maheswar Chanda, AT - Charbharati, PO- Rajpur, PS. Brajarajnagar, Dist- Jharsuguda.(32) Shri Sarangadhar Mishra, At- Saktinagar, PO/ PS/Dist- Jharsuguda (33) Shri Pravat Ranjan Samantaray, At- Bedvyas, Roukela, Dist-Sundargarh.(34) Shri Sankar Mahanda, A/29, Sector, Rourkela, Dist-Sundargarh (35) Shri Pramod Kumar Nanda, At/Po/Ps. Reamal, Dist- Deogarh.(36) Shri Rajkishore Pradhan, C/551, Koelnagar, PO- Saktinagar, Rourkela-14 , PS. Jhirpani, Dist-Sundargarh. (37) Shri Satish Kumar Chowrasia, At- Panposh Basti, PO- Panposh, PS. R.N. Pali, Dist- Sundargarh.(38) Shri Sandhyarani Sahoo, Qr. No. C/225, PO- Sector-7, Rourkela, Dist-Sundargarh. (39) Shri Chandrabhanu Dash, At- A/36, Sector-16, PO- Rourkela, PS. Sector-15, Dist-Sundargarh.(40) Shri Aghnoo Sahoo, At- Karnjia, PO- Kokrema, PS. Hatibri, Dist- Sundargarh (41) Shri Sadananda Sahoo, C/225, PS. Sector-7, Rourkela, Dist- Sundargarh. (42) Shri Sailendra Kumar Panda, Qr. No. C-2/L-1-81, PO- Roukela-15, R.N. Pali, Dist- Sundargarh.(43)Shri Debahans Bisoyee, B/138, PO- Keolnagar, PO- Jhirpani, Roukela,  Dist- Sundargarh (44) Shri Bauribandhu Das, A/146, PO- Keolnagar, PO- Jhirpani, Rourkela, Dist- Sundargarh.(45)Shri Akshya Kumar Panda, A/231, PO- Sect.15, Dist-Sundargarh.(46)Shri Maheswar Deep, Sect. 6, Qr. No.A/29, PS. Sect.7, Rourkela, Dist- Sundargarh.(47)Shri Ramkrishna Mishra, Qr. No. A/268, At- Koelnagar,  PS. Jhirpani, Rourkela, Dist-Sundargarh(48)Shri Atankabhanjan Barik, At- Gatesarobarpada, Po/PS/Dist- Bolingir(49)Shri Prafulla Kumar Rana, At- Letipali, PO- Samantpur, PS. Sadar, Dist- Bolangir(50)Shri Prahallad Kumar Mishra, At- Rugudipada, Po/Ps/Dist- Bolangir(51)Shri Prasanna Kumar Negi, At- Barpallipada, Po/Ps/Dist- Bolangir(52)Shri Bipin Kumar Palai, A/267, PO- Koelnagar, Ps. Jhirpani, Rourkela, Dist- Sundargarh(53)Shri Madan Mohan Nayak, At/PO- Malmunda, PS/Dist- Bolingir(54)Shri Prabhas Mishra, At-Gandhi Nagar Pada, Po/Ps/Dist- Bolingir(55)Shri Dibakar Mohana, At/Po/Ps. Tarbha, Dist- Sonepur(56)Shri Siddheswar Nag, At- Umurai, PO- Pipirda, Ps./Dist- Bolangir(57)Shri Girish Chandra Behera, At- Kansbahal, PO- Tasaladihi, Ps. Sadar, Dist-Sundargarh (58)Shri Gopabandhu Deheri, At- Medinpur, PO- Kirei, Ps. Sadar, Dist-Sundargarh (59)Shri Santosh Tanty, At/PO- Bhandarisankra, Ps. Talsara, Dist- Sundragarh.(60)Shri Ugresan Pradhan, At/PO- Bhandarisankra, Ps. Talsara, Dist- Sundragarh (61)Shri Tilakram Sa, At/PO- Rajbahal, Ps. Lefripara,Dist.- Sundaragarh(62) Shri Kapila Kishan, At- Jharmunda, PO- Jarangloi, Ps. Bargaon, Sundargarh.(63) Shri Kamal Kumar Sandha, At-Mundagaon, PO- Nialipali, Ps. Bhasma, Dist-Sundargarh.(64) Shri Chandraba Majhi, At- Girisima, PO- Jharpalam, Ps. Himgir, Dist-Sundargarh (65) Shri Sunil Kumar Naik, At- Khatmundi, PO- Ujalpur, PS.Lephripara, Dist.- Sundargarh.(66)Shri Rajiv Lochan Pradhan, At- Kurod, PO- Tainsar, Ps./Dist- Deogarh (67) Shri Minaketana Karna, At/Po/Ps/Dist- Deogarh (68) Shri Abhimanyu Rana, At/PO-. Purunagarh, Ps/Dist- Deogarh.(69) Shri Ashok Sahu, At- Bahadaposi, PO- Barkuli, Dist- Deogarh (70) Shri Upendara Chitta, At/PO- Sarbgarh, Ps. Lefripada, Dist- Sundargarh (71) Adhunik Mataliks, H-3, Civil Town Ship, Rourkela-769004, Dist- Sundargarh.(72) Scan Steel Ltd., At- Pandey Colony, PO- Jhartaranga, Rourkela-4, Dist- Sundargarh (73) Grihasthi Udyog, At-Chhend Basti, Rourkela-769015, Dist- Sundargarh (74) Lingaraj Feeds Ltd., At-Kachery Road, Rourkela-769012, Dist- Sundargarh (75) Sundargarh District Employers Association, At- AL-1, Basanti Nagar, Rourkela-12, Dist- Sundargarh (76)Shri Prabhakar Dora, At-Vidya Nagar, Co-Operative Colony, 3rd line, Rayagada, Po/Ps/Dist- Rayagada (77) Rexon Strips Ltd, Kamala Complex, Power House Road, Rourkela-01, Dist.-Sundargarh (78) Shri Basudeb Bhoi, At-Chandrama, PS. Banahar, Dist- Jharsuguda (79) Orissa Livetock Feed Manufacturers, Association, Plot-P/11, Green Park, Jag Mohan Nagar, Bhubaneswar (80) Shri Pranab Bhoisal, At- Belkidihi, PO- Tasaladhi, PS.Sadar, Dist.-Sundargah (81) Shri R.P. Mahapatra, Plot No.775(Pt.), Lane-3, Jayadev Vihar, Bhubaneswar-751013 (82) Shri Ramesh Ch. Satpathy, Plot No.302(B), Beherasahi, Nayapalli, Bhubaneswar (83) GRIDCO, Janpath, Bhubaneswar-22.(84) OCL India Ltd., At/PO/PS-Rajgangpur, Dist-Sundargarh-770017 (85) Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli, Bhubaneswar (86)State Public Interest Protection Council, TalaTelenga Bazar, Cuttack (87) Sambalpur District Consumers Federation, Balajee Mandir Bhawan, Khetrajpur, Sambalpur.  All the above named objectors were present during tariff hearing except objector Nos. 1,7 to 30, 33 to 40, 42 to 57, 59 to 70, 76 &  86 but their written submissions were taken into record and also considered by the Commission. 

On SOUTHCO’s application: -

8. (1) Orissa Electrical Consumers' Association, Sibasakti Medicine Complex, B.K. Road, Cuttack (2) Orissa Consumers' Association, Debajyoti Upovokata Bhaban, Biswanath Lane, Cuttack (3)Grahak Panchayat, Friends Colony, Paralakhemundi, Dist- Ganjam(4) ST & SC Development Dept, Govt. of Orissa, At-Secretariate Building, Bhubaneswar (5) Jayashree Chemicals Limited, At/ PO-Jayashree, Ganjam (6) Ganjam District Electricity Consumers Protection Association, At- Hijilicut, Dist-Ganjam (7) Shri Prabhakar Dora, At-Vidya Nagar, Co-Operative Colony, 3rd line, Rayagada, Po/Ps/Dist- Rayagada (8)R. Balakrishana Rao, At/PO- Bandulapalli, PS- Chamakhandi, Dist-Ganjam (9) Shri Mohan Sahu, At./PO-Kalipalli, PS- Chamakhandi, Dist: Ganjam (10) Shri Udaya Gouda, At- Madhua, PO-Tanganapalli, PS-Gopalpur, Dist-Ganjam (11) N.Enesu Achary, Ex-Chairman, P.S. , Chatrapur, Block, At/PO-Chikalakhandi, PS-Chatrapur, Dist : Ganjam(12) Shri Ribindra Ku. Sahu, At/PO- Badakusasthali, PS-Gopalpur, Dist- Ganjam (13) Shri Kabiraj Sahu, At/PO-Narendrapur, PS- Chamakhandi, Dist-Ganjam (14) Shri Syama Swainyi, At- Sitalapalli, PO-Tanganapalli, PS-Gopalpur, Dist-Ganjam (15) Shri Kishore Jena, At/PO- Narendrapur, PS-Chamakhandi, Dist- Ganjam (16) Shri Anna Jena, At-Balarampur, PO-Tanganapalli, PS-Gopalpur, Dist-Ganjam (17) Shri Chaitanya Bishoyi, At/P.O-Tanganapalli,P.S-Chamakhandi, Dist.-Ganjam.(18) Shri Somanath Sahu,At-K.T.N.Pur,P.O-Janganapalli,P.S-Chamakhandi,Dist.-Ganjam (19) Shri Alekha Ch. Bishoyi,At/P.O -Tanganapalli, P.S-Chamakhandi,Dist.-Ganjam (20) Shri Niranjan Sahu, At/P.O -Narendrapur, P.S.: Chamakhandi, Dist.-Ganjam (21) Shri Dandapani Samal, At/P.O- Bonthapalli,P.S-Polosara, Dist.-Ganjam (22) P.Kamaraju Reddy,.At-Sindhigan, P.O-Badapur, P.S-Gopalpur, Dist.-Ganjam (23) Shri Prakash Patro, At-Park Street, P.O-Brahmapur, P.S- Town P.S., Dist.- Ganjam (24) G. Dandapani, At/P.O-Chudangapur, P.S. : Digapahandi, Dist.-Ganjam (25)  Shri Biswanath Sahu, At-Badakusasthai, PS-Gopalpur, Dist-Ganjam (26) Shri Gourhari Bishoyi, At/PO/PS-Polasora, Dist-Ganjam (27) Shri Nilakantha Dash, At-Pattapur, PO. Sundarpur, PS-Chatrapur, Dist : Ganjam (28) Shri R.P. Mahapatra, Plot No.775(Pt.), Lane-3, Jayadev Vihar, Bhubaneswar (29) Orissa Live Feeds Manafacturers' Asson. P/11, Green Park, Jagamohan Nagar, Bhubaneswar (30) Shri Ramesh Ch. Satpathy, Plot No.302(B), Beherasahi, Nayapalli, Bhubaneswar (31) Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli, Bhubaneswar (32) GRIDCO, Janpath, Bhubaneswar (33) State Public Interest Protection Council, TalaTelenga Bazar, Cuttack.(34) SOUTHCO Finance Cadre Welfare Association, At-Kesav Nagar,Lanjipalli, Berhampur. All the above named objectors were present during tariff hearing except objector Nos. 2, 6, 8 to 10, 12 to 20, 22 to 24, 29 & 33 & 34 but their written submissions were taken into record and also considered by the Commission. 

9. The applicants submitted their replies to the issues raised by the various objectors.

10. Section 94(3) of the Electricity Act, 2003, provides that the appropriate Commission may authorize any person, as it deems fit, to represent the interest of the consumers in the proceedings before it. The Commission appointed to Dr. S. Meher of Nabakrushna Choudhury Centre for Development Studies, Bhubaneswar as Consumer Counsel for objective analysis of the Annual Revenue Requirement and tariff proposal of the Distribution Licensees.

11. The Commission had also appointed the following nine persons/organisations as Consumer Counsel to represent the interest of consumers from the areas of the Distribution Licensees: -

Table – 2

	Sl.
No.
	Name of the Organisations/persons with address
	Name of the DISCOMs’ from where the Consumer Counsel to represent


	1
	Grahak Panchayat, Friends Colony, Parlakhemundi, Dist : Gajapati
	SOUTHCO

	2
	Shri Prabhakar Dora, 3rd Line Cooperative Colony, Vidya Nagar, Rayagada
	SOUTHCO

	3
	Orissa Consumers’ Association, Balasore Chapter, Balasore
	NESCO

	4
	Sambalpur District Consumers’ Federation, Balaji Mandir Bhavan, Khetrajpur, Sambalpur
	WESCO

	5
	Sundargarh District Employee Association, AL-1, Basanti Nagar, Rourkela
	WESCO

	6
	Federation of Consumers’ Organisation, (FOCO), Biswanath Lane, Cuttack
	CESU

	7
	Orissa Electrical Consumers’ Association, Sibashakti Medicine Complex, Bazrakabati Road, Cuttack-01
	CESU

	8
	Secretary, Confederation of Citizen Association, 12/A, Forest Park, BBSR-9.
	CESU

	9
	The Secretary, PRAYAS Energy Group, Pune
	CESU, WESCO, NESCO & SOUTHCO


Among the above mentioned Consumer Counsels, the following organisations/persons furnished their written submission and participated in the hearing.

(1)Grahak Panchayat and Shri Prabhakar Dora for SOUTHCO, (2) Sambalpur District Consumers’ Federation and Sundargarh District Employee Association for WESCO, (3) Federation of Consumers’ Organisation, (FOCO) and Orissa Electrical Consumers’ Association for CESU.   Orissa Consumers’ Association for NESCO had filed their written submission only.

12. The dates for hearing were fixed and it was duly notified in the leading English and Oriya daily newspapers mentioning the list of objectors. The Commission issued notice to the Govt. of Orissa represented by the Department of Energy to send their authorised representative to take part in the ensuing tariff proceedings.

13. In its consultative process, the Commission conducted public hearings at its premises on 11.02.2010 for SOUTHCO, 15.02.2010 for NESCO, 16.02.2010 for WESCO and 17.02.2010 for CESU.  The Applicants, Consumer Counsel, Dr. S. Meher of NCCDS, Bhubaneswar and Consumer Counsels from licensee;s area of supply & Objectors  presented their views in the hearing. The Commission heard the Applicants, Objectors, Consumer Counsels and the representative of the DoE, Government of Orissa at length.

14. The Commission convened the State Advisory Committee (SAC) meeting on 18.02.2010 at 3:30PM at its premises to discuss about the ARR applications and tariff proposals of licensees. The Members of SAC, Special Invitees, the Representative of DoE, Govt. of Orissa actively participated in the discussion and offered their valuable suggestions and views on the matter for consideration of the Commission.

ARR & RETAIL SUPPLY TARIFF PROPOSAL FOR 2010-11 (Para 15 to 77)
15. A statement of Energy Sale, Purchase and Overall Distribution loss from FYs 2007-08 to 2010-11 as submitted by DISCOMs is given below in a tabular form:

Table - 3
Distribution Loss

	
	
	2007-08 (Actual)
	2008-09

(Actual)
	2009-10

 (Estt.)
	2010-11

(Estt)

	CESU
	Energy Sale (MU)
	3045.11
	3387.07
	3865.45
	4124.55

	
	Energy Purchased (MU)
	5203.61
	5672.61
	6337.00
	7401.78

	
	Overall Distribution Loss %
	41.51
	40.34
	39.00
	44.28

	NESCO
	Energy Sale (MU)
	3203.777
	2973.71
	3404.81
	3996.07

	
	Energy Purchased (MU)
	4654.929
	4544.97
	4966.9
	5573.32

	
	Overall Distribution Loss %
	31.17
	34.57
	31.45
	28.3

	SOUTHCO
	Energy Sale (MU)
	1077.593
	1136.21
	1237.10
	1448.29

	
	Energy Purchased (MU)
	1975.27
	2175.93
	2324.00
	2530.00

	
	Overall Distribution Loss %
	45.44
	47.78
	46.77
	42.76

	WESCO
	Energy Sale (MU)
	3434.611
	4238.24
	4408.00
	4651.00

	
	Energy Purchased(MU)
	5377.00
	6378.43
	6430.00
	6500.00

	
	Overall Distribution Loss %
	36.13
	33.55
	31.46
	28.45


AT&C Loss 
16. The System Loss, Collection Efficiency and target fixed by OERC in reference to AT&C Loss for the four DISCOMs since FY 2008-09 onwards are given hereunder :-

Table - 4
AT&C Loss
	
	
	2008-09

(Actual)
	2009-10

(Estimated)
	2010-11
(Estimated)

	CESU
	Dist. Loss (%)
	40.34
	39
	44.28

	
	Collection Efficiency (%)
	91.80
	95
	95

	
	AT&C Loss (%)
	45.23
	42.05
	47.07

	
	OERC Target (AT&C Loss %)
	32.84
	27.8
	As per Business Plan

	NESCO
	Dist. Loss (%)
	34.57
	31.45
	28.3

	
	Collection Efficiency (%)
	92.50
	96
	97

	
	AT&C Loss (%)
	39.48
	34.19
	30.45

	
	OERC Target (AT&C Loss %)
	29.00
	24.5
	As per Business Plan

	SOUTHCO
	Dist. Loss (%)
	47.78
	46.77
	42.76

	
	Collection Efficiency (%)
	94.21
	96
	97

	
	AT&C Loss (%)
	50.80
	48.90
	44.47

	
	OERC Target (AT&C Loss %)
	34.60
	29.36
	As per Business Plan

	WESCO
	Dist. Loss (%)
	33.55
	31.45
	28.45

	
	Collection Efficiency (%)
	93.86
	97
	97

	
	AT&C Loss (%)
	37.63
	33.50
	33.5

	
	OERC Target (AT&C Loss %)
	28.00
	24.05
	As per Business Plan



(* Data relating to CESU is adopted from Performance Review.)
17. Non-fulfilment of the targets has been attributed by the DISCOMs, as usual, to slow progress in investment due to delay in receipt of APDRP and World Bank funds, natural calamities, massive rural electrification programme, non-establishment of special courts and special police stations, non-availability of requisite funds owing to Escrow mechanism, alleged non-payment of dues by govt. departments and public sector undertakings. 

Metering
18. The three Reliance Managed licensees stated that they had inherited a system with large number of unmetered consumers or consumers having defective meters. The billing data bases were defective. Meanwhile they have claimed to have achieved 100% feeder metering at 33 KV level. The licensees have initiated drive to replace the defective meters and shift the existing ones to outside the premises of the following nos of consumers for which work orders have already been placed.
Table - 5
	DISCOMs
	No. of Consumers
	Meters to be Shifted & Replaced
	Cost in Rs. Cr.
	Meters to be Replaced
	Total Cost Rs. Cr.

	NESCO
	2,25,000
	1,80,000
	6.3
	45000
	8.19

	WESCO
	1,30,000
	1,04,000
	3.64
	26000
	4.73

	SOUTHCO
	75000
	60,000
	2.1
	15,000
	2.73

	TOTAL
	4,30,000
	
	12.04
	
	15.65


They are in the process of procuring AMRs (Automatic Meter Readers) for high value customers and single phase static meters for general consumers as given below.
Table - 6
	Name of  DISCOM
	AMRs to be procured
	Static meters to be procured

	NESCO
	825
	2,20,000

	WESCO
	1000
	75,000

	SOUTHCO
	480
	60,000

	TOTAL
	2305
	3,55,000


19. CESU submitted that out of 20184 nos of Distribution Transformers, meters have been fixed in 5118 nos of Distribution Transformers. To conduct DT energy audit, it is envisaged to meter 100 % DTR by 2010-11 and to provide LPR (Low Power Radio) with MRI (meter reading instrument) to capture DT meter parameters effectively for proper analysis and helping in the formulation of field activity programme.  As per their plan 100000 consumers under BCDD-I, BCDD-II, BED, CDD-I, CDD-II, DED & PED will be covered under pillar box metering during FY 2010-11.
Spot Billing Roll out Plan 
20. The Reliance managed DISCOMs have submitted that they have replaced the old spot billing agents due to their non-performance and engaged new agents with stringent penalty conditions. The licensees submit that they have already covered large number of consumers under spot billing and in the FY 2010-11 they propose to cover the balance of the customers with the cost involvement as detailed below. 
Table - 7
	Name of  DISCOM
	Existing No of Customers
	Numbers of Customers to be Covered
	Total Cost Involved (Rs.)

	NESCO
	4,00,000
	2,00,000
	11,00,000

	WESCO
	3,24,000
	2,00,000
	13,50,000

	SOUTHCO
	3,50,000
	1,25,000
	8,68,000

	TOTAL
	10,74,000
	5,25,000
	33,18,750



Capex Plan/System Improvement Scheme
21. CESU has submitted its Capex plan which includes the System Improvement Plan amounting to Rs.210 Cr. as detailed below.

Table - 8
	Sl. No
	Programme
	Amount (Rs. Cr.)

	1
	System Improvement Programme
	86.00

	2
	Technical Loss Reduction Programme
	36.00

	3
	Commercial Loss reduction Programme
	76.00

	4
	Application of Information Technology
	12.00

	
	Total
	210.00



CESU has proposed to fund the Capex Programme with
1) Borrowings from financial institutions namely REC Ltd.

2) Devolution through Finance Commission /Government Support.


The Cost benefit Analysis of the programme reveals the following.
1) The IRR of the programme has been found to be 18 % which is quite attractive compared to the REC norm which is only 12 %
2) NPV comes out to be positive after five years of completion of the programme.
3) Pay back period is 3.63 years which is quite attractive.

22. The three Reliance Managed Companies submitted that APDRP scheme has been short closed during the X Plan and that in XI Plan the Govt. of India has debarred privatized distribution utilities from availing funds earmarked in the scheme. However, they have envisaged that some short of solution will emerge after intervention of Govt. of Orissa with Ministry of Power, Govt. of India, to include DISCOMs of Orissa. The Capex Programme of the Reliance managed DISCOMs for FY 2010-11 are as under.
Table - 9
Capex Programme of REL Managed DISCOMs (Rs. Cr.)
	Name of the Programme
	NESCO
	WESCO
	SOUTHCO

	RGGVY
	381.60
	671.96
	43.83

	New Schemes
	
	
	

	APDRP
	
	
	

	Deposit Work
	25.74
	17.77
	9.50

	System Improvement
	34.75
	27.52
	6.82

	IT Automation & ABT & Others
	4.19
	36.75
	10.98

	Biju Gramya Yojana 
	7.62
	
	36.03

	13th Finance Commission
	
	
	150.00

	MNP
	
	
	4.20

	Biju Gramya Jyoti (SI)
	
	
	31.89

	Total
	453.90
	754.00
	293.25


All the above programmes except system improvement and IT automation are Govt sponsored programmes and, therefore, need no extra finance for the DISCOMs. In case of system Improvement Programme the DISCOMs have proposed loan from Financial Institutions at an interest rate of 12.5 %.  

Automated Meter Reading
23. CESU has intended to cover all HT & EHT consumers with GSM based Automatic Meter Reading (AMR) for which it has proposed expenses of Rs 50 Lakh in FY 2010-11.

The REL managed companies have submitted that they have initiated a drive for installation of AMR system on pilot basis for consumers above 40 KW load. So far 1850 numbers of consumers on this category have been covered and another 1850 consumers will be covered by end of this Financial Year in all three DISCOMs. The roll out plan to install AMR for remaining consumers with Load above 20 KW in FY 2010-11 is as follows.
Table - 10
	Name of DISCOMs
	No. of Consumers
	Overall Cost per month (Rs. lakh)

	NESCO
	100
	8.00

	WESCO
	1634
	8.50

	SOUTHCO
	1368
	7.17

	TOTAL
	3102
	23.67


Energy Audit
24. CESU has submitted that it is planning energy accounting and energy auditing at DTR levels. The activities presently undertaken include installation of 33 KV feeder meters in 27 Nos. of 132/33 KV substations to measure the loss between 132 KV and 33 KV lines, metering of 105 No of 33 KV feeders at 33/11 KV substations to know the loss areas of 33 KV consumers, 11 KV metering of 584 nos of 11 KV feeders at 33/11 KV substations to measure the loss between 33 KV incoming point to 11 KV outgoing points. Apart from that it proposes metering of 17405 nos of Distribution Transformers for 11 KV feeders auditing out of which only 5118 nos are metered. Thus CESU has envisaged 100 % DTR metering by the end of 2010-11.

25. NESCO, SOUTHCO & WESCO have categorically stated that they have initiated suitable measures for conducting energy audit. WESCO and SOUTHCO submitted that currently Energy Audit was being carried out on a monthly basis on all the 33 KV feeders and 11 KV feeders while NESCO is doing at 33 KV level only and envisages to complete at 11 KV level by the end of the ensuing year.

26. All the Reliance managed DISCOMs submitted that Energy Audit activity would be carried out in selected divisions for which 100 % Grid and Feeder metering will be required along with metering of 6000 Distribution Transformers which involves the following Cost.

Table – 11
Cost of Energy Audit
(Rs. lakh)
	DISCOMs
	No. of Distribution Transformers
	Total Cost including installation of AMR 
	Overall Cost in Rs./Month
	No. of DT Metering/ Month
	DT Metering Cost (Rs.)
	Total Cost in  FY 2010-11

	NESCO
	2000
	340
	28.33
	500
	300
	6.00

	WESCO
	2000
	340
	28.33
	
	
	6.00

	SOUTHCO
	2000
	340
	28.33
	
	
	6.00

	Total
	6000
	1020
	84.99
	
	
	18.00


27. They have also proposed consumer indexing, consumer and network survey, painting of electrical addresses on poles etc. The tendering for consumer indexing and network documentation has already been completed and the process is in the stage of finalisation of contract
28. NESCO, SOUTHCO & WESCO have given the estimated cost for Consumer Indexing as under:-
Table- 12
Cost of Consumer Indexing
	Sl No.
	Name of Discoms
	No. of Consumers
	Rate per Consumer 
	CKT Area
	Rate CKT KM.
	Total Cost including Network Documentation (Crores)
	Overall Cost/ Month (Rs. lakh)

	1
	NESCO
	200000
	40
	7000
	700
	1.29
	10.75

	2
	WESCO
	1750000
	
	6000
	
	1.12
	9.33

	3
	SOUTHCO
	150000
	
	5900
	
	1.01
	8.41

	Total
	2100000
	 
	 
	 
	3.42
	28.49


They have considered the aforementioned cost of energy audit in their ARR submissions for FY 2010-11 as part of A&G expenses.


Special Police Stations & Special Courts

29. CESU has submitted that it is planning to establish eight energy police stations in all the eight districts under the jurisdictions of the licensee.

NESCO, WESCO, and SOUTHCO have submitted that one special police station each at Balasore, Sambalpur and Berhampur have been opened in their area of operation. As per Notification No. 47514 dtd. 23.10.2008 of Home Deptt., Govt. of Orissa, another 29 nos. of Energy Police Stations all over Orissa are to be established out of which NESCO, WESCO, and SOUTHCO will have 5, 9 and 9 police stations respectively. The DISCOMs have proposed one police station each in every revenue district of their operational area for which they have estimated an expenditure of Rs.2.27 Crore, Rs.3.81 Crore and Rs.3.74 Crore during FY 2009-10 under A&G expenses respectively.

Franchisee Operation

30. CESU proposes to come out with an EOI (Expression of Interest) for large scale franchise operation in the area covered under RGGVY and areas of high loss potential with both assured revenue model and asset based input model. The selection criteria will be area having T&D Loss-more than 55 %, AT&C Loss –more than 62 % or input loss more than 100 MU per annum. Franchise Operation in new areas under RGGVY Scheme is mandatory. CESU has proposed Rs 6 Cr for maintenance of lines, replacement of transformers etc for this scheme which has to be supplied by the licensee. 
NESCO submits that 36269 numbers of LT consumers (below 110 KVA) under Dharmasala and Jajpur town subdivisions of Jajpur Road circle have been covered under input based Franchisee system. Another two sub-divisions namely Khaira and Tihidi under Bhadrak circle will be covered under Franchisee within current year. Hence, it has kept an expenditure provision of Rs.2.67 crore for FY 2010-11 on this account. WESCO has given franchisee for 21 numbers of 11 KV feeders under Balangir Division, 12 numbers of 11 KV feeders under Sonepur Division, 9 numbers of 11 KV feeders under Jharsuguda Division, 10 numbers of 11 KV feeders under KWED and 3 nos of 11 KV feeders under Bargarh Division under input based franchisee system. More over M/s Enzen Global has been entrusted two sub-divisions under Titilagarh Division namely Kantabanjhi and Patnagarh in a pilot scheme. For this WESCO envisages an expenditure of Rs.1.95 crore for FY 2010-11. SOUTHCO submits that 2 subdivisions under GNED are covered under input based Franchisee system and envisages to cover two more sub-divisions along with engaging several NGOs and WSHGs for participating in commercial activities with an total expenses of Rs.1.22 crore during FY 2010-11.

Data Sources
31. NESCO, WESCO, SOUTHCO and CESU have scrupulously complied with the information requested by the Commission for submitting the ARR and tariff for the year 2010-11. The accounts upto March, 2009 have been duly audited as per Companies Act for all the Reliance managed DISCOMs. In case of CESU audited account is available upto March, 2008. Copies of the audited accounts have already been furnished to OERC. The licensees have relied upon the audited accounts upto March, 2009 except CESU for compilation of data and preparation of this ARR. As such, the licensees submit in the application that the data furnished by them are authentic and reliable. 


Revenue Requirement


Sales Forecast
32. The four distribution utilities have forecasted their sales figures for the year 2010-11 as detailed below with reasons for sales growth. 

Table – 13
	Licensee/ Utility
	LT Cons

(MU)

2010-11
(Estt.)
	%

Rise above FY 09-10
	Remarks
	HT

Cons

(MU)

2010-11
(Estt.)
	%

Rise above FY 09-10
	Remarks
	EHT Cons

(MU)

2010-11
(Estt.)
	%

Rise above FY 09-10
	Remarks

	CESU
	2255.65
	20
	Due to RE and category wise growth.
	951.99
	1
	Past trend & load growth expected 
	916.92
	-12
	Load growth from existing & new consumers

	NESCO
	1451.48
	25.21
	Impact of RE programmes & growth from existing & new consumers
	750.02
	8.39
	Declining consumption by steel industries and shifting of HT load to EHT. 
	1794.57
	16
	Recession in the steel industries and consequent reduction of their CD.

	WESCO
	1584.00
	20.27
	Impact of RE programme & growth from existing & new consumers, metering of all irrigation consumer. 
	1563.00
	2.96
	Trend of 2007-08 & growth from existing & new consumers
	1504.00
	-4.39
	Trend of FY 2007-08 & growth from existing & new consumers subject to availability of OPTCL network.

	SOUTHCO
	923.99
	19.90
	Impact of RE programme & growth from existing & new consumers
	234.14
	-1.29
	Trend of 2007-08 & growth from existing & new consumers (>1MVA)
	290.15
	26.55
	Based on the specific load of each industry.


Inputs in Revenue Requirement
Power Purchase Expenses

33. CESU has estimated energy input of 7401.78 MU for the year 2010-11 based on the estimated consumption of 4124.55 MU and distribution loss of 44.28 %. The power purchase expenses have been estimated basing on the current bulk supply tariff of 101.5 paisa per KWH and including transmission and SLDC charges of 20.50 paisa and 0.50 per KWH respectively. At this price the total power purchase cost is arrived at Rs.906.39 cr.
The Reliance managed companies also have proposed the power purchase costs basing on their current BSP, transmission charges and SLDC charges. They have also projected their SMD considering the additional load due to RGGVY and BGJ.
Table - 14
	DISCOMs
	Estimated Power Purchase in MU
	Estimated Sales MU
	Distribution Loss in %
	Current BSP Paise/Unit
	Estimated Power Purchase Cost Rs Cr
	SMD proposed MVA

	NESCO
	5573.324
	3996.07
	28.30
	130
	841.57
	730

	WESCO
	6500.00
	4651.00
	28.45
	154
	1137.50
	1050

	SOUTHCO
	2530.00
	1448.29
	42.76
	70
	230.23
	410



Employees’ Expenses 

34. Considering the impact of 6th Pay Commission for six months during current financial year, CESU has estimated an expense of Rs.249.70 cr for the current year and Rs.433.62 for the ensuing year 2010-11. This is based on projected rise in employee strength of 75% in view of increased consumer base. Apart from that the licensee has worked out an arrear salary of Rs. 87.69 crore out of which 60% is to be paid in FY 2010-11.

35. NESCO, WESCO and SOUTHCO submitted that they have incurred employee cost of Rs.269.51, Rs.282.38 and Rs.252.55 Cr. respectively due to salary revision of non-executives w.e.f. 01.04.2005 and executives w.e.f. 01.01.2006. NESCO, WESCO and SOUTHCO propose to recover every year the additional amount over the approved employee cost at the rate of Rs.71.65 cr, Rs.73.89 cr. and Rs.68.32 cr. respectively. The licensees have started the process of segregating commercial activities from the O&M activity. NESCO, WESCO and SOUTHCO have proposed to true up Rs.71.65 cr., Rs.21.50 cr. and Rs.100.71 cr for the year 2009-10 on account of implementation of 6th Pay Commission. In view of the increased consumer base they have proposed to recruit adequate staff during the ensuing year. The employee terminal benefit trust of NESCO, WESCO and SOUTHCO require Rs.53.93 cr, Rs.49.14 cr and Rs.45.86 cr respectively for FY 2010-11. The total employee expense submitted by the three DISCOMs namely NESCO, WESCO and SOUTHCO works out to Rs.232.53 cr, Rs.250.00 cr and Rs.199.40 cr. respectively against approved employee expense of Rs.114.28 cr, Rs.138.88 cr and Rs.98.59 cr. for the FY 2009-10.

Administrative & General Expenses
36. CESU has proposed Rs 99.22 Cr as A & G expenses for FY 2010-11 against Rs 44.26 Cr approved for the current year 2009-10. The increased expense is to meet the increased number of consumers mainly due to RGGVY scheme and to cater to the need of franchise expense, incentive for collection of arrear, introduction of SAP and AMR etc.

NESCO, WESCO, SOUTHCO have submitted A & G expense of Rs 42.2 Cr., 36.5 Cr. and 34.7 Cr for FY 2010-11 against approved A & G expense of Rs 15.75, 22.81 and 14.79 Cr for the FY 2009-10 respectively. The licensees have also prayed for truing up for additional A&G expenses of Rs 11.90 cr., 12.38 Cr. and 16.63 Cr in case of NESCO, WESCO and SOUTHCO.

Repair & Maintenance (R&M) Expenses

37. All the DISCOMs have calculated R&M expenses as 5.4% of GFA at the beginning of the year. They have also prayed for an extra amount towards R&M of assets to be maintained by DISCOMs under RGGVY and BGJY scheme. The Reliance managed DISCOMs have prayed that they have spent less in terms of R&M expenses between the years 2000 to 2008 compared to the approved expense due to strict escrow mechanism. They propose to spend these differential amounts during the ensuing financial year 2010-11. The details of proposal under R&M expenses are given below:
Table - 15
(Rs. Cr.)

	DISCOMs
	GFA
	R&M as 5.4% of GFA
	Assets under RGGVY and BGJY
	R&M for RGGVY and BGJY assets
	R&M Expenditure left to be covered between 2000-08
	Total Amount projected

	CESU
	969.07
	52.33
	815.12
	81.52
	Not submitted
	133.85

	NESCO
	1069.57
	57.76
	Not submitted
	Not submitted
	69.21
	126.97

	WESCO
	892.13
	48.18
	Not submitted
	Not submitted
	61.26
	109.44

	SOUTHCO
	624.30
	33.71
	Not submitted
	Not submitted
	69.67
	103.38


The three Reliance managed DISCOMs have not estimated the exact amount required for maintenance of assets under RGGVY and BGJY scheme.

Provision for Bad & Doubtful Debts

38. CESU has made provision towards bad and doubtful debts to the tune of Rs.59.13 Crore based on 5% of the total sales revenue.
39. NESCO, SOUTHCO and WESCO submitted that due to past losses and huge liability, it would be difficult for them to arrange working capital and the situation would worsen if the Commission does not recognise the short-fall in collection efficiency. In order to make good the loss or short-fall in collection efficiency, the licensees have considered the amount equivalent to the collection inefficiency as bad and doubtful debts while estimating the ARR for FY 2010-11. Considering the proposed collection efficiency of 97 % for NESCO, 97.5 % for SOUTHCO and 97 % for WESCO for FY 2010-11, they have considered for bad and doubtful debts to the extent of Rs.41.21 cr., 47.63 Cr and Rs.11.60 Cr respectively as part of ARR for FY 2010-11.

Depreciation

40. All the four DISCOMs have adopted straight-line method for computation of depreciation at pre-92 rate. No depreciation has been provided for the asset created during the year. 

Loans and Outstanding Dues

41. NESCO, WESCO and SOUTHCO have submitted that the Commission had passed an order approving their business plan on 28th February, 2005 in Case no.115 of 2004. Subsequently, a clarificatory order on the same subject was also issued on 20th July, 2006. With the gaps in ARR of three Reliance Managed Companies, there is more likelihood of default by them in repayment of instalment as envisaged in the order mentioned above. There is no incentive for them for retention of fund after payment of BSP, monthly instalment towards securitised amount and other OERC approved expenditure. Hence, they have urged the Commission to follow the procedure as laid out in the transaction documents for the sale of Central Zone Electricity Distribution and Retail Supply Utility. 


Loan from GRIDCO and others with Interest
42. CESU has submitted that no interest has been calculated on GRIDCO loan including Rs.174 Crore cash support as per the Order of the Commission. CESU has envisaged an investment plan of Rs 210 Cr for FY 2010-11 for system improvement programme with an interest rate of 13 % p.a. The licensee has proposed to build a corporate building at a budget of Rs 20 Cr with borrowings from a commercial bank @ 12 % p.a. About loan from Govt. CESU submits that they have availed APDRP assistance amounting to Rs.37.09 Cr. from GoI through Govt. of Orissa and borrowed counter part funding from PFC amounting to Rs.35.52 Cr. The loan under APDRP and PFC carries an interest of 12.5% per annum and 8.5% respectively. The interest on World Bank loan has been calculated @ 13% per annum.

Power Bond
43. WESCO, NESCO & SOUTHCO issued bonds worth Rs.400 Crore in favour of GRIDCO to be assigned to NTPC w.e.f 1st October, 2000 @ 12.5% interest. The Commission in its last tariff order had allowed interest @ 8.5% (tax free) on those bonds as per the recommendation of Alhuwalia Committee. The Commission in its order advised the Govt. to pass on the benefits to the end users of electricity on account of the relief that would be available if securitisation shall be effected in line with the one time settlement scheme approved by the Govt. of India to be made effective on 01.10.2001. But, GOO has not yet communicated its decision. The licensee requests the Commission to allow the differential interest between 12.5% p.a. and 8.5% p.a. on this bond amount from 1st October, 2000 to March, 2007 in the ARR for FY 2010-11. WESCO, NESCO and SOUTHCO have estimated Rs.13.65 Crore, Rs.32.80 Crore and Rs.30.68 Crore, respectively towards the differential interest. GRIDCO has already settled the outstanding dues of power bonds with NTPC through one time settlement with waiver of interest on such bonds by Rs.91.5 Crore for all the DISCOMs upto 31st March, 2007. The Reliance Managed DISCOMs submit that GRIDCO may be directed to give the details of the settlement amount which shall be reimbursed by the DISCOMs to GRIDCO after adjustment of past payments/ adjustments. They further submit that the amount of rebate availed by GRIDCO are to be reduced from dues of Power Bond. 

GRIDCO BSP Outstanding Dues 

44. The Commission in its order dtd. 28th February, 2005 while approving the Business Plan of NESCO, SOUTHCO & WESCO had mentioned that the securitisation of BSP outstanding dues to GRIDCO payable by DISCOMs would be at 0% interest rate and the amount to be securitised for each DISCOMs will be the date preceding when each company would start paying 100% BST bills of GRIDCO. Accordingly, NESCO, SOUTHCO & WESCO have not considered any interest on BSP outstanding dues in the ARR for FY 2010-11.  Further, the Commission in the said order opined that State Government and Govt. undertakings dues to the DISCOMs should be adjusted before securitising the outstanding BSP dues of GRIDCO. Subsequently, OERC in its supplementary order (Case No.115/2004) dtd.20.07.2006 directed for payment of securitised BST and loan outstanding in equal monthly instalments for a period of ten years. 


APDRP Assistance

45. About loan from Govt CESU submits that they have availed APDRP assistance of Rs 37.09 Cr. from GOI through Govt of Orissa and borrowed counter funding from PFC amounting Rs 35.52 Cr. The loan under APDRP & PFC carries an interest rate of 12 % and 8.5 % respectively. 
46. In the ensuing year, NESCO, SOUTHCO & WESCO have estimated nothing to be expended under APDRP Scheme. For the assistance already availed by the licensees previously interest @ 12% per annum has been considered for the ensuing year on the existing loan. NESCO, SOUTHCO and WESCO have estimated an interest of Rs.1.74 Crore, Rs.0.76 Crore and Rs.0.66 Crore, respectively on this account. 


Payment of Past Statutory Dues, Pressing Creditors & Inspection Fees

47. NESCO, SOUTHCO & WESCO have submitted that the outstanding statutory dues as on 31st March, 2008 worked out to be Rs.166.26 Crore (NESCO), Rs.99.72 Crore (SOUTHCO) and Rs.111.08 Crore (WESCO) to be considered for the year 2010-11. WESCO and SOUTHCO have proposed to amortise outstanding securitized dues up to FY 2009 amounting to Rs.107.17 Crore and Rs.111.03 Crore, respectively. They have requested to amortize these amounts as regulatory asset. 


Interest Capitalized

48. NESCO, WESCO and SOUTHCO have shown the interest on loan outstanding at the beginning of the year as revenue expenses as a part of ARR. The interest on loan to be drawn during the ensuing year for capital works has been capitalized. The total interest estimated for financial year 2009-10 for NESCO, WESCO and SOUTHCO are Rs.1.93 Crore, Rs.2.13 Crore and Rs.1.82 Crore, respectively.


Interest on Security Deposit

49. NESCO, WESCO and SOUTHCO have submitted that the interest on security deposits @ 6 percent per annum (ie. @ Bank rate) for FY 2010-11 have been worked out to be Rs.12.21 Crore (NESCO), Rs.16.47 Crore (WESCO) and Rs.4.26 Crore (SOUTHCO).

Non-Tariff Income

50. NESCO, WESCO and SOUTHCO have proposed non-tariff income for FY 2010-11 to the tune of Rs.17.31 Crore, Rs.16.75 Crore and Rs.9.76 Crore, respectively. However, they have proposed to abolish meter rent for all categories and hence not considered any income from meter rent. 


Amortisation of Regulatory Assets

51. NESCO, WESCO and SOUTHCO have submitted that Regulatory asset may be amortized to the extent of cash requirement during the year 2010-11. They have only included the amortization of regulatory assets to the extent of actual liability towards payment of statutory dues payable to the employees trust like pension etc which are given below: 
Table – 16
Amortisation of Regulatory Assets in FY 2009-10 

(Rs. Crore)

	Sl. No.
	Description
	NESCO
	WESCO
	SOUTHCO

	1.
	Statutory dues towards trusts
	97.62
	111.09
	250.89

	2.
	Outstanding securitized dues to GRIDCO
	-
	107.17
	111.03

	3.
	Outstanding interest on World Bank & APDRP loan
	75.33
	-
	-

	4.
	Past Statutory Dues and Pressing Creditors
	-
	-
	9.52

	
	Total
	172.95
	218.26
	371.44



Truing up of Revenue Gap for FY 2008-09

52. The Reliance managed DISCOMs submitted that the surplus amount shown as gap to be considered for true up in tables 59-62 of RST order for FY 2009-10 was erroneous due to inconsistent true up principle adopted by the Commission. After preparation of audited accounts of FY 2009, WESCO and SOUTHCO have prayed for true up of Rs144.23 Cr. and Rs.176.73 Cr., respectively. Considering the variation between estimated revenue and actual expenditure during FY 2009-10 due to reasons beyond the control of the DISCOMs, NESCO, WESCO and SOUTHCO have requested the Commission to allow truing up of uncovered gap of Rs.117.21 Crore (NESCO), Rs.89.89 Crore (WESCO) and Rs.68.52 Crore (SOUTHCO) to be considered as estimated revenue gap for FY 2009-10 to be trued up in the ARR of FY 2010-11.

Return on Equity / Reasonable Return
53. CESU has claimed Rs.11.64 Crore as ROE calculated @16% on equity capital. NESCO, WESCO and SOUTHCO have submitted that due to negative returns (gaps) in the ARR and carry forward of huge regulatory assets in previous years the licensees could not avail the ROE. They have prayed for ROE on the equity and the ROE for the previous years to be allowed in ARR of FY 2010-11. This would increase the availability of additional funds for the consumer services. Therefore, NESCO, WESCO and SOUTHCO have assumed a reasonable return of Rs.12.23 Crore, Rs.9.03 Crore and Rs.8.11 Crore respectively including accrued RoE.


Summary of ARR and Revenue Gap
54. 
The proposed revenue requirement for four DISCOMs have been put in tabular form 
below:
Table – 17
Proposed Revenue Requirement of DISCOMs for 2010-11
(Rs. Crore)
	 
	NESCO
	WESCO
	SOUTHCO
	CESU

	Expenditure
	Proposed
	Proposed
	Proposed
	Proposed

	Cost of Power Purchase 
	841.57 
	1137.50 
	213.85 
	906.39

	Employee costs 
	232.53 
	250.00 
	172.28 
	433.62 

	Repair & Maintenance 
	126.97 
	109.44 
	 106.22 
	133.85 

	Administrative and General Expenses 
	42.20 
	36.55 
	33.74 
	99.22 

	Provision for Bad & Doubtful Debts 
	        41.21 
	         47.63 
	        18.20 
	59.13

	Depreciation 
	38.47 
	31.92 
	24.45 
	82.34 

	Interest Chargeable to Revenue including INT on SD 
	61.72 
	56.00 
	 46.41 
	

	Financing Cost
	
	
	
	80.99

	Contingency Reserve
	4.01
	3.35
	
	

	Sub-Total 
	1388.67 
	1672.41 
	644.62 
	1795.53

	Amortization of Regulatory Asset 
	      172.95 
	218.26 
	      371.44 
	 

	Past Losses(TRUING UP) 
	117.21 
	89.89 
	68.52 
	 

	(C) Return on equity 
	 12.23 
	 9.03 
	8.11 
	11.64 

	TOTAL DISTRIBUTION COST 
	1691.06 
	1989.59 
	1092.68 
	1807.17

	Sale of Power 
	 1081.17 
	1345.00 
	386.59 
	1182.60 

	Other Revenue
	17.30
	19.75
	9.76
	20.27

	Total
	1098.47
	1364.75
	396.35
	1202.87

	GAP(+/-) 
	 (592.59)
	(624.84)
	 (696.33)
	 (604.30)



Tariff Proposal 
55. CESU, NESCO, WESCO and SOUTHCO have proposed to reduce the revenue gap with increase of Retail Tariff to the extent as given below. 
Table – 18
	
	CESU
	NESCO
	WESCO
	SOUTHCO

	Revenue Gap with existing Tariff
	604.30
	592.59
	624.84
	696.33

	Excess Revenue with Proposed Tariff
	Not Submitted
	292.48
	330.00
	113.12

	Proposed Revenue Gap
	-
	300.11
	294.84
	583.21


The tariff rationalization measures as proposed by the licensees are as follows:
Proposal of CESU
(a) Most of the industries having contact demand of >70 KVA and < 110 KVA availing power supply at HT are using energy as process industry with load factor higher than 50%. These industries with higher connected load deliberately keep maximum demand within the range of 90 KW to 100 KW, continuous power spanning in shift and thereby avail of the benefit of lower demand charges. CESU proposes to enhance the demand charge of those industries at par with their counterparts with contract demand >110 KVA.
(b) Many industries are overdrawing during peak hours putting strain on the system load, so there is no justification of providing benefit of 120% of CD during off peak hours without paying penalty since the philosophy of migration of load from peak hour to off peak hour is defeated in this situation.
(c) 50% to 60% slab in graded slab tariff should be abolished as many industries are overdrawing in off peak hours, which is included in the total consumption making them eligible to avail concessional tariff.

(d) Penalty @ Rs.20 per month should be introduced for non-payment of bills in due date.
(e) All the small and medium LT industries with a contact demand of 10 KW and above should pay demand charges like medium industries under HT category instead of monthly minimum fixed charges.
(f) The private educational institutes should be separated from the specified public purpose category due to their commercial nature of operation.

(g) The benefit relating to 120% overdrawal benefit during off-peak hours should be withdrawn from the consumers who overdraw during peak hours

(h) In view of the increasing number of CGPs by the industrial houses and since the petitioner is providing 24/7 support to the CGPs, they should not be excluded from paying demand charges.
(i) Collection charges @ Rs.30/- per consumer for collection and serving energy bills at the doorstep of the consumers by engaging collection agents.

(j) In view of rapid urbanization and up coming malls and commercial complexes, it is very difficult to provide individual meters and collecting energy charges. Therefore, separate category for bulk supply non-domestic consumers may be created for single point billing and collection.

(k) Big industrial houses with cold storage have applied for allied Agro-Industrial Activities category. In view of this CESU proposes to put a cap on connected load say of 20 KW for LT and 30 KW for HT to retain the merit of benefiting agro-industries.
(l) Since existing substations under CESU are hardly capable of catering to the industrial demand of 5 MVA and above, the licensee proposes that any demand above 5 MVA and above in HT may be brought under remunerative scheme.
56. NESCO, WESCO and SOUTHCO have proposed to bridge the revenue gap through combination of increase in Retail Supply Tariff, reduction in Bulk Supply Tariff and grant/subsidy from State Government in an appropriate manner. 
Tariff Rationalisation Measures and proposals of NESCO, WESCO and SOUTHCO
Recovery from Fixed/Demand Charges 
57. NESCO, WESCO and SOUTHCO have proposed similar demand charges for consumers having contract demand of 70 KVA and above and below 110 KVA availing power supply in HT with that of consumers having contract demand of more than 110 KVA at HT. They have also asked for fixation of monthly minimum fixed charges/demand charges for LT industrial (S), LT industrial (M) and public water works in terms of KVA instead of KW for arresting the low power factor as well as for compensating for higher drawl in KVA demand.
58. At present the monthly minimum fixed charge is approximately Rs.490.60 crore while fixed distribution cost is around Rs.1267.30 crore for Reliance managed DISCOMs. To equalize them the licensees propose to modify the fixed or demand charges suitably. 

Payment of Demand Charges by Captive Power Plants 
59. In view of the rapid industrialisation in the state and all industries are going for their own CGPs the three licensees have proposed for two part tariff with introduction of fixed charge of Rs 100/ KVA in addition to the energy charges for start up power. Similarly, licensees have submitted that if essential or survival load requirement exceeds 10% load factor then CGPs should pay similar to the prevailing industrial tariff. 

Change in Tariff Structure

60. In view of the advent of low consumption electric equipments and rise of income level of medium income group people, the three Reliance Managed DISCOMs propose to reduce the range of 1st domestic slab from 0-100 units to 0-50 units
61. In view of the double benefit of off peak hour incentive and over drawal limit, the time zone between 10 AM to 6 PM and computation to be made there in, need to be clarified further. Moreover, in view of acute power shortage scenario of the State, both the benefits should be withdrawn. 

62. The Reliance managed licensees submitted that since DPS was payable to GRIDCO for all the unpaid amount so all categories of consumers should be liable for DPS penalty.

63. The three licensees propose to introduce KVAh billing to all three phase consumers to avoid higher KVA loading of the system and high line losses. The differential of units between KWH and KVAH in MU with respect to WESCO & SOUTHCO are as follows for 1st six months of current year.
WESCO (MU)
SOUTHCO (MU)

EHT
-
30.47


-

HT
-
29.47


-

LT
-
2.67


-
Total
-
62.61


3.8 (MU)
64. Till introduction of KVAh billing the licensees propose for application of the power factor penalty and incentive to the following categories of consumers.

Table - 19
	 
	LT Category

	1
	L.T. Industrial (M) Supply

	2
	Public Water Works and Sewerage Pumping >22 KVA

	
	HT Category

	3
	Specified Public Purpose 

	4
	General Purpose < 110 KVA

	5
	H.T. Industrial (M) Supply


65. The three licensees have proposed that the tariff for medium industries should be considered at par with general purpose so that it will indirectly incentivise them to take connection in HT to avail benefit of HT tariff, there by reducing the LT technical loss.

Discontinuance of Load Factor Incentive and 120% overdrawal benefit

66. All the Reliance managed DISCOMs have strongly pleaded for discontinuance of Load Factor incentive as the state is facing acute power shortage. They argue that Load factor incentive and 120% overdrawal benefit during off peak hour were allowed in a power surplus scenario and in present scenario it has lost its relevance and hence be discontinued.
Monthly Minimum Fixed Charge for consumers with contract demand <110 KVA 
67. WESCO, SOUTHCO and NESCO propose that the Monthly Minimum Fixed Charges for consumers with contract demand less than 110KVA should be levied at Contract Demand or Maximum Demand whichever is higher instead of recorded demand rounded to nearest 0.5KW, requiring no verification irrespective of agreement. 
Service Connection Charges

68. Since the cost of service connection materials and labour component for providing a new connection is very high compared to the amount realised from the prospective consumers, the three licensees have proposed to increase the service connection charges from Rs.500 to Rs 1000.

Security Deposit for meters

69. The licensees have requested the Commission to abolish meter rent and request consumer to pay full cost of the meter provided by the licensee. The present security deposit as fixed by the Commission is kept with the licensee for adjustment against unpaid bill. In view of the above, the licensees submit before the Commission to approve the security deposit amount equivalent to the price of procurement of meter.

Inspection fees
70. The three licensees have submitted that the annual inspection fees of service connections may be imposed separately on the consumers which shall be collected from the consumers and deposited on collection basis with the Government. The licensee further submits that the annual inspection fees for lines and sub-stations may be passed on through the ARR of FY 2010-11.They have requested the Commission to recommend State Govt for waiver of past inspection dues as it has not been collected from  the consumers
Billing of Lift Irrigation Points

71. Since the lift irrigation points are placed at remote arrears. During off seasons the meters normally remain idle and before the beginning of the season meters are tampered. This is the reason for which the off season readings become basis of calculation during on season consumption, thereby putting licencees to heavy loss. In view of the above the licensees request that LI points consumers should undertake to safeguard the meters from damage and in case of defective meter they should be levied a tariff at a flat rate of Rs.400 per month per HP(Considering 50%LF) for on season starting from October to April next year.

Rebate

72. All the consumers are allowed to avail rebate except domestic, general purpose, irrigation and small industry category if payment is made within three days of presentation of bill and fifteen days for others. Similarly the licensees have prayed before the Commission to approve the rebate of 2% to the licensees for prompt payment of BST bills including part payment within three working days and in case the BST bill is paid after three days the rebate rates should be proportionately allowed so that the payment made on 30th day would have 1 % rebate.  
Overdrawal penalty for drawal over and above OERC approved quantum (MU) and MVA

73. All the Reliance Managed DISCOMs submit that as the total power cost is a pass through item and the additional cost of power because of the DISCOMs over drawal is recoverable from the DISCOMs, the payment of demand charges if the actual demand (MVA) is more by 10% of the allowed demand (MVA) is not necessary.


Conflict of Interest being the same Management in GRIDCO and OPTCL

74. NESCO, WESCO and SOUTHCO have requested the Commission to make a distinct, separate and independent management of GRIDCO and OPTCL. They have further requested the Commission to allow DISCOMs to have choice for making payment either to OPTCL or GRIDCO considering the availability of funds.


Tariff Schedule

75. CESU and the three Reliance managed DISCOMs have proposed separate tariff schedule as given bellow. 
Table - 20
RETAIL SUPPLY TARIFF EFFECTIVE FROM 1st APRIL’ 2010 PROPOSED BY CESU
	Sl. No.
	Category of Consumers
	Voltage of Supply  
	Demand Charge (Rs./KW/ Month)/ (Rs./KVA/ Month)         
	Energy Charge  (P/kWh)
	Customer Service Charge (Rs./Month)
	Monthly Minimum Fixed Charge for first KW or part (Rs.)
	Monthly Fixed Charge for any additional KW or part (Rs.)
	Rebate               (P/kWh)/ DPS                 

	 
	LT Category

	1
	Domestic
	 
	 
	 
	 
	 
	 
	 

	1.a
	Kutir Jyoti  < 30U/month
	LT
	FIXED MONTHLY CHARGE ---->
	60
	
	 

	1.b
	Others
	 
	
	
	
	
	
	10

	 
	 (Consumption <= 100 units/month)
	LT
	
	160
	
	60
	50
	

	 
	 (Consumption >100, <=200 units/month)
	LT
	
	300
	
	60
	50
	

	 
	 (Consumption >200 units/month)
	LT
	
	370
	
	60
	50
	

	2
	General Purpose < 110 KVA
	 
	
	
	
	
	
	10

	 
	 (Consumption <=100 units/month)
	LT
	
	400
	
	80
	80
	

	 
	 (Consumption >100, <=300 units/month)
	LT
	
	460
	
	80
	80
	

	 
	 (Consumption >300 units/month)
	LT
	
	550
	
	80
	80
	

	3
	Irrigation Pumping and Agriculture
	LT
	
	150
	
	60
	50
	10

	4
	Allied Agricultural Activities
	LT
	
	150
	
	60
	50
	10

	5
	Allied Agro-Industrial Activities
	LT
	
	320
	
	100
	100
	10

	6
	Public Lighting 
	LT
	
	400
	
	60
	50
	DPS/Rebate

	7
	L.T. Industrial (S) Supply
	LT
	
	400
	
	80
	80
	10

	8
	L.T. Industrial (M) Supply
	LT
	
	400
	
	100
	100
	DPS/Rebate

	9
	Specified Public Purpose 
	LT
	
	370
	
	100
	100
	DPS/Rebate

	10
	Public Water Works and Swerage Pumping<110 KVA
	LT
	
	370
	
	100
	100
	10

	11
	Public Water Works and Swerage Pumping >=110 KVA
	LT
	250
	370
	200
	
	
	10

	12
	General Purpose >= 110 KVA
	LT
	250
	370
	200
	
	
	DPS/Rebate

	13
	Large Industry
	LT
	250
	370
	200
	
	
	DPS/Rebate

	 
	HT Category 

	14
	Bulk Supply - Domestic
	HT
	60
	350
	500
	
	
	10

	15
	Irrigation Pumping and Agriculture
	HT
	60
	200
	500
	
	
	10

	16
	Allied Agricultural Activities
	HT
	60
	200
	500
	
	
	10

	17
	Allied Agro-Industrial Activities
	HT
	100
	350
	500
	
	
	10 / DPS

	18
	Specified Public Purpose 
	HT
	100
	375
	500
	
	
	DPS/Rebate

	19
	General Purpose < 110 KVA
	HT
	200
	400
	500
	
	
	10

	20
	H.T .Industrial (M) Supply
	HT
	100
	375
	500
	
	
	DPS/Rebate

	21
	General Purpose >= 110 KVA
	HT
	250
	As indicated in the notes below.
	500
	
	
	DPS/Rebate

	22
	Public Water Works & Swerage Pumping
	HT
	250
	
	500
	
	
	10

	23
	Large Industry
	HT
	250
	
	500
	
	
	DPS/Rebate

	24
	Power Intensive Industry
	HT
	250
	
	500
	
	
	DPS/Rebate

	25
	Ministeel Plant
	HT
	250
	
	500
	
	
	DPS/Rebate

	26
	Railway Traction
	HT
	250
	
	500
	
	
	DPS/Rebate

	27
	Emergency  Supply to CPP
	HT
	
	550
	500
	
	
	DPS/Rebate

	28
	Colony Consumption 
	HT
	
	350
	
	
	
	DPS/Rebate

	 
	EHT Category 

	29
	General Purpose
	EHT
	250
	As indicated in the notes below
	1000
	
	
	DPS/Rebate

	30
	Large Industry
	EHT
	250
	
	1000
	
	
	DPS/Rebate

	31
	Railway Traction
	EHT
	250
	
	1000
	
	
	DPS/Rebate

	32
	Heavy Industry
	EHT
	250
	
	1000
	
	
	DPS/Rebate

	33
	Power Intensive Industry
	EHT
	250
	
	1000
	
	
	DPS/Rebate

	34
	Ministeel Plant
	EHT
	250
	
	1000
	
	
	DPS/Rebate

	35
	Emergency  Supply to CPP
	EHT
	
	500
	1000
	
	
	DPS/Rebate

	36
	Colony Consumption
	EHT
	
	300
	
	
	
	DPS/Rebate

	 
	D.C. Services
	 
	
	

	37
	Domestic
	LT
	
	

	38
	General Purpose < 110 KVA
	LT
	
	

	39
	L.T. Industrial (S) Supply
	LT
	
	

	Load Factor (%)
	HT
	EHT

	Upto 60%
	375 p/u
	360 p/u

	>60%
	300 p/u
	310 p/u


Note:Energy Charges for HT & EHT Consumers          

Table - 21
RETAIL SUPPLY TARIFF EFFECTIVE FROM 1st APRIL,2010 PROPOSED BY REL MANAGED DISCOMS

	Sl. No.
	Category of Consumers
	Voltage of Supply  
	Demand Charge (Rs./KW/ Month)/ (Rs./KVA/ Month)         
	Energy Charge  (P/kWh)
	Customer Service Charge (Rs./Month)
	Monthly Minimum Fixed Charge for first KW or part (Rs.)
	Monthly Fixed Charge for any additional KW or part (Rs.)
	Rebate               (P/kWh)/ DPS                 

	 
	LT Category

	1
	Domestic
	 
	 
	 
	 
	 
	 
	 

	1.a
	Kutir Jyoti  < 30U/month
	LT
	FIXED MONTHLY CHARGE--->
	50
	 
	 

	1.b
	Others
	 
	 
	 
	 
	50
	 
	10

	 
	(Consumption <= 100 units/month)
	LT
	 
	180
	 
	50
	50
	 

	 
	(Consumption >100, <=200 units/month)
	LT
	 
	250
	 
	50
	50
	 

	 
	(Consumption >200 units/month)
	LT
	 
	330
	 
	50
	50
	 

	2
	General Purpose < 110 KVA
	 
	 
	 
	 
	 
	 
	10

	 
	(Consumption <=100 units/month)
	LT
	 
	360
	 
	100
	100
	 

	 
	 (Consumption >100, <=300 units/month)
	LT
	 
	430
	 
	100
	100
	 

	 
	 (Consumption >300 units/month)
	LT
	 
	470
	 
	100
	100
	 

	3
	Irrigation Pumping and Agriculture
	LT
	 
	150
	 
	25
	25
	10

	4
	Allied Agricultural Consumers
	LT
	 
	170
	 
	50
	50
	10 

	5
	Allied Agro Industrial Consumers
	LT
	 
	250
	 
	100
	100
	DPS/Rebate

	6
	Public Lighting 
	LT
	 
	370
	 
	100
	100
	DPS/Rebate

	7
	L.T. Industrial (S) Supply
	LT
	 
	370
	 
	100
	100
	10

	8
	L.T. Industrial (M) Supply
	LT
	 
	370
	 
	120
	120
	DPS/Rebate

	9
	Specified Public Purpose 
	LT
	 
	370
	 
	100
	100
	DPS/Rebate

	10
	Public Water Works and Swerage Pumping<110 KVA
	LT
	 
	370
	 
	100
	100
	10

	11
	Public Water Works and Swerage Pumping >=110 KVA
	LT
	250
	370
	100
	 
	 
	10

	12
	General Purpose >= 110 KVA
	LT
	250
	370
	100
	 
	 
	DPS/Rebate

	13
	Large Industry
	LT
	250
	370
	100
	 
	 
	DPS/Rebate

	 
	HT Category 
	 

	14
	Bulk Supply – Domestic
	HT
	50
	250
	500
	 
	 
	10

	15
	Irrigation
	HT
	50
	140
	500
	 
	 
	10

	16
	Allied Agricultural Consumers
	HT
	50
	160
	500
	 
	 
	10

	17
	Allied Agro Industrial Consumers
	HT
	100
	240
	500
	 
	 
	DPS/Rebate

	18
	Specified Public Purpose 
	HT
	100
	As indicated in the notes below.
	500
	 
	 
	DPS/Rebate

	19
	General Purpose < 110 KVA
	HT
	100
	
	500
	 
	 
	10

	20
	H.T .Industrial (M) Supply
	HT
	120
	
	500
	 
	 
	DPS/Rebate

	21
	General Purpose >= 110 KVA
	HT
	250
	
	500
	 
	 
	DPS/Rebate

	22
	Public Water Works & Swerage Pumping
	HT
	250
	
	500
	 
	 
	10

	23
	Large Industry
	HT
	250
	
	500
	 
	 
	DPS/Rebate

	24
	Power Intensive Industry
	HT
	250
	
	500
	 
	 
	DPS/Rebate

	25
	Ministeel Plant
	HT
	250
	
	500
	 
	 
	DPS/Rebate

	26
	Railway Traction
	HT
	250
	
	500
	 
	 
	DPS/Rebate

	27
	Emergency  Supply to CPP
	HT
	100
	420
	500
	 
	 
	DPS/Rebate

	28
	Colony Consumption 
	HT
	0
	250
	0
	 
	 
	DPS/Rebate

	 
	EHT Category 
	 

	29
	General Purpose
	EHT
	250
	As indicated in the notes below.
	1000
	 
	 
	DPS/Rebate

	30
	Large Industry
	EHT
	250
	
	1000
	 
	 
	DPS/Rebate

	31
	Railway Traction
	EHT
	250
	
	1000
	 
	 
	DPS/Rebate

	32
	Heavy Industry
	EHT
	250
	
	1000
	 
	 
	DPS/Rebate

	33
	Power Intensive Industry
	EHT
	250
	
	1000
	 
	 
	DPS/Rebate

	34
	Ministeel Plant
	EHT
	250
	
	1000
	 
	 
	DPS/Rebate

	35
	Emergency  Supply to CPP
	EHT
	100
	400
	1000
	 
	 
	DPS/Rebate

	36
	Colony Consumption
	EHT
	0
	250
	0
	 
	 
	DPS/Rebate

	 
	D.C. Services
	 
	RATE FOR D.C. SUPPLY
	 

	37
	Domestic
	LT
	SAME AS RATE AT SL. 1
	10

	38
	General Purpose < 110 KVA
	LT
	SAME AS RATE AT SL. 2
	10

	39
	L.T. Industrial (S) Supply
	LT
	SAME AS RATE AT SL. 5
	10

	Note: 
	Energy Charges for HT & EHT Consumers
	
	
	
	
	 

	 
	Load Factor (%)
	HT
	EHT
	
	
	
	 

	 
	up to 50%
	350 p/u
	340 p/u
	
	
	
	 

	 
	>50% = <60%
	350 p/u
	340 p/u
	
	
	
	 

	 
	>60%
	350 p/u
	340 p/u
	
	
	
	 



Prayer: 
76. CESU has prayed the Commission to consider the actual AT&C loss in FY 2008-09 as base level and also Abraham Committee recommendation of percentage reduction for setting of AT&C loss. It has also prayed to approve its ARR and Tariff proposal.
77. NESCO, WESCO and SOUTHCO have the following prayers to the Commission. 

· Take the accompanying ARR and Tariff Petition on record.

· Approve the Annual Revenue Requirement for FY 2010-11 including amortization of regulatory assets and truing up of uncovered gap for FY 2008-09 based on expenses and revenue approved by the Commission. 

· Bridge the Revenue Gap through combination of reduction in BSP, grant/ subsidy from the State Government of Orissa and/or increase in Retail Supply Tariff. 

· Direct GRIDCO to relax Escrow in this priority keeping in view the interest and better services to the consumers of Orissa

· Payment of current Bulk Supply Tariff bills

· Employee Expense

· R&M Expense

· A&G Expense

· Remaining 50% to be utilised for past dues of GRIDCO and rest 50% for system improvement

· Any other relief, order or direction which the Commission deems fit be also issued.
OBJECTIONS & QUERIES RAISED DURING THE HEARING (Para 78 to 172)
78. Hearing of ARR and Tariff application of all the DISCOMs for the FY 2010-11 started with a Power Point Presentation by them to the Commission and the objectors. This was followed by a Presentation by representative of Nabakrushna Choudhury Centre for Development Studies, Bhubaneswar who had been appointed as consumer counsel. He presented the gist of the submission by the licensee and made certain observations on the tariff filing. Then the objectors who were present during the hearing made their observations regarding the submission of the licensees. Subsequently, Director (Tariff) raised certain queries and observations regarding the same application.

Comments of Consumer Counsel Dr S Meher of NCCDS on Tariff application

79. Dr. Sibalal Meher of the Nabakrushna Choudhury Centre for Development Studies presented an analysis of the applications and some of the important observations are as follows:

(i) The projection of sale should be based on proper scientific method of demand forecasting, which the utility has not done. 
(ii) The Utility has not taken any step to reduce distribution loss in the line of recommendations of the Kanungo Committee and OERC. By reducing distribution loss, revenue from tariff can be increased substantially making DISCOMs revenue surplus.
(iii) There is a need to make effort to collect arrears in order to reduce deficit. 
(iv) ARR can be reduced by reducing O&M expenses and disapproving reasonable return and bad and doubtful debt. 
(v) Following the above suggestions, tariff would be reduced substantially.
(vi) Therefore, the Commission should reduce tariff instead of revising it upward. 

Comments of other Consumer Counsels

80. The Commission had also appointed different consumer organizations as Consumer Counsels for different distribution licensee’s area. They are as follows:
CESU:- (i) Federation of Consumer Organisation, (FOCO), Biswanath Lane, Cuttack  (ii) Shri A.B. Routray, Orissa Electrical Consumer Association, Siva Sakti Medicine Complex, Cuttack – 753001 & (iii) Secretary, Confederation of Citizen Association, 12/A, Forest Park, Bhubaneswar – 751009.
NESCO:- (i) Orissa Consumers Association, Balasore Chapter, Balasore

WESCO:- (i)  Sambalpur District Consumers Federation, Balaji Mandir Bhavan, Kheterajpur, Sambalpur (ii) Sundargarh District Employee Association, AL-1, Basanti Nagar, Rourkela

SOUTHCO:- (i) Grahak Panchayat, Friends Colony, Paralakhemundi, Dist-Gajapati.(ii) Mr. Prabhakar Dora, 3rd line, Cooperative Colony, Vidyanagar, Rayagada.

For all distribution licensee’s area: - (i) PRAYAS, Energy Group, Amrita Clinic, Athawale Corner, Carve Road, Pune-411004.

All the above Consumer Counsels except Secretary, PRAYAS Energy Group and Secretary, Confderation of Citizen Association, Bhubaneswar were present during hearing.
The observations of the Consumer Counsels, who were present during the hearing, can be summarized as follows:
81. Quality of Supply
· In rural pockets, restoration of power supply is usually uncertain after blowing of fuse.
· The power cut in rural areas is indiscriminate and prolonged for several hours.

· The licensees have not enumerated short-term and long-term measures for system improvement work.

· The licensee has failed in all spheres to provide quality supply to the consumers. The employee strength has reduced.
82. Quality of Service

· The energy police stations are of no use to reduce theft of electricity.

· Govt. should delegate some power to the executives of the licensee as in case of Forest and Excise Department to deal with theft.
· The officials of the licensee are very indifferent in attending billing related problems.
· Many poles/transformers/cables are in hazardous condition in rural areas causing threat to human and animals. 
· There is late delivery of bills and erroneous bills are served. 
· Bill related complaints are rarely registered. Correction of bills is impossible without recourse to illegal practice.
· Almost all the bills are being served just before the scheduled date of payment as a result rebates cannot be availed by the consumers.
83. Tariff Issues

· The interest on security deposit should be increased.

· DPS should not be applied for all categories of consumers.

· In many three-phase consumers static meters are not installed to prevent the customers from availing benefit.
· Open Access and wheeling charges may be fixed in such a manner that it should increase competition.
· Calculation of demand charge and load factor may be done on the basis of no. of hours for which supply is available in a day.
· The loss mentioned in the Tariff application by the licensee is false and fabricated because information is not being supplied to the consumers as and when requested.
Financial Issues
· The revenue gap should be managed from other sources other than Debt to minimize interest cost.

· DISCOMs should make effort to bring working capital in terms of share holder agreement.

· The capital infusion to WESCO was only Rs.48.65 crore at the time of taking over of the system which is just 10% of the total assets of the company. Even consumers have infused Rs.784.76 crore in shape of security deposit to WESCO.
84. Working of the Licensees

· The metering data as provided by the licensee seems to be fabricated.
· Due to ignorance of both urban and rural communities, they are unable to demand compensation. The compensation amount prescribed by the Commission is very negligible. The instance of compensation claimed by the consumers is also few and far between.

· The facts and figures prescribed by the DISCOMs should be audited.

· There are large number of complaints on hooking and power theft both in urban and rural areas which needs to be arrested.
· The licensee’s employee should have uniforms and I-card with blood group printed, so that they can be easily identified. This is necessary to prevent impersonation and trespassing by the miscreants.
· Meter test report is not being provided to the single phase consumers. 

· Licensee is not transparent in disclosing the disconnection date, time and reason of disconnection.
· Licensee is not providing information under RTI Act to the public on the plea that the matter is subjudice before the High Court of Orissa.



Consumer satisfaction survey by the consumer counsel
85. A consumer survey was conducted by Orissa Electrical Consumer’s Association for assessment of electrical consumer’s satisfaction relating to standard of performance of licensee in CESU area. The survey covered 8 revenue districts under CESU area comprising a random sample of 1600 consumers both in rural and urban areas. The followings are major findings for the study.
· In Rural pockets restoration of power supply is usually uncertain after blowing of fuse.

· Sometimes, non-functioning of transformer takes unlimited periods of times for replacement/repair.
· Low voltage in rural areas is rampant especially at evening time. In urban areas voltage fluctuation is sometimes noticed.

· Power interruption is a general phenomenon in rural area. The element of restoration is quite uncertain.

· Due to ignorance both urban and rural communities are unable to demand compensation. The compensation claimed is very very negligible.

· Regarding the rectification of meter, very rare cases are solved by Licensee.

· After disconnection due to non-payment of bill, when paid, reconnection takes 2-3 days time in rural areas and some hours in urban. For reconnection the CESU’s employee often demands extra charges such as transportation of ladder, vehicle charges, etc. beyond the bill amount.

· Bill related complaints are rarely registered. Correction of bill is impossible without bribes, in most cases.

· Complaints on hooking and power theft are usual in both urban/rural. Sometimes grass root employees are found greasing their hand providing illegal services. No precautionary measures have been taken; rather the illegal and unfair practices are encouraged.

· Sometimes poles/transformers/cables are in hazardous condition in rural areas as there are no fencing around the transformers. Hence there is threat to human and animal lives.

· Prevalence of wide gap between knowledge and practices regarding power utility among consumers is widely noticeable.

· Poor accessibility to electrical services in remote area. Weaker section of society not able to enlighten with power.
· 45% of domestic consumers in urban areas are satisfied whereas in rural areas 83% of consumers are dissatisfied.

· No awareness campaign about consumer rights is being held. No IEC materials are provided to consumers either by print media or by Audio-visual media by the licensee.

· New electricity connections are not available in time.
· Service line is not maintained, frequent power interruptions take place in rural area as un-notified.

· Late delivery of bills, erroneous bills are served. Some cases of arrears reappear after payment of bills. Bills printed in English are usually not understood by lay consumer.

· No consumer interface and networking with consumer rights groups.

· There is lack of interface between consumers and licensee.

· Consumers don’t know GRF and Ombudsman as institution to address their grievances. There is no information accessible to consumers as well as there is no display at different office/sections of CESU.


Issues raised by objectors during hearing and through written submission

86. The Commission has considered all the issues raised by the participants in their written as well as oral submissions during the public hearing. Some of the objections were found to be of general nature whereas others were specific to the proposed Revenue Requirement and Tariff filing for the financial year 2010-11. Based on their nature and type, these objections have been categorised broadly as indicated below:

Legal issues
87. One objector stated that the applications for determination of ARR as well as fixation of tariff as filed by the DISCOMs were illegal. The law contemplates that the Commission has to determine licensee’s revenue for the purpose of fixing the tariff first, but not on composite application which is confusing and would be in contravention of law. The application may be rejected which is based on incorrect and manipulated statement of facts/materials/accounts. Moreover the licensees have not produced the audited accounts for last three years, hence their application for ARR may not be allowed.
88. One objector pointed out that the DISCOMs were indulging in continuous litigations by way of Review Petition/Appeal before the ATE on almost every RST order of the Commission instead of improving its performance.
Review of past operations in general 
89. The objectors in general stated that the distribution licensees had not improved their efficiency and standard of service, performance and had not reduced T&D losses etc. as directed from time to time for which the Commission should not penalise consumers to make good of losses of licensees for their maladministration, inefficiency, corruption, mismanagement, unnecessary expenses, etc. The licensees taking full advantage of the cost plus tariff determination are projecting ever increasing cost without any improvement, rather deteriorating in their performance. They highlighted that constant low voltage supplies, power cuts in the disguise of disruption continues months together due to burning of transformer and removal/theft of conductors, etc.
Audited Result
90. Many objectors alleged that the accounts of the DISCOMs had not been audited for the period from FY 2008-09 onwards. The revenue shortfall should be bridged by improving the performance of licensees and not by way of enhancement in tariff. More over the filing is based on imaginary and manipulated statements.

91. One objector pointed out that the Commission should scrutinize their audited data and find out the nexus between power purchase and power sold and margin of earning derived there in.
92. The provision of bad and doubtful debts needs to be further subdivided into fake debts which are raised on consumers having no existence in person or the premises.
93. The objectors requested the Commission to examine/scrutinize: 

i) Whether the DISCOMs have complied with the direction of the Commission issued in the earlier orders and regulations?
ii) Whether licensee has followed its power purchase agreement faithfully?

iii) Whether T&D loss has been arrested or brought down as directed by the Commission in its earlier order?
iv) Whether preparation of bill and collection thereof is prompt and accurate and efficient? 
v) What is the accountability of the employees of the licensees who are not attending to the complaints of the consumers? 

vi) What is the reason of mismatch between performance review figures and that now submitted by the licensee?

vii) Whether remunerative calculation is being attached to the estimate?


Quality of Supply
94. Some objectors stated that the quality of supply provided by the licensee was very poor. Many objectors stated that low voltage, power cuts in the disguise of disruption and continued disruption owing to burnt transformer are order of the day. One objector stated that there have been formal power cuts in Bhadrak area on each Wednesday on the plea of maintenance. There exists absolutely no justification in enhancing the tariff rates so long as such unscrupulous acts are not redressed properly.

95. Some objectors stated that there was frequent power interruption in WESCO’s area, as a result, the industries are adversely affected.

96. The consumers have the right to be provided with 230 v (for domestic) and 400 v (for two or three phase) supply with margin of ± 6% but on contrary during peak hours, people are getting supply at such a voltage that a 200 watt lamp seems to be less brighter than a candle.
97. One objector stated that the DISCOMs were silent about implementation of recommendation of inquiry Commission engaged by the Commission to improve supply of power.
98. A momentary interruption for few minutes causes loss of production for longer duration as it takes 30 to 45 minutes to restart the plant and reach the level of load prior to the interruption. To an industry every interruption may be considered an interruption even for 30 minutes.
99. Demand charges may be calculated pro rata basis if the total such period and prearranged shutdowns exceeds 60 hours in a month.
100. The licensees should follow the guaranteed standard of performance as per the reliability indices prescribed by the Commission.
101. The voltage supplied by the licensee is very poor due to overloading of transformer. The licensees are collecting minimum charges to maintain the distribution transformers. This cost collected is not utilized towards upgradation of substations and transformers.

102. Since the licensee is not able to maintain steady voltage and supply so the consumers will not be legally liable to pay bills to the supplier.

103. The fluctuation of voltage has led to damage of industrial equipments for which compensation must be paid.
Quality of Service
104. There is no competition among distribution companies, which is one of the important aspects of electricity reform. The monopoly of CESU is leading to complacency as a result of which the desired outcome is not achieved.
105. Though there is a provision as well as direction by OERC to provide information under the RTI Act, 2005 regarding various issues, the licensees are avoiding to provide information under the pretext that the matter is subjudice before the High Court which has granted stay.

106. One objector stated that no remuneration calculation is being attached to the estimate. The consumers are being threatened for disconnection of supply if somebody moves the GRF or Ombudsman.

107. Final bills on deposit work are not being served within 30 days indicating expenditure incurred together with a demand or refund notice through mandated under Regulation 12(d) of Conditions of Supply Code, 2004.

108. Many objectors complained that the quality of service provided by the licensees was very poor. There are ever growing numbers of consumer disputes. The fuse call centres are not functioning properly. In case of faults during night, the same is unattended till the morning.
Distribution Loss
109. Many objectors stated that there was no progress to check power theft in both rural and urban sectors. These practices have been continuing with the knowledge of the department, rather it seems to be alliance between culprits and departmental staffs which costs around crores of rupees. The declared loss by the licensee is unrealistic as large number of consumers are still unmetered or having defective meters.

110. The objectors stated that the non-performance of the licensees is more disturbing because the level of distribution loss for the year 2001-02 was increased by 11% based on Kanungo Committee from 34% to 46.91%. Further the the Commission increased the bench mark for distribution loss for 2004-05 and reduced the rate of reduction of distribution losses per year to 3% from 5% stipulated in earlier order. It is regrettable that SOUTHCO has estimated a loss level of 46.77% in the year 2009-10 near double to the target set by OERC that is 27.92%. Distribution loss should be calculated by excluding EHT sales to the consumers.

111. One objector pointed out that different divisions of licensees and so also Electrical Inspectors have been assessing the theft and unauthorized loss in different manner for the same offence committed by a consumer. So a uniform procedure may be proposed for all DISCOMs. The inspection of installation/accounts conducted under Section 132 (2) of the Act should be carried out in the presence of at least one respectable and independent witness of the locality. More over the licensee should not move the special court when a consumer voluntarily declares the tampered meter and pay the requisite charges in time.
Billing and Collection
112. Many objectors stated that in the present scenario the performance of the DISCOMs in terms of billing and collection is disappointing. The licensee should exhibit the collection separately for current and arrear for previous financial year to asses the collection efficiency of the licensee. The Commission may stipulate the level of collection to be made from current dues as well as from the arrear dues.

Provision for Bad & Doubtful Debts
113. One objector stated that the amount not collected can not be treated as bad and doubtful debt. The licensee must disconnect power supply to Govt. installations due to non-payment of bills. The licensees are hiding intentionally the arrear collected. The licensees are raising inflated bills under Section 126 without showing any calculation sheet which in turn converts to bad and doubtful debts.

114. One objector submits that the provision of 2.0% of the accrued revenue as bad debt in the RST Order for 2009-10 is unusually high. The dues which are not collectible and have been written off from the books of the licensee based on audited result only may be allowed within limit of 1.5%.

115. Some objector stated that bad and doubtful debts should be accounted in details and they should be waived out on case to case basis.
Security Deposit
116. North Orissa Chamber of Commerce & Industry stated that NESCO was calculating the revised security deposit taking into account the highest of the demand charges during last 12 months when as per OERC regulation it was to be based on average consumption for the period representing 12 months.

117. Many objectors stated that the interest paid by a licensee on security deposit was only 6% which should be enhanced to the level of 15% as a consumer has to pay delayed payment surcharge for not paying security deposit against enhanced demand beyond the schedule time.
Metering
118. Orissa Electrical Consumer’s Association stated that it was not satisfied with the metering condition as declared by the DISCOMs. Either those were defective /non-functional creeping or struck up. One objector stated that even after recovery of meter cost, the licensee continued with meter rent.

119. One objector stated that the licensee was compelling consumers to go for a meter particular brand and particular capacity irrespective of load. A defective meter should be replaced within 30 days which no licensee generally do. Every meter should be tested by a third party once in every five year as per Regulation 62 of Supply Code which is not at all carried out by any licensee.

120. One consumer wanted information on transaction of meters during last ten years of operations of the licensee along with the increase in number of single phase and three phase consumers during this period to asses the level of malpractices in declaration of meters by the licensees.

121. The printouts in the records in the static meters related to MD, PF, numbers and periods of interruptions etc should be attached with the bill.
Energy Audit & Consumer indexing
122. One objector stated that at para 5.5.3 of LTTS Order, the Commission had categorically fixed the dead line for metering of all 33/11 KV feeder along with LT side distribution transformers which the licensee claims to have substantially implemented. But the energy audit data is not being submitted for last five years. Hence the loss proposed by the licensee may be fictitious and should not be accepted by the Commission.

123. One objector pointed out that the licensees must submit authenticated data based on energy audit and with supporting print outs. Another objector pointed out that the licensees had failed to utilize the feeder meters already installed. After a lapse of 5 years licensees now want additional expenditure of Rs.3.4 cr for installation of 2000 DTR metering system and Rs.6 lakh for energy audit which should not be accepted. The provision of AMR is a part of the metering activity and it is not going to help in energy audit.
Administrative & General and Other Expenses
124. Some objectors alleged that DISCOMs are incurring huge expenditure on A&G costs such as rents, legal expenses and auditor fees etc.

125. One objector stated that the contention of the licensee for expenditure for energy audit and spot billing of consumers might not be allowed. The licensee is allowed to charge MMFC and Demand charges as applicable to meet the expenditure for meter reading, bill distribution, spot billing and energy audit every month.

126. Some objectors stated that the licensees should submit the details regarding benefits derived from present operation of customer care centres, special police stations, franchisee operations and other related issues which have been implemented partly by the licensees. Those objectors have also proposed that licensees should follow need-based approach in order to curtail wasteful expenditure.
Pass through of Past Losses and True Up
127. One objector stated that the claim of the distribution licensee for treating the past losses computed on the basis of audited figures was regulatory asset was not acceptable. True up should not be allowed for any deficiency of the licensee like inability to meet distribution loss and collection efficiency target.
Agro-Industries

128. Many objectors pointed out that agriculture was the backbone of economy of the State. Poultry, animal husbandry, pisiculture, cattle feed etc., therefore, must be treated at par with irrigation.
129. Some said that the irrigation feeders should be separated. Supply to those feeders should be disconnected during off-seasons.
Functioning of GRF
130. Many objectors stated that the common consumers were un-aware of GRF. They further stated that the GRF members were acting on behalf of the licensee. Some objectors stated that so far no licensee has paid any compensation to a consumer in adherence to the order of GRF. One objector stated that for non-compliance to the order of GRF either rupees 5000 or 50 times the compensation payable by the licensee should be awarded to the petitioner.
Energy Police Station
131. Some objectors stated that by establishment of energy police stations, the problem would not be solved since they are taking the plea that they are meant for lodging FIR only and can’t stand evidence in vigilance/enforcement raids.

132. Some objectors stated that existing police stations should be authorized to deal with theft of energy cases. Further, they stated that the officers of the licensee may be given some short of authority to deal with theft cases as Govt. has authorized forest officials to deal with theft.
Sales
133. Some objectors stated that the sales projected by the licensee were not based on the actual growth of consumption over the last year. The LT consumption projected has been abnormally high which should not be beyond 3% over the past years.

134. One objector stated that distribution loss should be segregated into technical and commercial loss and power purchase must be calculated basing on technical loss only.

135. Some objectors stated that the licensee must collect arrear in time. While approving the ARR some target must be set by the Commission with respect to the arrear to be collected by the licensee and that should be accounted for in ARR.
Spot Billing

136. Some objectors pointed out that the low level of billing is due to poor performance of spot billing agents engaged by the licensees. The billing agents are putting readings arbitrarily without visiting the premises of the consumers. Despite the claims of the licensees for 60 to 70% household metering, most of the consumers are billed either on average or load factor basis till today. They expressed concern that when the Licensees were unable to bill, loss minimization was a distant dream. Further, they stated that outside billing agents were given the task of spot billing with higher billing cost and they have no knowledge about the local problems.
Franchisee Operation
137. Some objectors pointed out that the licensees were not showing interest for allowing franchisee operation. Since the performance of the franchisee are good, it is putting pressure on the officers of the licensee to prove them competitive compared to the franchisee. Even where the franchisees are operating they are showing non-cooperation in some way or other to prove them incompetent. They requested the Commission to issue a guideline regarding operation of franchisee in the larger interest of the State.
RGGVY Scheme and Loss 
138. Many objectors pointed out that the claim of the distribution licensees that after implementation of RGGVY or BGJY scheme the loss would increase is not true since the supply under the scheme is in HVDS. The licensees must get ready with franchisee for distribution in RGGVY area before charging of the system which is mandatory under the scheme. Regarding the complaint of the licensee that the quality of the meter and its installations under the scheme is of poor quality, the objectors stated that Govt. of India has made the Executive Engineers of the concerned division  the Electrical Inspector for the RGGVY scheme. Hence, the officers of the licensees should not accept the poor quality work of the contractor. About poor quality of meter as alleged by the licensee the objectors stated that the meters must have been certified as per CEA norms. In case it is not certified under CEA metering norms, the licensees should not energize the system at all.
Demand Side Management
139. Many objectors stated that the licensees were not at all concerned about Demand Side Management of the distribution system. It has been the regular practice of the licensees to overdraw beyond the schedule of SLDC. Further they also stated that the licensees have not shown interest to the Bachat Lamp Yojana initiated by Govt. of India. With the help of the scheme 2082 millions of units would have been saved and consequently loss would have been reduced. They stated that the licensees should take full advantage of the scheme before it comes to a close in the year 2011.
Tariff Rationalisation Measures
140. Some objectors pointed out that for calculation of load factor, Power factor should be taken as 90% irrespective of actual value.

141. 1% rebate may be allowed if payment is made within 15 days of receipt of the bill by an HT consumer.

142. One objector pointed out that the licensee misinterpreted the calculation of MMFC and raised MMFC in the bill as per contract demand/connected load even where the static meter had been provided where as going by order of the Commission the licensee should calculate on the basis of maximum demand recorded in a static meter. This is in clear cut violation of the order of the Commission.

143. Some objectors stated that the proposal by the licensee to abolish load factor in centre and reverse demand charges were not acceptable.

144. One objector stated that the Hon’ble Commission might device a formula for determination of BSP as per Regulation 7 (f) (ii) to guide and fix BSP for different licensees.
145. Even after order of Hon’ble Commission dtd. 1.4.2004 the licensees are continuing with load factor billing, which is also in violation the law which stipulates that no power supply should be extended without a meter.

Surcharge
146. Many objectors pointed out that as per OERC (Terms and Conditions for Determination of Tariff) Regulation 2004, tariff should progressively reflect the cost of supply and cross-subsidy should reduce within a period as stipulated by Hon’ble Commission. This is well within the National Tariff Policy and as per Para 8.3.2 of the said Policy, Hon’ble Commission should notify a road map to achieve the same by the end of 2010-11.
147. For determination of average cost of supply at EHT, the Bulk Supply Price should be considered on the basis of average cost of power procurement from different sources plus a trading margin as determined by CERC.

148. Some objectors pointed out that the cross-subsidy provided by the HT customers were steadily increasing as filed by the licensee in Form F-7, 8, 9 of their ARR filing.

149. Further the licensees are raising profit as submitted in F-13 against losses they incur in LT and HT Sector. They have also stated that the tariff for EHT and HT category has already increased by 20% in between 2007-08 till date and that of LT has lowered by 20% by considering the realization figures as submitted by the licensees.

150. The subsidy is good for a poor economic State but this should not be misutilized to cover up the inefficiency of the licensees.
Large and Heavy industries
151. The frequent power failure is causing heavy damage to the costly machines and equipments of heavy industry.

152. One objector stated that a separate slab for heavy industry consumer might be created to give them benefit in view of the large consumption by foundries since they are 100% export oriented industries and net forex earner for the nation.

153. Maintaining PF above 97% is quite impossible. Industries should be incentivised for maintenance of PF above 90% in the same way they are penalized for going below 90%.

154. Payment bill within 72 hours is causing a lot of financial hardship to a large industry so at least 1% rebate may be allowed for deposit up to 15 days.

155. For large industries it is very difficult to maintain load factor more than 50%. So the load factor incentive should start from 30% onward.

156. The present 20% load factor works out to a shut down period of 6 days in a month for an industry running with 100% load factor. It is practically not possible for annual maintenance of a plant. So annual maintenance may be considered within load factor of 50% which shall be jointly verified by the licensee and the consumer.
Power Intensive Industries
157. In view of the power consumption pattern by these industries a special lower tariff is to be provided in accordance with Section 62(3) of the Act, 2003. On the contrary, Commission has increased the price of power to these industries and also has withdrawn incentives to them vide Tariff order dtd. 22.3.2007 for FY 2007-08. They further stated that the high level of LT loss was due to the inefficiency of the licensee and this in turn was burdening the EHT customers. Thus the power intensive units are paying more contrary to the subsidized tariff as per National Tariff Policy issued by Govt. of India.

158. One objector stated that in accordance to the Section 2(3) of the Act, and classification of HT and EHT consumers under Regulation 80 of OERC Distribution (Conditions of Supply) Code, 2004 Hon’ble Commission should classify the HT and EHT category of consumers under Heavy, Large, Mini-steel plant and power Intensive Industry etc. and fix tariff accordingly. Further they stated that the cross-subsidy paid by EHT and HT industries should be reduced and a road map should be introduced to that effect by Hon’ble Commission.

159. One objector (FACOR) stated that the licensee was continuing billing on contract demand instead of maximum Demand as per the order of Hon’ble Commission’s RST order 2009-10. They have also stated that in view of frequent power restriction prorating of demand charge should be implemented.
Captive Generating Plants
160. On the tariff proposal put up by the licensee, they have proposed for separate Demand Charges and Energy Charges for start up power by CGPs. The CGPs in their objection stated that there was no justification for introducing demand charge particularly when the drawal of power was limited to much less than 60 hours which is the minimum hours drawal for charging full demand charge vide Regulation 85 (3) of Supply Code. Furthermore there is no justification for adoption of ceiling of 10% LF or contract demand of 12% of capacity of largest unit for demand charge fixation. The proposal put up by the licensee is unjust to a sector like CGP which seems to be a disincentive. 
South Eastern Railways
161. The overdrawal penalty put up by the licensee is unjustified for a consumer like Railway. The overdrawal by Railway is due to uncontrollable factors. Therefore, overdrawal penalty may be withdrawn altogether as applicable in neighbouring JSEB.

162. Like in APSEB, MSEB, Railway traction should be provided with single part traction tariff. Further more for calculation of tariff, Simultaneous Maximum Demand at all connecting points of Railways should be considered as has been done by Rajastan Electricity Regulatory Commission vide their tariff order dtd. 24.3.2001.

163. Railway being a Central Govt. Department should be exempted from paying security deposit and the licensees may be directed to refund the security deposit already kept by them.

164. Power factor penalty should be levied if it goes below 0.85 like in neighbouring SEBs such as DVC, WBSEB, JSEB.
GRIDCO

165. The DISCOMs are required to improve their performance and reduce distribution loss to the level approved by OERC failing which it may not be possible by GRIDCO to make available the required energy. GRIDCO further stated that the proposal by DISCOMs to consider SMD and not to impose penalty for drawal beyond the approved level is not acceptable by GRIDCO.
166. The proposal of the licensees to pay the securitized amount based on availability of fund is not acceptable. Rather as in case of REC/PFC loans, the amount of DPS for default should be recovered first and thereafter installment amount. They may be directed to open LC for payment of monthly installment of outstanding dues before drawl of any amount from escrow account.
167. GRIDCO prayed that the Commission may not consider and treat the NTPC bonds as shown redeemed by the DISCOMs. Regarding sector truing up GRIDCO stated that in the present scenario when the estimated revenue gap was about Rs.1650 cr., the sector truing up had got no merit and might not be accepted.
168. The request of the licensees to allow 1st charge on the receivable for repayment of loan to the Bankers which implies escrow account to be treated as security to avail CAPEX loan is not acceptable by GRIDCO. Regarding payment of rebate, incentives GRIDCO proposes to provide rebate of 1% to licensees in case they fail to pay the energy bill within two working days of GRIDCO receiveing payment for full bill value along with monthly installment through LC or up front on any day within a period of 30 days.

169. The adjustment entries of the licensees by opening separate set of accounts making higher provision for bad and doubtful debt, terminal benefits etc which has been adversely commented by C&AG of India should be reversed  and the licensees should be asked to revise Balance Sheet and P&L accounts as well as proforma F-37 and F-38 accordingly.
Determination of BST
170. Many objectors have pointed out that like RST, a two-part BSP should be reintroduced by the Commission. That will compel the licensees to improve their own power factor or else bind them to pay the penalty. This will in turn maintain a healthy supply system. They further stated that it was not understood why a differential BSP is set for different licenses across the state. If separate PPA is introduced for different licensees, then there will be no need for differential BSP to suit different set of load mix of different licensees. Some objectors stated that Hon’ble Commission should set out a formula for determination of BST for different licensees of the state.
Computation of Tariff 
171. Some objectors requested the Commission to modify/add certain stipulations in the tariff order of 2008-09 as below:
i) For the calculation of load factor, power factor should be assumed as 0.9 irrespective of the actual power factor.
ii) The  maximum demand in KVA for computation of load factor shall be equal to the maximum demand as recorded in KVA or 80% of the contract demand whichever is higher during the period ‘other than’ the off peak hours.
iii) Lowering of load factor for plastic industries and similar continuous process industries from 50% to 35% to be eligible for discounted tariff. 
iv) Colony consumption excess of 10% of the total consumption is charged at industrial rate. This provision should be scraped rather colony consumption in full should be charged at domestic rate. Energy consumed in industrial colony limiting to maximum should be included in the first slab of 50% for incentive calculation.
v) TOD rebate should be 50% of the normal rate. One objector demanded to increase TOD discount from 10 paise per unit to 20 paise per unit.

vi) There should not be any penalty upto a limit of 20% of CD for excess drawl during peak hours due to exigency.

vii) It is requested to allow 1% rebate if the bill amount is paid within 15 days of the receipt of the same for HT consumer. 

viii) Every interruption should be considered as an interruption for a period of 30 minutes and all such periods to be deleted from the total hours in a month.
General Issues / Others
172. Some of the general issues raised by the objectors/licensees during hearing are as follows:
· The procedures/ methods adopted by the Commission should be made simple inexpensive for the illiterate and ignorant consumers of the state.
· The licensee is required to notify the consumers 24 hours before the scheduled power cut through print, electronic media and public address system.
· The company is not paying automatic compensation for non-compliance of the guaranteed standard of performance.

· Some objectors stated that like others states Intra-State ABT should also be implemented in our State with letter and spirit. Some objectors raised concern about overdrawal by the DISCOMs and non-adherence to the schedule set by Hon’ble Commission.
· The SC & ST Development Department pleaded before Hon’ble Commission that Schools and Hostels for SC / ST students under administrative control of State Govt should be treated as a special category and they should be provided with a subsidized tariff.
· Special subsidized tariff may be introduced for plastic industry as they come under cottage industry.
· Compensation for poor quality of service and supply should be increased by 10 folds

· The employees of Licensee should be provided with uniform and identity cards.

· The life of a distribution system is maximum 25 years. So the valuation of assets should be carried out accordingly.

· All electrical installation of the licensee should be inspected by Electrical Inspector for safety and security of the people working with the system.

· The tariff should not be allowed to rise to fill up the revenue gap mainly due to amortization of regulatory asset.
· Due to inadequate technically qualified labour force, lines and substations are not being maintained properly.

· The penal provision for deficiency in the services hardly acts as deterrent to licensees. It is suggested that penalty amount be increased to the extent that it may become incentive to the consumer to claim for it.
· A separate EHT distribution licensee should be created for Orissa to compel existing distribution licensee to give more thrust to LT/HT distribution. All the new EHT consumers should be brought under that EHT licensee.
· R&M expenses should be treated as capital expenditure when new assets are added by incurring expenditure under this head. So that only depreciation and interest will be charged to the ARR instead of full costs of the Assets.
· Interest on Security deposit should be at par with commercial interest in place of the existing rate of 6%.
· WESCO is cross-subsidizing the other 3 licensees on the BSP rate of WESCO is higher than that applicable to other DISCOMs.

· TOD meters should have 35 days memory as per CEA Regulation.

· Cost-benefit analysis should be made for franchisee operation. If DTR metering is not complete how franchisee will be responsible / accountable to licensees

· No audit report is available regarding arrear prior to 01.04.1999. 

· Private educational institutions should not be allowed SPP tariff rather they should be covered under GP tariff.

· Agro-industrial consumers like HT agro-industries in CESU area are sea-food processing units. They should not be allowed concessional tariff.

· One objector stated that the OTS scheme propagated by CESU had been found to be of no use since only approximately Rs.44 Cr was collected out of the huge arrear of Rs.1200 cr. 

ISSUES RAISED BY DIRECTOR (TARIFF) DURING HEARING (PARA 173 to 180)
173. During the hearing Director (Tariff) raised certain issues relating to the ARR and Tariff filing for each DISCOMs. Some of the important issues common to the all DISCOMs are as given bellow.

174. The Licensees may submit information whether the following consumers have been provided with static meters to measure power factor directly. 


LT category:

1. LT Industrial (M) Supply 

2. Public Water Works and Sewerage pumping >22KVA 



HT category:

3. Specified Public Purpose 

4. General Purpose <110KVA 

5. HT Industrial (M) Supply 
175. The DISCOMs should submit a plan for further reduction of cross-subsidy payable by the HT and EHT consumers. 

176. It is observed from SLDC online data from 15th January’2010 to 7th February’2010 that the licensees have not adhered to the protocol issued by the Commission on Power Regulation dtd.14.01.2010 and violated the implementable day ahead schedule of SLDC as a result of which the licensee has overdrawn during these days. The licensees may explain reasons of such overdrawal and non-adherence to Commission’s protocol on Power Regulation.
177. As per a tentative estimate, if Bachat Lamp Yojana of BEE is adopted in mission mode throughout the licensees, then annual saving of energy would be about 2162 MU resulting in less drawl of 402 MW in evening peak hours from the State Grid. The licensees may intimate the status of implementation of Bachat Lamp Yojana at this acute shortage of power under which State is passing through. 
178. The DISCOMs are required to submit each individual bill of HT and EHT consumers for FY 2009-10 (i.e. upto December’2009) with necessary computations of average rates thereof to enable the Commission to verify the same with the average rates per unit as approved in the Tariff Order 2009-10.
Apart from the above some specific queries pertaining to individual licensees are as follows.
179. CESU

· CESU has proposed demand charges to be levied on Small and Medium Industries availing power supply at LT with CD> 10KW. In this connection we would like to know whether these consumers are having static meters to record demand in KVA.
· CESU has proposed demand charges for supply of power to CGPs beyond 72 hours of supply. CESU may submit the basis of fixing 72 hours as cut off hour after which demand charge can be imposed.
· The salaries, wages, allowances reflected in Schedule-15 of the audited Accounts for 2007-08 shows a quantum of jump from Rs.99.45 cr. During 2006-07 to Rs.174.24 cr. During 2007-08. CESU is, therefore, required to explain the reasons for such quantum jump by bifurcating the different components attributable to such increase.

· The huge projection in addition of regular employees from 5235 nos. as on 31.03.2010 to 11091 as on 31.03.2011 may be explained.

· The licensee is required to submit interest earning from consumer security deposit for the financial year 2007-08, 2008-09 & 2009-10 by way of investment in various instruments. Further the licensee is required to furnish the income from other sources like supervision charges etc., for the above period. 
180. NESCO, WESCO, SOUTHCO

· NESCO, WESO, SOUTHCO have proposed demand charges to be levied in terms of KVA on the consumers having CD >70KVA <110KVA (both HT and LT). Whether these consumers are having static meters to record demand in KVA.

· NESCO, WESCO, SOUTHCO have suggested that full cost of single phase meter is to be recovered through security deposit.  OERC in its RST order has prescribed cost of meter to be recovered through meter rent. The Licensee may clarify how it shall continue to collect meter rent in cases where it proposes to recover cost of meter through security deposit. Further, because of the fact that certain consumers are not able to pay the full cost of the meter through security deposit, OERC has introduced the concept of meter rent. In such situation how is the licensee proposing to collect the full cost of the meter through security deposit.

· NESCO, WESCO, SOUTHCO have proposed to raise the service connection charges from the existing Rs.500/- per connection to Rs.1000/-. The Licensee may please provide the basis of proposed service connection charges with necessary calculation.

· The Licensees should submit the revenue outgo due to TOD benefit, improvement of power factor, prompt payment rebate for FY 2008-09 and FY 2009-10. WESCO also should submit revenue receipts on account of power factor penalty, over drawl penalty and DPS for the said period.

REJOINDER BY THE LICENSEE TO THE OBJECTIONS RAISED DURING HEARING (PARA 181 to 247)
181. In response to written and oral objections during hearing licensees have submitted their written rejoinders to the objections. Some of the issues raised by the objectors are general in nature whereas certain issues are specific to the licensees. The Commission also solicited certain clarification from the licensees on their tariff application. The rejoinders of the licensees can be better appreciated if it is presented issue-wise in this order. The rejoinders are accordingly summarized issue-wise as follows:-

Legal Issues
182. In its reply the licensees stated that as per the provisions of Regulation 53 of OERC (Conduct of Business) Regulations, 2004 and Regulation 5 of OERC (Terms and Conditions for determination of Tariff) Regulations, 2004 the DISCOMs are required to file the applications for determination of Annual Revenue Requirement (ARR) and revision of Retail Supply Tariff (RST) for the ensuing financial year with the Commission by 30th November of the Current year. Accordingly the DISCOMs have submitted its application for approval of Annual Revenue Requirement and Retail Tariff Application for the FY 2010-11. The petitioner has filed the Annual Revenue Requirement and Retail Tariff Application for the FY 2010-11 under Section 62 and other applicable provisions of 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.

183. The licensee prefers to file review petition against apparent error in RST/BST Orders before OERC and appeal before ATE being aggrieved with the Orders of OERC. Whenever, the DISCOMs are deprived from their prayer before OERC, prefers to appeal before ATE as per Section 111 of the Electricity Act 2003. So the contention of the objector like “indulging in continuous litigation” is against the fundamental rights of a person which is not proper.
Past Operations
184. The T&D loss reduction target is a benchmarking parameter for measuring the performance of the Distribution Utilities and is directly related to the sustainability of business. The Hon’ble Commission while passing the ARR and tariff orders have set ambitious loss reduction trajectory, which viewed in the context of ground realities, to improve operational efficiencies in the sector based on certain assumptions like restructuring of the NTPC bonds, establishment of effective functioning of Energy Police Stations, loan restructuring, escrow relaxation by GRIDCO as per direction of the Hon’ble Commission, etc. which so far have not been materialized. It is further to bring out that Clause 5(3) (b), Chapter 3 of OERC (Terms and Conditions for Determination of Tariff) Regulations 2004 quoted as “The Commission shall approve a realistic and achievable loss target for the year under review based on opening  loss levels, licensees filings, submissions and objections raised by stakeholders. The approved loss target will be used for computing sale of power to consumers for the year”.
185. So far NESCO is concerned the actual T&D loss in 2008-09 was 34.57% against which with the data of the first six months of the current year, the T& D loss has been estimated to be 31.45% and in the ensuing year 2010-11, the licensee proposes to reduce it to 28.30%.
Audited Results
186. The Licensees have prepared the audited accounts for the FY 2008-09 in line with the Accounting Policies circulated vide letter no. 26/98/838(5) dated 05-05-1999. Accordingly the licensees have already submitted the audited accounts pertaining to the FY 2008-09.
187. CESU stated that the audit of accounts of the licensee for the financial year 2007-08 have already been completed. Regarding 2008-09, the audit will be completed by March’2010.
Quality of Supply
188. In its reply NESCO stated that there are some rural pockets and some patches like Keonjhar where they were witnessing low voltage problems. They submit that in the 132/33 EHT sub-stations also they have been getting input voltage as low as 108KV in place of 132KV, which will naturally be reflected downstream. However, NESCO as well as OPTCL are taking adequate steps for improving the system network and provide quality supply to their consumers.
Quality of Service
189. The DISCOMs are committed to provide better service and quality power supply to their consumers. Comparing the load factor of the zones, it can be very well noticed that power availability to the consumers are reasonably higher than that of the earlier time.
190. Furthermore the DISCOMs submit before OERC that improvement in operating efficiency, extending quality power or improving consumer service are reviewed by the Commission through performance review and should not form a part of approval of ARR.
Distribution Loss
191. In their reply the DISCOMs have stated that they are  making all sorts of efforts for reducing the distribution loss and providing quality supply like installing audit meters for industrial consumers, Energy audit, vigilance checking, spot billing, parallel metering, providing HT supply through metering cubicles and XLPE cables for HT consumers etc. Further various system augmentation works are being carried out like feeder augmentation, laying of new /dedicated feeders to offload the age-old conductors, up rating the capacity of power transformers, installation of new substations, installation of breakers. Provision of automatic meter reading facility has also been introduced in some high valued consumers to check the meter status online.  Besides a number of new initiatives has been undertaken for loss reduction viz, Quarterly Review Meetings, Reorganisation of Circles and Divisions into New Circles, Divisions and Sub-Divisions, Capacity building of MRT Department and its activities, Capacity Building of Vigilance Department by induction of Retd. Police Personnel’s etc.
192. The distribution loss as set by Hon’ble OERC in different years has not been achieved due to various reasons beyond the control of the licensee. The adverse geographical scenario, poor socio-economic conditions of the consumers in licensee area, erratic climatic conditions (cyclone and flood prone area), negative mind set of the consumers including inadequate administrative support are the main reasons of not achieving the bench mark of loss level fixed by OERC. The licensees request to consider AT&C Loss proposed for determination of tariff.
Bachat Lamp Yojana

193. The contention made by some objectors are not true. NESCO is going to implement Bachat Lamp Yojana. M/s. Banyan Environmental Solutions Ltd. has been entrusted the task of implementing this Yojana in NESCO area, for which all the formalities are over and the agreement is to be signed very shortly to which ‘Bureau of Energy Efficiency ‘is also a party.
Billing and Collection
194. Regarding improvement of the billing efficiency, DISCOMs submit that all the areas have been covered under Spot Billing and as the agencies are just taking up the task, it is a transit period and hopefully during the first half of the ensuing Financial Year their operation will be streamlined. To improve the collection efficiency, microlevel franchisees are being engaged. They have introduced new incentive schemes to improve collection efficiency.
Bad and Doubtful Debts
195. DISCOMs submit that the Commission vide clause 5.4.8 of the RST Order for FY2004-05 has specified that the difference between the 100% collection efficiency and collection efficiency as approved by the OERC after provisioning of 2.5% of Accrued Revenue as bad debts to be treated as working capital requirements. The carrying cost/interest on working capital has been allowed as a pass through in the ARR. The Licensee is expected to arrange the working capital towards such gap in collection of revenue. They further submitted that the Commission had agreed to admit interest on such short term loans to meet working capital requirements in accordance with the LTTS Order.  Though the order specified admission of interest on such working capital loans, the same has not been included as a component of approved ARR for FY 2004-05 to FY 2008-09.

196. The Licensee submits that considering the past accumulated losses and huge liabilities, it would be extremely difficult for the Licensee to arrange working capital finance to bridge the revenue gap, which would arise of non-recognition of collection efficiency in determination of tariff. The Licensee, therefore, humbly requests the Commission to consider the bad debts equivalent to collection inefficiency to enable the Licensee to recover its entire costs after duly considering the performance levels.
197. So far bad debt is concerned, CESU submits that they are putting up all efforts to realize the past arrears from consumers. Arrear amount recovered under OTS scheme is Rs.44.36 crore from 1,02,447 consumers which is equivalent to recovery of Rs.74.00 crore approximately after allowing rebate on account of One Time Settlement scheme.
Security Deposit
198. Regarding security deposit DISCOMs submit that they are following regulation 21(1) of OERC Distribution (Condition of Supply) Code 2004, which states that “The Licensee shall pay interest on security deposit of the consumer at the bank rate notified by Reserve Bank of India provided that the Commission may direct a higher rate of interest from time to time by notification in official Gazette.”
Metering
199. CESU stated that with the present level of single-phase consumers i.e. around 11 lakhs with 60-70% of the consumers having old electro-magnetic single-phase meters, the rate of defective meters were much higher than the rate of replacement. So 10% defective meter level is a dynamic one and gradually can be reduced once sufficient number of static meters are in place where the failure rate is low. 4% defective meter level for 3-phase consumers is due to lower rate of failure for static meters and 90% of the 3-phase consumers are provided such meters. The loss reduction exercise necessitates replacement of large number of electromechanical meters by static meters. This is being done irrespective of the said meters are provided by the consumer or the Utility. Hence huge investment is required which should be considered as capital investment.
Energy audit and Consumer Indexing
200. The licensees submit that energy audit is a regular phenomena to be carried out as a continuous process. DISCOMs have installed the 33 KV as well as 11 KV feeder meters and started the energy audit work. Due to intermittent burnt/defect of metering unit/meter and sabotaging by the miscreants, it couldn’t be continued successfully. However, NESCO has employed number of ITI qualified personnels and Diploma/ Graduate Engineers exclusively for energy audit purpose so that consumer indexing, consumer mapping and energy audit activities will be conducted simultaneously.
201. CESU stated that the projected distribution loss was the overall loss derived based on  the assessed overall energy input of CESU and overall sales units for the ensuing year. Energy audit is being done DT- wise, 11KV feeder-wise and 33KV feeder-wise wherever the feeder or DT meters are available. Some of the energy audit reports of the D.Ts and 11KV feeders are submitted in the reply to the Hon’ble Commission’s query.
202. The licensees submit that energy audit is a regular phenomena to be carried out as a continuous process. DISCOMs have installed the 33 KV as well as 11 KV feeder meters and started the energy audit work. Due to intermittent burnt/defect of metering unit/meter and sabotaging by the miscreants, it couldn’t be continued successfully. However, NESCO has employed number of ITI qualified personnels and Diploma/ Graduate Engineers exclusively for energy audit purpose so that consumer indexing, consumer mapping and energy audit activities will be conducted simultaneously.
203. CESU stated that the projected distribution loss was the overall loss derived based on the assessed overall energy input of CESU and overall sales units for the ensuing year. Energy audit is being done DT- wise, 11KV feeder-wise and 33KV feeder-wise wherever the feeder or DT meters are available. Some of the energy audit reports of the D.Ts and 11KV feeders are submitted in the reply to the Hon’ble Commission’s query.
A & G Expenses
204. The licensees submit that the objector might not be aware that the licensee used to submit the audited accounts of each financial year to OERC. Based on the audited accounts which are considered as base year, the licensee estimates the A & G Expenses based on the past experience with normative hike as prescribed by the Commission. Whenever there is any non-recurring expenditure, the licensees claim under the head with proper justification. The licensees very well scrutinise all expenditures. The contention of the objector regarding the genuineness of the expenditures is vague. The licensee prays to consider the A & G Expenditures judiciously.
Truing up of past losses
205. The Licensee has noted that the Commission has allowed GRIDCO to adjust its revenue surplus during FY 2004-05 and FY 2005-06 against its past-accumulated losses thereby signaling that the past accumulated losses which are not controllable in the Sector are allowed to be adjusted as and when the Sector is able to absorb such losses. Accordingly, the Licensee reasonably expects that the Hon’ble Commission would also accept the claim of recovery of such past accumulated losses i.e. Regulatory Asset. Considering the magnitude of impact of the decision on the viability and sustainability of the Licensees, the Licensees also request the Commission to consider the accumulated losses basing on audited Accounts as Regulatory Asset.
Distribution Cost
206. In their reply Reliance managed DISCOMs stated that 90% of the Distribution cost is fixed in nature. The distribution cost of the Licensees which is a fixed cost has increased many folds during recent years which are normally required to be recovered from the Demand charges. The fixed cost of the power procurement by way of payment towards capacity charges has also increased during last few years. On the contrary the revenue recovery in terms of demand charges and MMFC has been less than distribution cost over the years.
Allied Agricultural Activities
207. NESCO submits that as per Para-2 Gazette Notification dated 19th October 2009, Regulation 80(5) of Chapter VIII – Classification of Consumer is amended and accordingly Allied Agricultural Activities relate to supply of power for Aquaculture (which includes Pisciculture/Prawn Culture), Horticulture, Floriculture, Sericulture, Animal Husbandry and Poultry. Activities such as ice factories, chilling plants, cold storages, cattle/poultry/fish feed units and food/agri products processing units are excluded. So only activities, as an adjunct to farming and temporary storage immediately following harvest are included in allied agricultural categories. Also Hon’ble OERC in para 254 to 258 of RST Order 2009-10 has clarified that in-farm activities are included in allied agriculture activities and processing activities are excluded. Here the cattle and poultry feed are coming under processing activities as such excluded from the allied agricultural activities. Irrigation directly affects the agriculture without which agriculture is impossible. But activities of poultry feed and cattle feed though related to poultry and cattle respectively are not directly related with consumption of electricity. Hence, exclusion of cattle feed and poultry feed from allied agricultural activities is justified.
Energy Police Stations
208. CESU stated that Energy Police Stations activities were being gradually strengthened by inclusion of additional staff and amenities by housing and well furnished offices, vehicles for frequent patrolling of theft-prone areas. By such measure, F.I.R. has been lodged in 416 cases and 389 nos. arrest have been made. Nayagarh, Dhenkanal and Kendrapara Energy Police Stations have been established during 2009-10 in addition to existing Khurda and Cuttack.
Sales
209. DISCOMs submit that in the Annual Revenue Requirement & Retail Supply Tariff Application filed by them for the year 2010-11, revision of the demand charge and energy charges have been proposed in order to meet their revenue requirement, keeping in view the increased BST. The ARR of DISCOMs for the FY 2010-11 are based on a reasonable forecasting of energy sales, along with the no. of consumers and load profile of each consumer category-wise, taking into consideration each slab for the period under consideration.
RGGVY Scheme and Loss
210. CESU stated that the high level of loss projected by the licensee was only a projection as the 11KV lines were drawn in several inaccessible and forest areas which may cause technical loss. Also the 11KV feeders will be much longer for scattered villages and hamlets which will cause more technical loss. However, several preventive steps are being taken to control the losses. In rural areas although the solution is to reduce loss by introduction of HVDS, but there are certain constraints as mentioned below:

· Tapping of unauthorized power from LT distribution box of the D.Ts.

· The cost cutting method adopted in the RGGVY scheme has affected the quality of installations thereby making them susceptible to tamper.

· Meters installed are not upto mark in accuracy.

· HVDS is done only in areas having wider road but in narrow lanes supply is through extended LT lines.

· For Kutirjyoti consumers only fixed amount is charged. This encourages higher unauthorized consumption. 

Surcharge

211. The licensees also propose the reduction of Cross Subsidy as deemed fit by Commission and considering the extent of the subsidy to be provided by the Govt. and not to reduce the cross subsidy as per the provisions of National Tariff Policy.

Two Part BSP
212. Two-part tariff consists of both energy charges and demand charges. Demand for CESU is the SMD of 85 nos. of interface meters through which CESU draws input power. Presently, GRIDCO/OPTCL has no facility to record SMD of all the input points. GRIDCO calculates the SMD which lacks transparency. CESU agrees for two-part tariff provided the above concerns on SMD are taken care of by appropriate measures.
Payment of DPS to GRIDCO
213. The licensees submit that Commission, after due hearing from them and GRIDCO have fixed the priority of utilization of the funds in the escrow accounts. All the collections made by the DISCOMs from the sale of power are deposited in the escrow account which is operated as per escrow relaxation of GRIDCO. Further, the Commission has directed for payment of the DPS, in case of the default by the Licensee in payment of BSP. In the event of the default by the DISCOMs, GRIDCO is deferring the servicing of the Loan/ installments to FI, banks etc. consequently GRIDCO is incurring more interest liabilities which is passed on to the DISCOMs through ARR of GRIDCO. DPS recoverable from DISCOMs upto 31.03.2005 considered in the securitization order is yet to be included in the income of GRIDCO and so also in the expenses head of the ARR of DISCOMs and has been proposed to be included in the ensuing year. Licensees submit that priority is required to be given for operation and maintenance of the distribution system over the repayment of the past liabilities. If the funds are reinvested in the system it shall generate more revenue, otherwise, if it would be taken out for repayment of the past liabilities by depriving the existing system requirement, the present level of performance of the DISCOMs shall deteriorate.
Power Bonds
214. DISCOMs in their reply stated that all amounts taken by GRIDCO from DISCOMs Escrow account were adjusted against BSP dues rather than power bond dues. DISCOMs paid Rs.110.80 cr directly to NTPC upto September 2005. Thereafter, GRIDCO directed DISCOMs not to pay any surplus fund to NTPC and the surplus amount after payment of full BSP bill should be taken to GRIDCO’s account. During the period Oct’05 to Dec’08 the amount so adjusted was about Rs.372 Cr. GRIDCO settled the dues with a payment of an amount of Rs.493 cr to NTPC. DISCOMs have also paid Rs.530 Cr surplus to GRIDCO over and above the current monthly BSP bills and have adjusted the power dues as per the OERC Orders in their respective Accounts.
Opening Loss level and Receivable Accounts
215. The Receivables accumulated during GRIDCO period in DISCOMs Books were not correct, as many consumers were ghost consumers and only the bills were raised for the accounting purpose to show a lower T&D loss. This is clearly visible through the Audited Annual A/Cs of last 3 years of pre-privatisation period. The T&D loss suddenly rises from 24% to 47% without correcting past Receivables.  It is also true that for the said reasons the Distribution loss shown in the Information Memorandum were also not realistic loss level (Ref. Kanungo Committee Report stating T&D Loss of 48% - 50%). In absence of any reliable data Commission computed ARR for RST based on such unrealistic T&D losses. Three Reliance managed DISCOMs are now adjusting this difference as bad and doubtful debt instead of dues payable to GRIDCO. 

216. As per Accounting Standard (AS-9), i.e Section 211 of the Companies Act, 1956 on “Revenue Recognition” if there is uncertainty about the collectability arising subsequent to the time of sale of goods or rendering of the service, adequate provision is required to be made in the accounts. It is to state that the licensee could not realize any amount out of the provision amount as on 31.03.1999 which is a reality. After elapse of eight years, the provisions made by DISCOMs can not be treated to be good receivable, while the actual figures in the books of Accounts show that it is not collected and or collectible.


Adjustment of Balance Sheet

217. Directors’ report under section 217 of the Companies Act requires a ‘Directors Responsibility Statement’ indicating that, in preparation of the Annual Accounts, applicable Accounting Standards have to be followed. If a provision is required to be made, Financial Statements drawn up without making such provisions would not present a true and fair view. Keeping the above background in view and also taking into account the realistic view on the receivables and events that occurred after the Balance Sheet date, these Financial Statements of DISCOMs have been approved by Boards of Directors of the Company.

218. GRIDCO nominee Directors disagreed to the points since 1999-00 onwards in the Accounts of the DISCOMs, is totally against the principle of true and fair financial statement as per the Accounting Standard and the Companies Act, 1956. The said disagreement of the GRIDCO nominee Directors are for the limited objective as Interested Party to the said decisions. Directors have developed fiduciary relationship with the Company by voting against the Companies’ interest and not discharging their duties and responsibilities under the provisions of the Companies Act, 1956. GRIDCO Nominee Directors being the interested parties ought to have abstained for voting but voting against the compliance of the Accounting Standards and legitimate interest of the company have not carried out the duties prescribed under the Companies Act, Articles of Association and the norms of Corporate Governance. It is also evident that while explaining the status as on 31.03.1999 to CAG by GRIDCO perhaps complete facts have not been disclosed.

219. Considering the above, it is clearly evident that the opening balances as submitted by the DISCOMs are realistic and in compliance with Accounting Standards. Therefore, DISCOMs claim that the difference in opening balance needs to be paid or adjusted against the BSP dues and Loan installments. 


Computation of tariff

Load Factor Incentive
220. It is submitted that, the licensees have filed a review petition before OERC against RST Order dated 20.03.2009 wherein calculation of load factor for incentive tariff was addressed. It was disposed off on dated 15.09.2009. NESCO again challenged the order dtd.15.09.2009 of OERC before Appellate Tribunal for Electricity (ATE) which is pending before them for decision.
221. The licensees have filed the ARR Application for determination of Tariff for one year. Here the load factor up to 50% during the period of annual maintenance cannot be considered as it cannot be accommodated in RST application. The guaranteed load factor shall not be applicable during FY 2009-10 as the special tariff has already been withdrawn in the RST order effective from 01.4.2008.
Special tariff to Power intensive industries
222. Mostly, Ferro Alloys Industries are under Power Intensive Industry Category those who substantially utilize power as raw materials involving electro-chemical or electro-metallurgical processes with a contract demand of and above 2000 KVA. It is submitted that the special tariff has been allowed to the industries for the FY 2005-06, 2006-07 and 2007-08 who executed the agreement with the licensees and the agreement ceased with effect from 01.4.2008. Thereafter from 01.4.2008, this special tariff provision has not been extended. The Commission while passing the Retail Supply Tariff order for the year 2008-09 has justified the withdrawl of special tariff. In the sprit of the Commission’s order, the proposal of the Power Intensive Industries to reduce tariff is not justified and should not be accepted.
Power Factor Penalty/Incentive
The OERC has stipulated PF incentives to consumers for maintaining high power factor to promote efficiency of operation and optimum capacity utilization. As the Commission may in future go for KVAh tariff for consumers with appropriate meters by achieving higher PF. the gap of KWh & KVAh will be less. It has been devised with a view that this system will take care of incentive for better power factor as well as curb the tendency of not improving the power factor beyond a point determined for penalty.
223. The normative power factor as adopted by Regulatory Commission is 0.9. Further relaxation in the power factor will discourage the consumer for reaching higher power factor and also have effect on the demand and effective energy utilization. Accordingly, P.F. below 90% should attract penalty. In order to maintain good/unity power factor, the commission has provided incentive for improvement of power factor above 97% up to 100% which is quite reasonable. Further relaxation in the power factor for incentive will not only discourage the consumers for reaching higher power factor but also will affect demand and energy consumption.
Overdrawl Penalty

224. In reply to the demand of South Eastern Railways the licensees stated that the existing provisions regarding over drawl penalty for maximum demand has been kept to guard against the understatement of contract demand by consumers. Over drawl attracts additional burden for system stability and reliability thereby affecting all other consumers apart from distorting system network  and also adversely affecting the power procurement planning giving rise to purchase of high cost power.  Thus over drawl charge is essential to discourage consumers from over drawl especially when the ABT system is in vogue. In turn, it is suggested that Railway may keep their contract demand at a higher side, so that their requirement will be around 80% of the sanctioned contract demand. The demand charge is usually on 80% of the CD so that overshooting of CD will be addressed.

225. Regarding discontinuance of exemption of over drawl penalty up to 120 % of the CD during off-peak hours and graded slab systems it is submitted that in surplus generation scenario, Commission for the purpose of the better utilization of the system capacity, had thought it necessary for flattening of the load curve. So under those circumstances consumers exceeding CD during off-peak hours were not paying the ODP which helps the system by flattening of the load curve also helps to maintain the stable frequency regime. But now the power scenario has completely changed and there is average demand deficit from 400 MW to 900 MW during peak and off-peak hours respectively. So there is no need to induce the consumers to go for consuming extra load exceeding their CD during off-peak hours and simultaneously avail more power to be billed under subsidized tariff. The contention of the objector that abolition of concession for drawal of excess demand during off-peak hour and slashing of graded slab system is not commensurate with the principle of tariff determination is not well established. This is a subjective issue which is duly considered while determining the tariff.
Average and Load Factor Billing
226. The contention made by the objector is not true. The metering report submitted by the Licensee is reflecting the actual metering position of DISCOMs and there is no question of fabrication of the figures as stated by the objectors. But few consumers under Domestic, Commercial and Irrigation category as mentioned in Formats T-2, T-3 and T-5 are billed on average basis due to non-availability of meter. Earlier, these consumers were being billed on Load factor basis. Now these consumers are being billed on the average basis taking the earlier consumption pattern into consideration. However, the billing is wrong on provisional basis and will be adjusted with average of actual meter reading after installation of new meters.
Demand Charges for CGP
227. Regarding introduction of demand charge for emergency supply to CGP, it is submitted that the licensee has to cater emergency power to the consumers having CGP even restricting load to the general consumers who are paying demand charge for the whole month during power shortage period. The CGP consumers are privileged, ones for not paying the demand charge and second that the other consumers are bearing the loss on account of this by paying demand charge even without availing power for few hours. So the CGP consumer should pay the demand charge and energy charge as proposed by the licensee.

228. Further, the cap on energy drawl of each DISCOMs and the likely penalty on account of over drawl is making it difficult to meet the emergency requirements of the CGPs. Moreover, there have been instances wherein industries availing such emergency supply have been found utilizing the some quantum of power towards normal production. Therefore it is the submission of the Licensee that there should be a clear distinction between start up loads and essential/ survival loads.
Prorate Demand Charges
229. With respect to the prorating of demand charges the licensees have submitted that all restrictions imposed by SLDC/OPTCL is due to problems of OPTCL network only. When power restriction is more than 60 hours a month, demand charge should be prorated. As it is not relevant for determination of tariff, it is not addressed here. But, DISCOMs submit that the prorating of demand charge on account of power restriction due to whatsoever reasons in OPTCL network should have back to back arrangement. The DISCOMs should not bear the loss due to problems of OPTCL network.


Availability of static meters

230. All the licensees have stated that their consumers have been provided with static meters with the provision of recording all the parameters as in cases of Large Industries or loads more than 110 KVA. Therefore, average power factor can be very well assessed as it is being done in case of Large Industrial consumers. Further it is to submit that the power factor penalty have been proposed for the above categories of consumers, so that they will go for installing capacitor banks for improving the PF by having some financial bindings, which in turn will aid to our system stability. 


Further reduction of Cross Subsidy
231. CESU proposed tariff hike of 40% in domestic category with overall hike of 37% in LT category which will minimize the gap between highest and lowest tariff. Further, tariff hike proposal for HT industries is 31% and that for EHT it is 30%. The above proposal, if accepted by the Hon’ble Commission will further reduce cross-subsidy payable by the HT and EHT consumers.

232. NESCO & SOUTHCO had stated that it is difficult on their part to reduce cross-subsidy payable by the HT and EHT consumers in view of the GoO views not to increase the RST. In the event of the reduction of cross-subsidy, the tariff for cross-subsidized consumers shall have to be increased or to be compensated through Govt. subsidy. They, therefore, requests the Commission to take appropriate action for reduction of cross-subsidy payable by HT and EHT consumers. WESCO submitted that the cost of supply at present is being calculated by Commission considering the entire power purchase cost as a single pool. However, as a prudent practice less cost power should be allocated to LT category of consumers and the high cost power should be allocated to industries. If the same practice would be adopted for calculation of cost of supply for EHT and HT category of consumers then the cost of supply of EHT and HT category of consumers would increase and accordingly cross-subsidization would be reduced. 


Non-adherence to the drawl schedule of SLDC as per Power Regulation
233. CESU had given utmost importance and accordingly detailed plan for implementation of protocol issued by the Commission on Power Regulation vide Order dtd.14.01.2010 in Case No.01/2010. The Power Regulation schedule so made was immediately published in a number of important dailies and also in CESU’s Website. All field level officers were instructed to strictly follow the Regulation schedule as per chart which had earlier been submitted to the Commission and in many places the schedule was maintained. However due to some confusing media reports creating huge public outcry against the Power Regulation, in some places the field units may have unintentionally deviated the schedule buckling under the public pressure resulting in over drawal during the period from 15.01.2010 to 07.02.2010. 
234. NESCO in its reply stated that availability of power as per SLDC is 380 MW (Off Peak) and 580-600 MW (Peak for 2 to 3 hrs). The average drawl of NESCO is 530 MW against average availability of 420 MW i.e. shortfall being 110 MW. Besides this, there are five Traction Consumers, Three emergency power consumers and two defence consumers with average hourly load of around 35 MW. Also some of the loads, which were not considered in ARR, have been released by GRIDCO with immediate effect in Dec’09 and have not been given any sharing and allocation in the scheduled Demand.
235. The power regulation had been effectively implemented from 23.01.10 and accordingly the drawl has also been reduced. Also it has been confirmed that due to non availability of real time data of Kuchei and Bhadrak Grids, SLDC is taking average assessed data for these GRID sub-stations which may not be correct. Moreover NESCO has given requisition for installation of Under Frequency Relay (UFR) in the 33KV Feeders at different Grid S/S. Hence it is submitted that NESCO would not have overdrawn from schedule if above mentioned facts considered and the claim of Rs.6.11 Crore on UI accounts may not be justified. However, this type of information would certainly make their ABT cell prompt.
236. WESCO at present is not fully equipped in all respect for implementation of ABT. Further, the following reasons are also contributing towards increase of practical difficulties:-

i) There is no such special feeder for giving power supplies on priority basis to Hospital, Water supply and Railways etc. and they are all availing power supply from shared feeders, so the power regulation implementation is difficult.

ii) There is no control mechanism to regulate the power supply of individual industrial consumer, so the implementation of proposed load shedding is a difficult task. 

iii) Industries getting supply from the shared feeders shall be affected by general load shedding, without giving option for power regulation.

iv) In all the existing 97 nos of 33KV feeders, all the feeders have no incoming VCB and similarly in case of all 463 nos 11KV feeder, all the 11KV feeders have no outgoing VCB.

v) DSOCC system requires real time data acquisition from all 33/11KV Substations (SCADA system) for proper implementation of Intra​-State ABT.

237. SOUTHCO as per Order dated 14.01.2010 in Case no. 01/2010 passed by Commission has prepared a load restriction schedule in its area and circulated to the fields for implementation after proper announcement of the timing of LR to the respective areas by 16.01.10. On dated 19.01.10, a meeting was held in the Secretariat chamber under the Chairmanship of Hon’ble Energy Minister and it was decided that there would be 4 hours load restriction to all the areas between morning 6 AM to evening 6 PM except the emergency areas. A notification bearing No. 567 dated 22.01.10 issued by the Deptt. Of energy Govt. of Orissa has  been received by SOUTHCO as per the direction of Hon’ble Commission .The said notification is for the power conferred under Section 18 of the Energy Conservation Act, 2001 (52 of 2001) i.e. “Regulating operating time of outdoor lighting and advertisements for efficient use of energy and energy conservation”. As per the decision of the meeting on dated 19.01.10 SOUTHCO had made a program to make LR for 4 hrs from 6 AM to 6 PM and circulated among the field for implementation after proper announcement. After implementation of the said LR schedule it is noticed that SLDC directly restricts the drawl of SOUTHCO by instructing the OPTCL Grid to restrict power after 6 PM and also from 6 AM to 6 PM resulting in consumer’s dissatisfaction because of frequent load restriction in affected areas. To overcome this problem SOUTHCO has adopted a principle for load management under its area, which is as under.
Table - 22
	Sl. No.
	Description
	Grids coming under
	Duration of Load restriction
	Remark

	1
	Areas under SOUTHCO jurisdiction, those are availing power supply from Machhkund
	Jaynagar, Rayagada, Parlakhemundi, Mohana, Digapahandi
	06.00 Hrs to 16.00 Hrs: 3 Hrs.

Evening: Depending upon the Grid condition
	As per the decision taken during the high level meeting at Bhubaneswar on 19.01.10 & as per the OERC order no 1/2010 dated 14.01.10 u/s 23 of Electricity Act ’2003.

	2
	Power transformers of those 132/33 KV Grids of OPTCL under SOUTHCO jurisdiction being over loaded during Evening peak hours
	Bhanjanagar, Sunabeda, Berhampur-(Ambagada)
	06.00 Hrs to 16.00 Hrs: 2 Hrs.

Evening: 1.5 Hrs.
	

	3
	Rest of areas
	Aska, Chatrapur, Ganjam, Balugoan, Narendrapur, Phulbani, Theruvali, Sonpur, Balimela, Tentulikhunti,
	06.00 Hrs to 18.00 Hrs: 4 Hrs.

Evening: No Load restriction
	


238. In the mean time the news has come out in the print as well as in the electronic media that the shortage power of Orissa has been over come through energy banking and CGP injection and further there would be no power cut in the State. This has resulted in the field units of SOUTHCO facing consumer dissatisfaction which may affect the revenue collection of SOUTHCO. For regulating the Load, the Law and Order machinery are not cooperating with SOUTHCO. As per the direction of Hon’ble Commission, SOUTHCO also issued a letter to all the Large Industrial consumers under HT and EHT category for obtaining the consent of Load Restriction as per the LR Protocol. The data given by SLDC is also mismatched with the load allocated and load drawl. The drawl data of SLDC available in the website of OERC relates to past 15 minutes drawl of 220 KV Auto Transformer which does not help SOUTHCO to manage the drawl within the schedule. It is suggested that SLDC should provide the present drawl data  for the data of interface points of SOUTHCO instead of providing past 15 minutes drawl of 220 KV Auto Transformer. During the above mentioned period, OPTCL extended the Machhkund Supply of Orissa share up to Mohana Grid. The LR schedule of the respective feeders under these Grids which is about 50 MW was intimated to OPTCL by the respective Executive Engineers but OPTCL could not implement the same resulting higher drawl by SOUTHCO during the above period. 


Bachat Lamp Yojana 
239. CESU has taken initiative in this regard and had invited proposals from some of the CFL manufacturers and traders who are empanelled with BEE. Three numbers of trader viz. M/s. Silver Fir Advisors, M/s. Banyan Environmental Innovations and M/s. Verve Consultants have been short-listed for implementation of the BLY project in CESU area. A committee comprising of G.M. (AT&C), G.M. (Finance) and Dy. Manager (DSM Cell) has been constituted by the CESU management to assess and finalise the contract. The committee has completed the modalities for assessing the firms based on 10 (ten) critical parameters. In this regard the committee has sought and has already obtained some additional information from the firms. A scoring sheet has been prepared which will be used to grade the firms on the basis of these ten critical parameters. The final recommendation of the committee will be placed to the management in a few days time. After the decision of the management, the selected firm will be called for final agreement and the process of registration and implementation.
240. NESCO in its reply stated that M/s. Banyan Environmental Innovations Pvt. Ltd., one of the project proponents enlisted by the Bureau of Energy Efficiency has been entrusted this task of implementing Bachat Lamp Yojna in NESCO area. All the formalities are over and M/s. Banyan has been asked to intimate a convenient date for signing the tripartite agreement between BEE, NESCO and Banyan at CSO. As soon as execution of the agreement is over, M/s. BANYAN would start its operation. 
241. WESCO has signed agreement with M/s. Banyan Environment Innovations Pvt. Ltd. for lighting Energy Efficiency Programme. Under this programme the company will supply CFL Bulbs in subsidized rate i.e. Rs.10/- to Rs.12/- per bulb to electrical consumers. The CFL’s are having life of 6000 hrs (min) with power factor of more than 0.85. The company will conduct consumer awareness programme for conservation of energy. The company will spend 10% of net project income for social work under rural area of WESCO. CFL use will reduce heat emission and protect global warming.

242. SOUTHCO stated that Bachat Lamp Yojana of BEE is yet to be implemented in the areas of SOUTHCO. However, the agreement has already been executed between M/s. Banyon Environmental Solutions (P) Ltd., a Hyderabad based Company and SOUTHCO for implementation of the CDM project. However, a tripartite agreement is to be executed between BEE, SOUTHCO and M/s. Banyon for implementation of the Project after registration with the UNFCCC. 
Availability of static meters with Small and Medium Industries availing power supply at LT with CD> 10KW and Static Meters for consumers having CD >70KVA <110KVA (both HT and LT)

243. CESU submitted that Small and Medium Industry consumers availing power supply at LT with CD>10KW are all installed with static meters and 90% of such meters have a facility to record demand in KVA. Balance 10% meters are having facility to record average Power Factor as well as demand in KW. Demand in KVA of such consumers can be derived from the KW record and average Power Factor record till the time the meters are either modified or replaced. CESU is taking urgent steps to install static meters with KVA recording facility to all consumers having CD of 10KW and above.
244. All the Reliance managed DISCOMs had submitted that the consumers having CD > 70 KVA < 110 KVA (both HT and LT) have been provided with static meters with the facility of recording demand in KVA. 

Cut off Hrs for CGP in calculation of demand charges

245. CESU submitted that the emergency of power to CGPs means either start-up or survival power which is availed by the consumers only to overcome survival problem but not for regular use. CESU had proposed such survival use of power limited to 72 hours in a month. In case of use of power beyond 72 hours, consumption may be considered as industrial use and liable for demand charges as applicable to other category of consumers in that level of supply voltage. Since demand is reserved and availed by the consumer, he shall pay demand charges at par with normal industrial consumption as well as energy charges at the rate applicable to the CGPs in case of use of power beyond 72 hours.

Recovery of full cost of the meter through security deposit

246. All the Reliance managed DISCOMs have stated that, as per the order of the Hon’ble Commission  meter rent has been collected in 40 monthly installments from 11/2003 in case of old consumers whose cost of meter is not available. Meter rent is being collected in case of consumers whose power supply has been given after 12/2003, in cases where consumers are not opting to pay the full cost of meter or install standard meter. The three DISCOMs have proposed to collect security from consumer for the price of meter, unless the consumer elects to procure the meter as per Section 47 of Electricity Act, 2003. This has been done in order to initiate a process of having a check on the present trend of meter burning and tampering.

Increase of service connection charges from the existing Rs.500/- per connection to Rs.1000/-

247. In this connection all the Reliance managed DISCOMs have filed similar replies. Against tender call for service connection bracket, the total landed cost as offered by the bidders was around Rs.850/-, excluding transportation, erection charges. In view of the above, they have proposed to raise the service connection charges from Rs.500/- to Rs.1000/- which include the material as well as labour charges which have gone up by this time.


Views of Govt. of Orissa 

248. While responding to different issues having bearing on fixation of Retail Tariff of Electricity for the year 2010-11 as communicated by the Commission in its letter No.JD(F)-175/02/3074 dtd. 31.12.2009, Govt. of Orissa vide their letter No.R&R-II-1/2010/1577/En., Bhubaneswar dtd.23.02.2010 has submitted its views as follows: 

· The State Govt. has taken a decision to provide Rs.100.00 crore as equity investment to OPTCL in 3 years to support the expenditure on the non-remunerative scheme to the inaccessible areas and achieving social goals. The Govt. has already provide Rs.23,05,55,000/- and Rs.5.00 crores during 2008-09 and 2009-10 respectively. 

· At present there is no proposal to provide subsidy to the DISCOMs for power supply to BPL and Kutira Jyoti Consumers. 

· As regards to the question of financial support by the State Govt. to the DISCOMs for the improvement of their Distribution System necessary decision will be taken in the matter after the award of 13 Finance Commission. 

· Capital subsidy of substantial amount is being provided for implementation of different schemes such as RGGVY, BGJY etc from which benefits will accrue to DISCOMs. 

· As regards to assets created under RGGVY Govt. of Orissa shall be owner of the assets. The Govt. of Orissa has authorized the DISCOMs to operate and maintain these assets to effect power supply in the project area and derive consequential benefits. 

· As regards to BGJ on successful completion the projects with assets shall be handed over to the respective DISCOMs for maintenance. Regarding the ownership of the asset so created the matter is yet to be decided. As the DISCOMs would derive consequential benefits from the assets they can not claim O & M expenses from the Govt. 

· The Hon’ble Commission may take a decision regarding high end consumers who are ready to pay a higher tariff for uninterrupted power supply. 

· The State Govt. has established five energy police stations and notified creation of another 29 police stations. Out of the notified police station 3 police stations have been made functional at Dhenkanal, Kendrapara and Nayagarh. The Govt. is reviewing the functioning of the police station from time to time. The recommendation of the Commission for monitoring of functioning of the police station at the level of IG Police is under consideration of the Govt. Five special Courts have been established for trial of energy related cases. 

· Budgetary provisions have been made for payment of electricity dues of the Govt. Departments. The DISCOMs have not assessed the arrear amount of Govt. Department correctly. The DISCOMs should reconcile the Govt. dues properly. The defaulting departments, local bodies and corporations are like any other individual consumers. The DISCOMs are free to resort to disconnection of power supply to Govt. consumers in case of default in payment of electricity dues. The DISCOMs should also resort to other modes of collection available u/s 126 of the Electricity Act, 2003. 

· As and when genuinely required the Govt. would invoke ESMA to ensure uninterrupted power supply to the consumers. 

· The Commission may direct the DISCOMs for achieving better results in terms of consumer satisfaction by giving quality power, improvement in collection efficiency and reduction of distribution and AT & C loss. 

· The State Govt. has taken necessary steps for generation capacity augmentation by signing MOUs with 21 IPPs for Thermal Power Plant and 32 MOUs for setting up small Hydel Projects. Out of the 21 IPPs Sterlite Energy is likely to inject 500-550 MW after auxiliary consumption during March, 2010 from its 1st Unit. The 2nd unit 600 MW capacity shall come up during last quarter of 2010. Similarly Arati Steel and Shyam DRI have agreed to supply full power from their 50 MW and 30 MW Power Plant respectively. OPTCL has been directed to expedite the evacuation facility for the up coming power. 

· The Govt. has not taken any decision regarding GRIDCO’s application for providing them interest free loan of Rs.4700.00 crores over a period of 4 years to improve their liquidity position. However, Govt. is considering the extension of guarantee to GRIDCO for availing loan from REC. 

· The up valuation of assets of GRIDCO/OHPC has been kept in abeyance till 2010-11. The Govt. order shall be obtained on the suggestion of OERC on the modification on the said notification.
OBSERVATION OF THE STATE ADVISORY COMMITTEE (SAC)
249. The State Advisory Committee (SAC) constituted under Section 87 of Electricity Act, 2003 met on 18th February, 2010 to deberate on the Annual revenue Requirement and Tariff application for the FY 2010-11 of utilities namely OHPC, OPTCL, GRIDCO, CESU, NESCO, WESCO and SOUTHCO.


The Committee inter alia observed the following:

· There was tariff increase at regular intervals in the past, both during pre-reform and period just following reform, undertaken w.e.f. 01.04.1996 but from 2001-02, the average tariff has remained more or less the same. The average tariff hike was 28.58% during 1993-94, 15.73% during 1994-95 and 17.07% during 1995-96, before power sector reform. Thereafter, the tariff rise was 17% during 1996-97, 10.33% during 1997-98, 9.30% during 1998-99, 4.50% during 1999-2000, 10.23% during 2000-01 and there has been no rise in average tariff from 2001-02 to 2009-10. If it is compared with the rise in wholesale price index, it is seen that the rise in tariff from 1995-96 has declined by 29.76% compared to the rise for Wholesale Price Index. When there has been price rise for different commodities and services during these years, from 2001-02, there is bound to rise in electricity tariff which is based on cost plus principle, otherwise financial viability of the utilities will be seriously affected. 

· Though tariff is bound to increase because of increase in salary & wages, price of coal & other materials, decline in hydro generation as percentage of the total demand of the State from 56.67% in 2004-05 to 30.33% in 2008-09 and to below 30% during 2009-10, at the same time the Commission has to keep in view the paying capacity of the consumers. 

· At present, the service provided by DISCOMs is far from satisfactory. There are frequent interruptions for hours together, particularly, in rural areas. There is inordinate delay by the DISCOMs to replace the burnt transformers or to attend to other repair and restoration works. If there is tariff hike, there would be discontentment among the consumers who are not being provided required standards of performance. Hence, with rise in tariff, there should be improvement in quality of service now being provided to the consumers. A part of the tariff hike may be kept in a separate fund with GRIDCO and this would be ploughed back for upgradation of distribution network to improve quality of supply to the consumers. 

· While increasing the tariff, it must be ensured that the cross-subsidy being provided by the industries to other consumers is reduced and is within + 20% of the average cost of supply as per the Tariff Policy. 

· Steps should be taken for de-silting of various hydro reservoirs so that there is generation of low cost hydro power as per the original design energy of various hydro power stations even in lean season. 

· The greatest problem standing on the way of financial viability and satisfactory service to the consumers is the present high level of AT&C loss which is in the order of 41.7% at the end of 2008-09 and during the current year 2009-10 upto 30.09.2009, the AT&C loss has been worked out at 40.27%. Though AT&C loss has been reduced from 60.9% in 1998-99 and 56.7% in 1999-2000 to 41.3% at the end of 2008-09, the rate of reduction is very slow and, even though, there has been up and down during different years. Reduction of 1% AT&C loss in monetary term works out roughly Rs.48 crores per annum. If AT&C loss is reduced to about 30% from the present level of 41.30%, a sum of Rs.588 crore or say Rs.600 crores would be available to the power sector for upgradation and expansion of distribution network. The DISCOMs should take effective steps for reduction of AT&C loss and Govt. would provide necessary support in their endeavour and commitment in launching a broad attack on theft of electricity through hooking, by-passing of meter or other means. Loss reduction holds the key to meeting Orissa’s power needs. The DISCOMs can get a tariff with incentive for those who meet loss reduction targets and penalty for those who do not. 

· DISCOMs should take steps to collect the arrear of revenue outstanding against different consumers as per the Regulation. They should disconnect power supply after giving due notice. In case there is law and order problem, arising out of detection of theft of electricity or disconnection of power supply on account of non-payment, the police administration at local level should give effective support to the DISCOMs. State Govt. may issue appropriate direction in this regard and should also monitor the working of the Energy Police Stations as well as steps taken to prevent the energy crime related offences. Without active Govt. support, there would not be substantial improvement in reduction of theft of electricity and collection of arrears from the defaulting consumers including Govt. departments, urban local bodies, public sector undertakings, autonomous organizations, cooperatives, etc. 

· The Commission should very carefully scrutinize the revenue requirement projected by the power utilities on different items and should allow the reasonable expenditure to them. The payment of revised salary/wages and the arrears arising out of implementation of recommendations of 6th Pay Commission should be linked to their improvement in performance. Only when they realize a substantial arrear amount outstanding as on 01.04.2010 and improve the quality of service, the arrear revised salary should be paid linking to the quantum of arrear revenue collected.

· The Commission should not accept the loss level shown by the DISTCOs for the previous years nor the projection made for 2009-10 and 2010-11. Expenditure should be allowed on power purchase cost and other related expenditure based on the normative level of loss approved by the Commission for DISTCOs but not on the loss level projected by them. Accordingly truing up exercise should be made and regulatory asset should be created strictly on the basis of performance parameter approved by the Commission. 

· While is there is urgent need for strong police action to prevent theft of electricity and to deal with the unscrupulous consumers for not paying the electricity dues in time and creating problems while disconnecting power supply, there is need for capital investment for system upgradation to improve the quality of supply and reduce the technical loss. The DISTCOs as well as State Govt. should come forward for investment for system upgradation. Any fund that may be released by the Govt. to DISTCOs should be passed through GRIDCO and the expenditure on system improvement should be reviewed by a Committee consisting of Secretary, Energy, EIC (Electricity), CMD, GRIDCO and CEOs of four DISTCOs subject to overall supervision and guidance by OERC from time to time. 

· Any cost increase in generation and transmission would reflect in the Retail Tariff. It is, therefore, necessary for OHPC and OPTCL and GRIDCO to function efficiently, so that the generation cost and transmission cost are kept at the reasonable level in order to avoid substantial hike in the Retail Tariff. 

· Up to 2007-08, GRIDCO was supplying power to DISTCOs at a lower rate mostly because of higher quantum of generation by the Hydro generating stations and the loss arising out of the difference between cost of procurement by GRIDCO and supply to the DISTCOs was being met from the profit earned by GRIDCO from sale of surplus power. Since there has been increase in the number of consumers and likely to increase to 68 lakh by 2011-12 and consequently rise in demand, the ratio of hydro generation to the total demand is getting reduced from 56.67% in 2004-05 to 30.33% in 2008-09 and this ratio would further reduce in the coming years. There would be need for purchase of high cost thermal power from different sources. In order to keep the Retail Supply Tariff at a reasonable level, Govt. should provide financial support to GRIDCO in shape of grant/loan or State Govt. guarantee or the combination thereof. 

· While working out the tariff hike for 2010-11 and onwards, the paying capacity of the consumers and need for supplying power to hostels of SC & ST students at lower rate may be kept in view by the Commission. 

· The Commission should take appropriate steps to penalize the DISCOMs in case they fail to provide the prescribed standards of service and to achieve the various performance parameter fixed by the Commission for the respective years. 

· GRIDCO is incurring a loss of Rs.150 crore per month because of the loss incurred by it due to the difference in the actual power purchase cost and the bulk supply price approved by the Commission at 122.20 paise per unit on the average. On this account GRIDCO would incurr a loss of around Rs.1800 crores by 31.03.2010.
· The DISCOMs pointed out that ARR is cost plus evaluation. Major cost consideration is power purchase cost. The DISCOMs have considered the present BST as a base point for calculating RST where A&G, employee and R&M costs are predominant. If BST goes up this will change accordingly. Inflation has not been taken into account in tariff setting. A balance must be struck between consumers need and utility’s viability. There are three options to meet the revenue gap rising out of low power availability. (1)Increase in efficiency (2) Tariff hike and (3) Govt. subsidy.
· Responding to some of the observations of the members of the SAC, the Commission clarified that Commission is not working out the revenue requirement including cost of power purchase based on the distribution loss projected by the utilities but it is worked out basing on the target fixed by OERC. Truing up exercise is also being carried out as per the normative performance parameter approved by the Commission but not on the AT&C loss shown by DISCOMs. There is no chance of regulatory asset being considered twice in fixation of tariff. Regarding the non-implementation of the orders of GRF & Ombudsman, the Commission Member explained that the Commission had taken an interactive meeting with President and Members of GRF, Ombudsmen and senior officials of the DISCOMs. Regular report is being called for for implementation of the order of the GRF/Ombudsman. Wherever there has been delay, the CEOs of the DISCOMs are being asked to initiate disciplinary action against the defaulting officers.  A number of proceedings has been initiated u/s 142 of the Act’03 to ensure implementation of the orders of GRF/Ombudsman. He stated that the Commission has been taking steps to exercise prudent check on various items of expenditure shown by DISCOMs and there is no question of being soft or harsh on the utilities, the Commission would be fair and reasonable in their approach while fixing the tariff as well as in monitoring the performance standards of the utilities. 
· The Secretary, Energy observed that all households of the State are likely to be electrified by 2011-12. Accordingly all power utilities including the distribution companies must realise this basic objective and act accordingly and the plea that increase in rural electrification would add to the distribution loss cannot be accepted under any circumstances. The DISCOMs should inspect RGGVY installations and bring use of inferior materials to the Govt.’s notice. 1% reduction in AT&C loss in monetary term works out to Rs.48 crore for the power sector in the State. If the existing level of AT&C loss of 41% is reduced to about 30% the power sector as a whole gain by 528 crore and in that case the necessity of tariff hike would be kept to the minimum. If AT&C loss is systematically and aggressively reduced, a time may come when there may not be any necessity of tariff hike in future. The thermal power is becoming more costly day by day because of increase in coal and oil price, therefore, it will definitely have tariff impact. In the last 9 years there has been no Retail Supply Tariff hike. If there is a hike this year, the entire amount realized should be kept in a separate account & given to DISCOMs on the basis of performance. The Commission should consider for a lower tariff for Schools and hostels managed by SC & ST Department.
· Secretary, Energy further stated that Govt. is not in a position to provide any subsidy of the power sector per se or to any category of consumers. But State govt. have approached to the 13th Finance Commission to provide fund for system upgradation in the distribution sector and some fund may likely be recommended by the 13th Finance Commission, the report of which is yet to be made public. Since at present the distribution companies have not yet been able to infuse capital for system up gradation of the distribution network, Govt. is considering to give a loan about 2000 crores to distribution companies at a reasonable rate of interest through GRIDCO. The principal and interest is to be paid back to the State govt. through GRIDCO through its escrow account as all receivables of the distribution companies are being deposited in the escrow account. 

· Regarding power supply position in summer months he stated that this year the State Govt. is better prepared as there is more water in our reservoirs. The State would be facing power crisis upto 2012. The State Govt. is trying to do its best to meet the exigency. It has been trying to get additional power from the unallocated share from the Central Generating Stations. However since other states are worse off it is unlikely that Orissa will get additional allocation of power. 200 MW was restored to Orissa from Talcher Super Thermal power project. The State Govt. is also trying for power banking from other States. 300 MW has been obtained from Punjab & Assam. All attempts are being made to maximize generation from the existing water reservoirs by making use of the same for the irrigation purpose as well as for generation during the peak demand as far as practicable.

· Chairman in his concluding remarks reiterated that the Commission would be just and fair to all stakeholders of the power sector to ensure that while the interests of the consumers need to be protected by providing service at reasonable and affordable rates, the viability and sustainability of the power utilities is also to be ensured. 

COMMISSION’S OBSERVATION (PARA 250 to 574)

Basic Principles adopted in fixation of Tariff for the year 2010-11
250. Section 61 of the Electricity Act, 2003 provides that the Commission while specifying the terms and conditions for determination of tariff shall be guided by the following namely:-

(a) the principles and methodologies specified by the Central Commission for determination of the tariff applicable to generating companies and transmission licensees;

(b) the generation, transmission, distribution and supply of electricity are conducted on commercial principles;

(c) the factors which would encourage competition efficiency economical use of the resources, good performance and optimum investments;

(d) safeguarding of consumers interest and at the same time, recovery of the cost of electricity in a reasonable manner;

(e) the principles rewarding efficiency in performance,

(f) multiyear tariff principles;

(g) that the tariff progressively reflects the cost of supply of electricity, and also, reduces and eliminates cross-subsidies within the period to be specified by the Appropriate Commission;

(h) the promotion of co-generation and generation of electricity from renewable sources of energy;

(i) the National Electricity Policy and tariff policy:

Provided that the terms and conditions for determination of tariff under the Electricity (supply) Act, 1948, the Electricity Regulatory Commissions Act, 1998 and the enactments specified in the Schedule as they stood immediately before the appointed date, shall continue to apply for a period of one year or until the terms and conditions for tariff are specified under this section, whichever is earlier. 

251. Electricity Act, 2003 provides an enabling framework for accelerated and more efficient development of the power sector. The Act seeks to encourage competition with appropriate regulatory intervention. Competition is expected to yield efficiency gains and in turn result in availability of quality supply of electricity to consumers at competitive rate. Thus, the National Electricity Policy, 2005 aims at achieving the following objectives:

· Access to Electricity – Available for all households in next five yeras

· Availability of power – Demand to be fully met by 2012. Energy and peaking shortages to be overcome and adequate spinning reserve to be available.

· Supply of Reliable and Quality Power of specified standards in an efficient manner and at reasonable rates.

· Per capita availability of electricity to be increased to over 1000 units by 2012.

· Minimum lifeline consumption of 1 unit/household/day as a merit good by year 2012.

· Financial Turnaround and Commercial Viability of Electricity Sector.

· Protection of consumers’ interests.

252. The Tariff Policy, 2006 states that it is essential to attract adequate investments in the power sector by providing appropriate return on investment as budgetary resources of the Central and State Governments are incapable of providing the requisite funds. It is equally necessary to ensure availability of electricity to different categories of consumers at reasonable rates for achieving the objectives of rapid economic development of the country and improvement in the living standards of the people. 

253. Tariff Policy further states that the requirement of adequate investments to the sector and that of ensuring reasonability of user charges for the consumers is the critical challenge for the regulatory process. Accelerated development of the power sector and its ability to attract necessary investments calls for, inter alia, consistent regulatory approach across the country.  Consistency in approach becomes all the more necessary considering the large number of States and the diversities involved.

254. In brief, the Tariff Policy, 2006 outlines the following objectives:-

(a) Ensure availability of electricity to consumers at reasonable and competitive rates;

(b) Ensure financial viability of the sector and attract investments;

(c) Promote transparency, consistency and predictability in regulatory approaches across jurisdictions and minimise perceptions of regulatory risks;

(d) Promote competition, efficiency in operations and improvement in quality of supply.

255. In the meantime Hon’ble Orissa High Court in their order dated 16.3.2010 in WP(C) No.6624, 6625 and 6626 of 2008 in case of M/s Ferro Alloys Corporation Ltd., and others versus State of Orissa and other have directed among other things as follows:-
i. OERC is to strictly comply with the requirements of Section 61 and 62 of the Electricity Act, 2003 and Regulation 7(c) (iii) of Orissa Electricity Regulatory Commission (Terms and Conditions of Determination of Tariff) Regulation, 2004 while fixing the tariff for the financial year 2010-11.
ii. OERC is to fix the cost of supply at various voltages i.e. EHT, HT & LT.
iii. OERC shall also indicate the cost of tariff for each category and the extend of cross subsidy existing and the plan of action to reduce it over a period of time as envisaged in Section 61(g) of the Electricity Act, 2005 and Regulation 7(c) (iii) of Orissa Electricity Regulatory Commission (Terms and Conditions of Determination of Tariff) Regulation, 2004.
256. In the light of the provisions of Section 61 of Electricity Act, 2003, read with the objective of the National Electricity Policy and Tariff Policy read with the direction of the Hon’ble High Court as outlined above, the Commission have to determine the Retail tariff for DISTCOs. In this connection, it is relevant to point out here that while determining the Retail tariff for the distribution companies, the Commission has been guided by the paramount importance of protecting the interest of the consumers as envisaged under Section 61 (d) of the Electrcity Act, 2003 read with National Electricity Policy, 2005 and Tariff Policy 2006 as stated above. This is evident from the fact that while there was revision of tariff at regular intervals before the power sector reform was implemented from 01.04.1996 and immediately thereafter, there has been no rise in average tariff from the year 2001-02. When there was overall tariff increase of 28.58% during 1993-94, 15.73% in 1994-95, 17.47% in 1995-96 before the reform, the average tariff has increased by 17.00% in 1996-97, 10.33% in 1997-98, 9.30% in 1998-99, 4.50% in 1999-00 and 10.23% in 2000-01. There has been no increase in the average tariff from 2001-02 to 2009-10 despite rise in Wholesale Price Index from year to year from 2001-02. It will be seen that the effective real rise in tariff has been of the order of (-) 30.64% when compared with rise in Wholesale Price Index. This means the tariff rise as approved by the Commission is much less as compared to the price rise which is evident from the table given below.

Table - 23
Tariff Rise vis-a-vis Inflation (Wholesale Price Index)
1993-94 – 28.58% (State Govt.)

1994-95 – 15.73% (State Govt.)
	Year
	Increase in Average Tariff
	Increase in WPI

	1995-96
	17.47% (State Govt.)
	19.30%

	1996-97
	17.00% (State Govt.)
	6.45%

	1997-98
	10.33%
	4.80%

	1998-99
	9.30%
	6.84%

	1999-00
	4.50%
	3.02%

	2000-01
	10.23%
	6.55%

	2001-02
	0.00%
	3.33%

	2002-03
	0.00%
	3.41%

	2003-04
	0.00%
	5.46%

	2004-05
	0.00%
	6.48%

	2005-06
	-0.37%
	4.43%

	2006-07
	0.00%
	5.37%

	2007-08
	0.12%
	4.71%

	2008-09
	-0.64%
	8.34%

	2009-10
	0.00%
	3.4% 
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257. Further, it may be noted that retail tariff in case of Orissa is one of the lowest as may be seen from Economic Survey, 2008-09 laid in the Parliament. The table and graph below explains the position.

Comparative Tariff for a consumer at HT level for 5 MW load in various States
State



Tariff (Paise per Kwh)
Orissa




245-290

Maharashtra



390

Kerala




340

Karnataka



490

Chhattisgarh



337

Andhra Pradesh


255-287

West Bengal



245-330
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258. While all attempts have been made to protect the interest of the consumers, as required under Tariff Policy 2006, equal emphasis has been given for ensuring efficient functioning of the distribution companies. This is evident from the fact that the high levels of distribution loss and AT&C loss projected by the distribution companies have not been accepted by the Commission in determining the Retail tariff for the respective years. Commission has consistently adopted a normative target for reduction of distribution losses and AT&C losses. This would be seen from the table given below:-

Comparison of Various Parameters of Approval in Business Plan dt.28.02.2005 (Case No.115/2004) Vrs. ARR & ACTUAL
Table -24 (A)
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DISTRIBUTION LOSS (%)

CESCO 40.94 43.0 35.9 43.0 39.8 30.9 39.8 39.0 39.0 41.5 36.0 36.0 42.9

NESCO 46.98 41.4 42.0 41.4 43.7 34.8 43.7 38.0 38.0 39.4 35.0 35.0 37.1

WESCO 41.08 38.3 36.1 38.3 39.0 31.1 39.0 34.0 34.0 36.4 31.0 31.0 37.8

SOUTHCO 40.89 39.1 35.9 39.1 42.4 30.9 42.5 39.0 39.0 40.5 36.0 36.0 41.1

ALL ORISSA 42.21 40.7 37.2 40.7 40.8 31.9 40.8 37.1 37.1 39.2 34.2 34.2 39.6

COLLECTION EFFICIENCY (%)

CESCO 85.0 78.9 87.5 79.9 81.2 90.0 82.1 83.0 83.0 83.5 86.0 86.0 88.9

NESCO 85.0 81.5 87.5 81.5 88.1 90.0 85.5 92.0 92.0 95.6 93.0 93.0 90.2

WESCO 85.0 85.4 87.5 85.4 88.3 90.0 88.0 90.0 90.0 91.7 92.0 92.0 93.7

SOUTHCO 85.0 82.6 87.5 83.4 84.2 90.0 88.2 89.0 89.0 100.5 91.0 91.0 95.3

ALL ORISSA (*) 85.0 81.7 87.5 82.5 85.3 90.0 85.5 88.2 88.2 91.0 90.4 90.4 91.6

AT & C  LOSS (%)

CESCO 49.8 55.0 43.9 54.5 51.1 37.8 50.6 49.4 49.4 51.1 45.0 45.0 49.2

NESCO 54.9 52.2 49.2 52.2 50.4 41.4 51.8 43.0 43.0 42.1 39.6 39.6 43.2

WESCO 49.9 47.3 44.1 47.3 46.2 38.0 46.4 40.6 40.6 41.7 36.5 36.5 41.7

SOUTHCO 49.8 49.8 43.9 49.3 51.6 37.8 49.3 45.7 45.7 40.2 41.8 41.8 43.9

ALL ORISSA (*) 50.9 51.6 45.0 51.1 49.4 38.7 49.3 44.5 44.5 44.7 40.5 40.5 44.7

(*) NB: AT & C Loss of All ORISSA has been calculated based on  average collection efficiency of Distcos

 2001-02                        
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on 10 

months 

Actual) 

2002-03 2003-04 2004-05 2005-06


Table – 24 (B)
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CESCO 33.0 33.0 43.5 30.0 29.3 41.5 29.3 40.34 26.3 39.0

NESCO 32.0 31.5 33.2 29.0 26.0 31.2 25.5 34.57 23.0 32.2

WESCO 28.0 33.7 36.4 25.0 25.0 36.1 25.0 33.55 22.5 33.8

SOUTHCO 33.0 33.0 43.4 30.0 30.4 45.5 30.4 47.78 27.9 47.9

ALL ORISSA 31.2 32.8 38.6 28.2 27.1 37.5 27.0 37.50 24.4 36.7

CESCO 89.0 89.0 92.8 92.0 92.0 92.4 95.0 91.8 98.0 96.7

NESCO 94.0 94.0 88.7 94.0 94.0 93.2 95.0 93.8 98.0 90.5

WESCO 94.0 94.0 94.3 96.0 96.0 92.9 96.6 95.5 98.0 96.0

SOUTHCO 93.0 93.0 94.3 94.0 94.0 94.1 94.0 93.9 98.0 91.2

ALL ORISSA (*) 92.4 92.5 92.4 94.1 94.2 92.9 95.4 93.9 98.0 94.4

CESCO 40.4 40.4 47.6 35.6 35.0 45.9 32.8 45.23 27.8 41.0

NESCO 36.1 35.6 40.7 33.3 30.4 35.9 29.2 39.48 24.5 38.6

WESCO 32.3 37.7 40.0 28.0 28.0 40.7 27.5 37.63 24.0 36.4

SOUTHCO 37.7 37.7 46.6 34.2 34.6 48.7 34.6 50.80 29.4 52.5

ALL ORISSA (*) 36.4 37.9 43.3 32.4 31.4 41.9 30.4 41.89 26.0 40.3

(*) NB: AT & C Loss of All ORISSA has been calculated based on  average collection efficiency of DISCOMs

DISTRIBUTION LOSS (%)

2006-07 2009-10 2008-09
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259. It is unfortunate to observe that the Distribution Companies have miserably failed to live upto their own expectation of reduction of the loss level they themselves projected in the year 2001-02 before the Kanungo Committee. It would have to be clearly recognized that power sector will remain unviable until T&D losses are brought down significantly and rapidly. A large number of states have been reporting losses of less than 40% in the recent years. In this connection, it would be relevant to indicate the actual achievement of loss reduction by different DISCOMs of Orissa.

Table – 25
Actual Distribution Loss and AT&C Loss (in %)
	Licensees
	
	00-01
	01-02
	02-03
	03-04
	04-05
	05-06
	06-07
	07-08
	08-09

	CESU
	Dist. Loss
	44.89
	48.81
	43.03
	39.76
	41.49
	42.86
	43.52
	41.48
	40.34

	
	AT&C Loss
	58.94
	63.57
	54.48
	50.57
	51.12
	49.18
	47.58
	45.93
	45.23

	NESCO
	Dist. Loss
	44.44
	51.00
	41.38
	43.66
	39.40
	37.08
	33.22
	31.17
	34.57

	
	AT&C Loss
	54.38
	63.57
	52.25
	51.85
	42.09
	43.24
	40.75
	35.88
	39.48

	WESCO
	Dist. Loss
	43.20
	46.44
	38.29
	39.02
	36.38
	37.80
	36.36
	36.13
	33.55

	
	AT&C Loss
	54.94
	57.18
	47.30
	46.36
	41.66
	41.75
	39.99
	40.65
	37.63

	SOUTHCO
	Dist. Loss
	42.52
	40.47
	39.14
	42.45
	40.50
	41.07
	43.39
	45.49
	47.78

	
	AT&C Loss
	52.10
	52.80
	49.26
	49.27
	40.22
	43.86
	46.61
	48.73
	50.80

	All Orissa
	Dist. Loss
	44.01
	47.47
	40.75
	40.75
	39.21
	39.60
	38.57
	37.48
	37.50

	
	AT&C Loss
	55.92
	60.31
	51.15
	49.35
	44.68
	44.69
	43.25
	41.89
	41.89


Table – 26
Distribution Loss at LT Level (in %)

(Based on Filing of Licensees)

	
	01-02
	02-03
	03-04
	04-05
	05-06
	06-07
	07-08
	08-09
	09-10*

	CESU
	54.5
	49.6
	46.4
	47.4
	49.7
	53.2
	53.8
	53.24
	52.20

	NESCO
	65.1
	58.8
	62.1
	60.6
	59.2
	59.5
	59.3
	59.40
	52.70

	WESCO
	63.3
	58.6
	63.4
	65.0
	65.5
	65.0
	65.3
	65.65
	55.40

	SOUTHCO
	46.7
	45.9
	50.2
	47.8
	49.6
	52.4
	54.9
	57.63
	54.40

	ALL ORISSA
	57.6
	53.1
	54.9
	54.9
	55.8
	57.5
	58.2
	58.63
	53.50


(* Estimated by the Licensee for 2009-10)

Table – 27
Collection Efficiency (in %)

	
	01-02
	02-03
	03-04
	04-05
	05-06
	06-07
	07-08
	08-09
	09-10*

	CESU
	71.2
	79.9
	82.1
	83.5
	88.9
	92.81
	92.39
	91.80
	95.00

	NESCO
	74.3
	81.5
	85.5
	95.6
	90.2
	88.74
	93.16
	92.50
	96.00

	WESCO
	79.9
	85.4
	88.0
	91.7
	93.6
	94.29
	92.91
	93.86
	97.00

	SOUTHCO
	79.3
	83.4
	88.2
	100.5
	95.3
	94.31
	94.05
	94.21
	96.00

	ALL ORISSA
	75.5
	82.4
	85.5
	91.0
	91.6
	92.37
	92.94
	92.98
	96.00


(* Estimated by the licensee)

260. Reduction of 1% in AT&C loss in monetary terms works out roughly Rs.50 crore per annum. As pointed out in the meeting of the State Advisory Committee held on 18.02.2010 if the distribution companies achieve a reduction of 10% of AT&C loss from the present level of 41.89% as in 2008-09, it would fetch Rs.500 crore to the distribution sector which will be otherwise available for system up gradation and improving the quality supply of power to the consumers.
261. Though the Tariff Policy envisages fixation of tariff realistically, the interest of the consumers, who are the focal points in the power distribution sector have to be safeguarded and protected but at the same time ensuring financial viability of the distribution sector. In this context, it is to be noted that during the course of public hearing the representatives of various consumer groups vehemently opposed any increase in present tariff. They argued that the consumers should not be burdened for the inefficient operation of the distribution licensees, rather there is justification for reduction of tariff which should be achieved by effectively reducing the high distribution loss as well as the aggregate technical and commercial loss (AT&C). They pointed out that when the AT&C loss at LT level is around 74.78% for WESCO means that out of every 100 units purchased there is no revenue realization for 75 units. Improvement in their financial condition will not be possible by merely increasing the tariff when they are not able to collect the cost of about 75 units out of 100 units purchased for LT distribution. This would lead to a situation of pouring water in to a leaking bucket.

262. There is sufficient force and justifications in the objections raised by the representatives of various consumer groups who have participated in the public hearings as well as the Workshop held on 05.01.2010. The distribution companies themselves furnished the level of distribution loss to the Sovan Kanungo Committee for the year 2001-02 at 42.21% on the average for the 4 distribution companies excluding the loss in EHT transmission system (NESCO–46.98%, WESCO – 41.08%, SOUTHCO – 40.89% and CESCO – 40.94%). The OERC in its order dated 28th February, 2005 in Case No.115 of 2004 while approving the Business Plan of WESCO, NESCO, SOUTHCO & CESCO (now CESU) treated financial year 2002-03 as the reference year and accepted audited figures with regard to distribution loss, collection efficiency for subsequent use. Accordingly, Commission finally set the trajectory of reduction of distribution loss and AT&C loss from 2005-06 to 2007-08 for the 4 distribution utilities taking the loss figure for FY 2002-03 as reference year. In the meantime, the DISCOMs have also filed their application regarding their Business Plan starting from 2008-09 for a period of 5 years wherein they have made their own projection for reducing the distribution loss.

263. In the meantime there has been steady price rise of different essential commodities from 2000-01 to 2009-10. The cost of sugar which was Rs.17/- per kg in 2000-01 has increased to Rs.23.00 per kg in 2008-09. The rate of salt which was Rs.2.20 in 2000-01 has increased to Rs.8.42 per kg in 2008-09.  The cost of kerosene which was Rs.10.00 has increased to Rs.18.06 per litre in 2008-09. The cost of various essential commodities which has been increased from year to year is furnished below which shows there has been steady rise in price:-
Table – 28 (A)
Price rise of different essential commodities from 2000-01 to 2009-10

	Commodities
	2000-01
	% of
rise
	2001 -02
	% of
rise
	2002 -03
	% of
rise
	2003 -04
	% of
rise
	2004 – 05
	% of
rise

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	Potato /Kg.
	5.10
	 
	7.32
	43.53
	6.28
	-14.21
	5.62
	-10.51
	6.69
	19.04

	Onion /Kg.
	7.02
	 
	7.69
	9.54
	6.93
	-9.88
	9.14
	31.89
	7.57
	-17.18

	Salt /Kg.
	2.20
	 
	2.27
	3.18
	2.49
	9.69
	3.10
	24.50
	4.34
	40.00

	Sugar /Kg.
	16.94
	 
	16.92
	-0.12
	15.50
	-8.39
	16.05
	3.55
	18.72
	16.64

	Kerosene/ 1 liter
	9.99
	 
	11.88
	18.92
	12.39
	4.29
	12.64
	2.02
	13.38
	5.85

	Rice /Kg.
	8.42
	 
	7.61
	-9.62
	6.99
	-8.15
	8.40
	20.17
	8.63
	2.74

	(Open Market)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Paddy/quintal 
	510.00
	 
	530.00
	3.92
	530.00
	0.00
	550.00
	3.77
	560.00
	1.82

	(Appr. By Govt.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Wheat /quintal 
	 
	 
	 
	 
	620.00
	 
	630.00
	1.61
	640.00
	1.59

	(Appr. By Govt.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Fish /Kg.
	47.12
	 
	49.58
	5.22
	49.79
	42.00
	50.90
	2.23
	53.62
	5.34

	Egg per dozen
	1.77
	 
	1.78
	0.56
	1.79
	0.56
	1.80
	0.56
	1.87
	3.89

	Chicken /Kg.
	77.47
	 
	78.85
	1.78
	77.61
	-1.57
	75.80
	-2.33
	79.25
	4.55

	Mutton /Kg.
	104.78
	 
	108.78
	3.82
	112.62
	3.53
	115.86
	2.88
	121.50
	4.87


Table – 28 (B)
	
	2005-06
	% of 
rise
	2006-07
	% of
rise 
	2007-08
	% of 
rise
	2008-09
	% of 
rise
	2009-10
	% of
rise 

	1
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21

	Potato /Kg.
	7.41
	10.76
	8.38
	13.09
	8.71
	3.94
	8.67
	-0.46
	 
	 

	Onion /Kg.
	8.42
	11.23
	10.15
	20.55
	11.43
	12.61
	13.83
	21.00
	 
	 

	Salt /Kg.
	4.86
	11.98
	6.92
	42.39
	7.51
	8.53
	8.42
	12.12
	 
	 

	Sugar /Kg.
	20.83
	11.27
	19.95
	-4.22
	17.28
	-13.38
	22.93
	32.70
	 
	 

	Kerosene/ 1 liter
	15.94
	19.13
	16.08
	0.88
	17.35
	7.90
	18.06
	4.09
	 
	 

	Rice /Kg.
	8.84
	2.43
	9.17
	3.73
	11.17
	21.81
	13.03
	16.65
	 
	 

	(Open Market)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Paddy/quintal 
	570.00
	1.79
	580.00
	1.75
	645.00
	11.21
	850.00
	31.78
	 
	 

	(Appr. By Govt.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Wheat /quintal 
	650.00
	1.56
	750.00
	15.38
	 
	-100.00
	1000.00
	 
	 
	 

	(Appr. By Govt.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Fish /Kg.
	53.30
	-0.60
	59.79
	12.18
	65.17
	9.00
	74.97
	15.04
	 
	 

	Egg per dozen
	1.85
	-1.07
	2.11
	14.05
	2.39
	13.27
	2.82
	17.99
	 
	 

	Chicken /Kg.
	80.40
	1.45
	85.25
	6.03
	87.65
	2.82
	104.38
	19.09
	 
	 

	Mutton /Kg.
	128.93
	6.12
	144.47
	12.05
	155.58
	7.69
	178.98
	15.04
	 
	 



Source: (1) Paddy & Wheat from Food Supplies & Consumer Welfare Dept. (M.I. 

Cell) (2) other items from directorate of Economics & Statistics, Orissa.

264. The State is in a peculiar scenario at present with power shortage of about 900 MW during evening peak-hours (from 5 PM to 10 PM) and 700 MW during morning peak-hours (6 AM to 10 AM) and about 200 MW in the remaining 15 hours. The need of the hour, therefore, to regulate power in such a way so as to limit energy consumption to above 10 to 11 MU/day. This general shortage is likely to persist till the onset of the next monsoon i.e. upto July, 2010. As per Section 61 I of the Electricity Act, 2003, the Commission while fixing tariff is also mandated to be cautious about economical use of the resources. At this juncture of power scarcity, every unit of electricity is precious. Therefore, the Commission has analyzed the consumption and generation detail projected by the Licensee and the GRIDCO respectively threadbare and has approved the quantum judiciously. 

265. If the DISCOMs scrupulously adhere to the schedule at this crisis hour, then, we are sure of getting out of this extraordinary scenario comfortably without burdening the consumer of the State in general and GRIDCO in particular with the liability of purchasing high cost power. If the drawl schedule by DISCOMs is deviated for whatsoever reason, then, DISCOMs have to pay for it through UI mechanism which the Commission is going to charge to the DISCOMs very soon through Intra-State ABT.
266. Based on the normative loss level adopted by the Commission tariff has been fixed from year to year basis. In the meantime the cost of coal, other fuels required for thermal power has increased many fold. The price of distribution transformers, conductors and other accessories for distribution network have also increased manifolds from 2001-02. Added to this, there has been rise in salary and wages of the employees of the distribution companies. The salary for the executives has been revised from 01.01.2006 and for the workman from 01.4.2005. This has cast an additional burden on the finances of OHPC, OPTCL, GRIDCO as well as all the distribution companies. There is also need for providing fund under Repair and Maintenance to enable the distribution companies to take up the minimum repair and maintenance work. In fact, all most all Members of the State Advisory Committee in the meeting held on 18.02.2010 have stated that there should not be any objection for rise in tariff but distribution companies must ensure quality power supply. They further, however, added that rise should not be at one go and may be done in a phased manner so that the consumers can afford to pay the enhance tariff in different years.

267. Retail Tariff is a price which depends upon several variable factors such as BSP, transmission cost, distribution loss, O&M cost and investment for expansion and upgradation, etc. Although MYT principles make the tariff predictable, it can’t fix it at a particular level. Rise and fall in tariff can take place at any particular year depending upon the components which go into the tariff. As already stated in para 6, there have been no retail tariff rises on the average since 2001-02 except some minor changes here and there. In fact the annual increase in retail tariff has been much smaller and sometime negligible as compared to the prevailing average rate of inflation in the post-reform period which may be seen from the table 23. Normally tariff should at least keep pace with inflation otherwise the investors are likely to get negative return. As indicated earlier in table-23, if we consider the price rise as measured by the increase in the Whole Price Index (WPI), it would be seen that the effective real rise in tariff has been of the order of (-) 29.76% as on today (price rise 6% for 2008-09 and 4% for 2009-10 assumed). This means the tariff rise as approved by the Commission is much less as compared to the rise in general prices. 

Let us examine the movement of components which go into the retail tariff.

268. The major component of retail tariff is the power purchase cost or BSP of DISCOMs. It can be seen that the average Bulk Supply Price (including transmission charges) has increased from 138.21 P/U in 2001-02 to 143.20 P/U in 2009-10. During the same period the average rate of power purchase of GRIDCO has gone up from 94.60 P/U in 2001-02 to 148.27 P/U in 2009-10 including transmission cost. That means when the power purchase cost of GRIDCO has gone up by 56.73% and the BSP through which GRIDCO recovers its costs including transmission charge has gone up merely by 3% during the same period. The differential rise has been absorbed by GRIDCO through a revenue gap allowed by the Commission to insulate the general consumers from retail tariff rise. The said revenue gap of GRIDCO was bridged by UI and trading of surplus power. The earning from UI charges and trading had helped in the past to reduce the revenue gap to a large extent. But the situation in the current year has taken a very serious turn with failure of hydrology and consequential less generation by OHPC power plants. GRIDCO has no alternative but to go for purchasing costly power through UI, trading and from CGP sources to supply uninterrupted power to consumers of the State.

269. With the rise in number of consumers and increase in consumption level by various consumer groups due to rapid industrialization and launching of rural electrification work under RGGVY and BGJY the gap between demand and supply is increasing. During 2008-09 when the average peak demand of energy was 3062 MW, the availability was 2987 MW, the peak demand deficit being 2.4%. Similarly, when the energy requirement was 20519 MU energy available during 2008-09 was 20214 MU, the energy deficit being 1.5%. The graph below shows how the excess availability over demand has gradually reduced from 2002-03 and has ended up in deficit during 2008-09.
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270. Further, since there has been no addition to hydro generation after Indravati Hydro Station was commissioned on 19.01.2001, more reliance is being placed on comparatively costly thermal power. This is evident from the fact that when state hydro generation was 56.67% of the total state demand in 2004-05, it has reduced to 30.33% in 2008-09 and below 30% in 2009-10. Even if hydro generation was maintained at 2004-05 level, its share in total requirement in 2008-09 would have been 37.73% instead of 30.33% from 56.67% in 2004-05. It shows that there has been no addition of capacity in hydro sector in spite of demand rise of around 50% (Table 29).
Table – 29
	
	2004-05
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10 (upto Jan.’10)

	State demand in MU
	12499.45
	13483.75
	15119.93
	17212.51
	18771.82
	16297.24

	State hydro generation for sale
	7087.82
	5234.48
	7357.58
	7885.81
	5826.12
	3471.00

	% of state hydro to total state demand
	56.71
	38.82
	48.66
	45.81
	31.04
	21.30


271. As per the information available with the Commission the average power purchase cost of GRIDCO has sky rocketed in this fiscal and has reached 185.02 P/U by September, 2009 and 202 paise by January, 2010 against OERC approval of 148.30 P/U for current year due to rise in fuel price and higher demand. GRIDCO has already incurred a loan of Rs.1200 crore from banks and financial institutions to meet its power purchase requirement without resorting to power regulation till January, 2010. The Commission has approved the average power purchase cost of GRIDCO for ensuing year by applying normative principle which will be ​​​174.58 P/U registering a rise of 17.30 % over the last year. If the bulk supply price of GRIDCO is not allowed to be revised upward then GRIDCO will not be in a position to absorb the differential cost through revenue gap management alone, because the State has been power deficit from FY 2009-10 onwards from a power surplus State leaving little power for GRIDCO for inter-State trading. In the recent months the earning of GRIDCO on account of UI and trading have become almost nil due to drastic reduction of hydro generation in percentage term of total required which is key to such operation. Therefore, the Commission has no alternative but to revise average BSP of DISCOMs from 143.20 P/U (including transmission charges) to 193.75 P/U (170.25 + 23.54) registering a 35 % rise. 
272. The next component of retail supply tariff is the distribution loss. As per MYT principle approved by the Commission, distribution loss is a controllable input of tariff. The Commission had approved a loss reduction trajectory in its Business Plan Order for the control period 2004-05 to 2007-08. As per these principles, any loss incurred by DISCOMs beyond the level approved in Business Plan shall be entirely borne by them. But unfortunately the DISCOMs have not achieved the target distribution loss level since their creation till today which has been discussed elsewhere in this order. (Table -24 A and 24 B)
273. Therefore, the DISCOMs have been bearing the non-achieved part of the reduction of distribution loss. The quantum of unachievable loss eats into their approved amount of O&M, Return on Equity and investment, etc. As the revenue of DISCOMs is escrowed with GRIDCO, they have nothing left in their account after full BSP is paid to GRIDCO. The liquid cash crunch has made them helpless to arrest huge distribution loss which can be met only through investment in a number of technological fronts like replacement of bare conductors with AB cable, adoption of HVDS, upgradation of existing distribution transformer, phase balancing, energy audit including pole scheduling and consumer indexing etc. The liquidity crunch not only affects their loss reduction drive but also affects the quality of supply. As a result of poor or negligible maintenance, the snapping of old conductors, uprooting of poles and burning of transformers have become order of the day. This has led to plaguing of vast areas with frequent power interruption. To add to the woos of DISCOMs, there have been continuous upward trend in LT consumer base due to rural electrification, and general increase in number of households. All these as stated above have necessitated more allocation of funds to DISCOMs.

274. As far as the APDRP Scheme is concerned, the Ministry of Power may consider the participation of private utilities after 31.07.2010. In Orissa as all the distribution utilities having been privatized are not eligible for APDRP assistance upto that period. So they have to arrange their own funds from REC/PFC. The cost of the debt fund shall have to be passed on to the tariff. But it is also not easy for them to access loan from financial institution as all their assets including future assets have been hypotheticated to GRIDCO as per tripartite agreement signed for servicing of NTPC bonds of Rs.400 crore
275. Currently retail tariff has been kept within ± 20% of average cost of supply following Tariff Policy. Now, that the cost of supply to the retail consumers shall go up substantially, the retail tariff may have to increase accordingly to keep the cross subsidy within ± 20% of average cost of supply as prescribed in Tariff Policy.

276. Keeping in view the need to improve efficiency of operation of the distribution companies, the need for providing fund to enable them to take repair and maintenance of distribution network and as well as to enable GRIDCO to pay the cost of procurement of power from the generating companies, the overall tariff rise for the year 2010-11 has been limited to 25.40% over the average tariff for the year 2010-11. Keeping in view the affordability, the Retail tariff has been designed for various types of consumers. While designing the tariff the Commission has kept in view the need for providing upto 30 units per month to BPL category consumers at a nominal flat amount of Rs.30.00 per month. The affordable level for the domestic consumers has also been taken into account. There is also need to ensure agricultural productivity as well as encourage development of allied agricultural activities, allied agro industrial activities. There has been no change in tariff for BPL consumers up to 30 units per month. There is no change of tariff for consumption of 1st 100 KwH by the domestic consumers. There has been no change in tariff for supply of power to irrigation, pumping & agriculture and allied agricultural activities. Further, while designing retail tariff, care has been taken to ensure that the tariffs for HT & EHT industries are kept within +20% of the average cost of supply of power. This is necessary to keep the cost of supply to the subsidizing consumers within +20% of the average cost of supply of power to all type of consumers taken together.


Purchase and Sale of Power by DISCOMs

Power Purchase 


CESU

277. The month-wise power purchase data for current Financial Year upto December, 2009 is available with us. It is seen that CESU has not been able to meet its full requirement of power in the months of October to December, 2009. Therefore, it will be logical to accept the trend of power purchase for CESU during April to September, 2009 as a basis for forecasting power purchase during FY 2010-11. The average of first six months of power purchase is prorated for the whole year to arrive at the estimated power purchase in FY 2009-10 which is found to be 6377.3 MU. It will be prudent to add power purchase for additional sale in HT and EHT during FY 2010-11 to arrive at projected power purchase figure of FY 2010-11. Therefore, the projected power purchase for CESU will be 6377.3+42.7 MU (additional) = 6420 MU. Therefore, we approve a power purchase figure of 6420 MU for CESU for FY 2010-11.

NESCO

278. The month-wise power purchase data for current Financial Year up to December, 2009 is available with us. Therefore, it will be logical to accept the trend of power purchase for NESCO during last six months (July to December, 2009) as a basis for forecasting power purchase during FY 2010-11. The average of last six months of power purchase is prorated for the whole year to arrive at the estimated power purchase in FY 2009-10 which is found to be 4783.6 MU. It will be prudent to add power purchase for additional sale in HT and EHT during FY 2010-11 to arrive at projected power purchase figure of FY 2010-11. Therefore, the projected power purchase for NESCO will be 4783.6+338.2 MU (additional) = 5121.8 MU. Therefore, we approve a power purchase figure of 5122 MU for NESCO for FY 2010-11.


WESCO

279. The month-wise power purchase data for current Financial Year up to December, 2009 is available with us. Therefore, it will be logical to accept the trend of power purchase for WESCO during last six months (July to December, 2009) as a basis for forecasting power purchase during FY 2010-11. The average of last six months of power purchase is prorated for the whole year to arrive at the estimated power purchase in FY 2009-10 which is found to be 6385.5 MU. It will be prudent to add power purchase for additional sale in HT and EHT during FY 2010-11 to arrive at projected power purchase figure of FY 2010-11. But there will be reduction of power purchase of 141.1 MU due to less drawal in EHT. Therefore, the projected power purchase for WESCO will be 6385.5 - 141.1 = 6244.4 MU. Therefore, we approve a power purchase figure of 6244 MU for WESCO for FY 2010-11.


SOUTHCO

280. The month-wise power purchase data for current Financial Year upto December, 2009 is available with us. Therefore, it will be logical to accept the trend of power purchase for SOUTHCO during last six months (July to December, 2009) as a basis for forecasting power purchase during FY 2010-11. The average of last six months of power purchase is prorated for the whole year to arrive at the estimated power purchase in FY 2009-10 which is found to be 2316.8 MU. It will be prudent to add power purchase for additional sale in HT and EHT during FY 2010-11 to arrive at projected power purchase figure of FY 2010-11. Therefore, the projected power purchase for SOUTHCO will be 2316.8+50.8 MU (additional) = 2367.6 MU. Therefore, we approve a power purchase figure of 2368 MU for SOUTHCO for FY 2010-11.


Energy Sales

281. The energy sales data of DISCOMs at different voltage level from April, 2009 to December, 2009 are available with us.


CESU


EHT Sales

282. It will be prudent to accept that the trend sales in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in EHT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 1046.94 MU. CESU projects an additional sale of 1.72 MU to M/s. Arati Steel in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at EHT level. Hence, we approve the EHT sales of CESU for FY 2010-11 i.e. (1046.94+1.72 = 1048.66 MU) at 1048.70 MU. 


HT Sales 

283. Similarly it will be prudent to accept that the trend of sales in HT level in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in HT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 825.56 MU. CESU projects an additional sale of 37.72 MU due to upcoming HT industries having CD > 1 MVA in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at HT level. Hence, we approve the HT sales of CESU for FY 2010-11 i.e. (825.56+37.72 = 863.28 MU) at 863.30 MU. 


LT Sales

284. The Commission observes that the commercial behaviour of all the four DISCOMs are more or less the same throughout Orissa. The LT network status of DISCOMs across the state is also uniform. Therefore, there is no reason why LT loss target of all the DISCOMs cannot be uniform. The improvement in LT performance is the basic criteria for turning around the business of DISCOMs. Hence, for FY 2010-11 we approve a uniform LT loss target for all the DISCOMs at 29.4 %. The DISCOM has to make all out efforts to achieve this targeted licensee. Considering power purchase of 6420 MU during FY 2010-11 and applying 8% and 29.4% loss target respectively for HT and LT we arrive at a LT sale figure of 2879.3 MU for CESU during FY 2010-11 and approve the same. Thus total energy sale for CESU estimated at 4791.3 MU for 2010-11 against approved purchase of 6420 MU.

NESCO


EHT Sales

285. It will be prudent to accept that the trend of sales in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in EHT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 1551.67 MU. NESCO projects an additional sale of 211.96 MU particularly to M/s. Jindal Steels and Power, M/s. MiShrilal Mines, M/s. MSP Sponge and M/s. Rohit Ferrotech etc. in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at EHT level. Hence, we approve the EHT sales of NESCO for FY 2010-11 i.e. (1551.67+211.96 = 1763.63 MU) at 1763.63 MU. But Licensee has projected a higher sale of 1794.60 MU for 2010-11 and we approve it at 1794.60 MU.


HT Sales

286. Similarly it will be prudent to accept that the trend of sales in HT level in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in HT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 662.39 MU. NESCO projects an additional sale of 14 MU due to upcoming HT industries having CD > 1 MVA in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at HT level which is 662.39+14 = 676.39 MU. But the Licensee is optimistic about higher sale due growth of Load Factor etc and projected a sale of 750.01 MU for FY 2010-11. Hence, we approve the HT sales of NESCO for FY 2010-11 at 750 MU. 


LT Sales 

287. We have approved LT loss target for NESCO at 29.4% considering the logic described above. Considering power purchase of 5122 MU during FY 2010-11 and applying 8% and 29.4% loss target respectively for HT and LT we arrive at a LT sale figure of 1631.7 MU for NESCO during FY 2010-11 and approve the same. The DISCOM has to make all out efforts to achieve this loss level. Thus total energy sale for NESCO estimated at 4176.3 MU for 2010-11 against approved purchase of 5122 MU.

WESCO


EHT Sales

288. It will be prudent to accept that the trend of sales in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in EHT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 1708.25 MU. WESCO projects a reduction of sale of 190 MU particularly due to no drawal by M/s. Vedanta and M/s. Adhunik Steel Ltd. etc. in FY 2010-11. Therefore, it will be quite reasonable to reduce this sale from the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at EHT level. Hence, the EHT sales of WESCO for FY 2010-11 is likely to be (1708.25-190 = 1518.25 MU) 1518.25 MU. But due to reduction of drawal of M/s. Bhusan owing to its CGP generation, WESCO has projected a sale of 1383 MU for FY 2010-11. Therefore, we approve a sale of 1383 MU for WESCO at EHT for FY 2010-11.


HT Sales

289. Similarly it will be prudent to accept that the trend of sales in HT level in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in HT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 1393.67 MU. WESCO projects an additional sale of 45 MU due to upcoming HT industries having CD > 1 MVA in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at HT level. Hence, HT sales of WESCO for FY 2010-11 is likely to be (1393.67+45 = 1438.67 MU) at 1438.67 MU. But licensee has projected a higher sale of 1563 MU in FY 2010-11. Therefore, we approve a HT sale of 1563 MU for FY 2010-11. 


LT Sales 

290. We have approved a LT loss target for WESCO at 29.4% considering the logic described in CESU. Considering power purchase of 6244 MU during FY 2010-11 and applying 8% and 29.4% loss target respectively for HT and LT we arrive at a LT sale figure of 2053.8 MU for WESCO during FY 2010-11 and approve the same. The DISCOM has to make all out efforts to achieve the targeted loss level. Thus total energy sale for WESCO estimated at 4999.8 MU for 2010-11 against approved purchase of 6244 MU.

SOUTHCO


EHT Sales

291. It will be prudent to accept that the trend of sales in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in EHT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 248.24 MU. SOUTHCO projects an additional sale of 39.55 MU in EHT for FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at EHT level. Hence, we approve the EHT sales of SOUTHCO for FY 2010-11 i.e. (248.24+39.55 = 287.79 MU) at 287.80 MU. 


HT Sales

292. Similarly it will be prudent to accept that the trend of sales in HT level in the last six months (July to December, 2009) will most likely be maintained in the remaining three months of the current year. The average sales in HT for the last six months prorated for the whole year FY 2009-10 have been estimated to be 228.47 MU. SOUTHCO projects an additional sale of 10.37 MU due to upcoming HT industries having CD > 1 MVA in FY 2010-11. Therefore, it will be quite reasonable to add this additional sale to the estimated sales of FY 2009-10 to arrive at the projected sale for FY 2010-11 at HT level. Hence, we approve the HT sales of SOUTHCO for FY 2010-11 i.e. (228.47+10.37 = 238.84 MU) at 238.80 MU. 


LT Sales 

293. We have approved a LT loss target for SOUTHCO at 29.4% considering the logic described in CESU. Considering power purchase of 2368 MU during FY 2010-11 and applying 8% and 29.4% loss target respectively for HT and LT we arrive at a LT sale figure of 1182.5 MU for SOUTHCO during FY 2010-11 and approve the same. The DISCOM has to make all out efforts to achieve the loss level fixed by the Commission. Thus total energy sale for SOUTHCO estimated at 1709.1 MU for 2010-11 against approved purchase of 2368 MU.
Table - 30
Approval of Power Purchase and Sale for DISCOMs for FY 2010-11 (In MU)

	Licensee
	CESU 
	NESCO 
	WESCO 
	SOUTHCO
	All Orissa

	Purchase
	6420
	5122
	6244
	2368
	20154

	Sale
	

	EHT
	1048.7
	1794.6
	1383.0
	287.8
	4514.0

	HT
	863.3
	750.0
	1563.0
	238.8
	3415.1

	Total HT & EHT
	1912.0
	2544.6
	2946.0
	526.6
	7929.1

	LT sale
	2879.3
	1631.7
	2053.8
	1182.5
	7747.4

	Total Sale
	4791.3
	4176.3
	4999.8
	1709.1
	15676.5


294. The Commission has month-wise drawal data of different DISCOMs from FY 2006-07 to 2008-09. Basing on the data of the last three years the following pattern of drawal has been found out. 
Table – 31
Month-Wise Drawal Pattern for DISCOMs from FY 2006-07 to 2008-09

	 
	CESU
(MU)
	%age of Drawal
	NESCO
(MU)
	%age of Drawal
	WESCO
(MU)
	%age of Drawal
	SOUTHCO
(MU)
	 %age of Drawal

	April
	1291
	8.33%
	1087
	8.24%
	958
	7.82%
	811
	7.95%

	May
	1283
	8.27%
	1049
	7.95%
	968
	7.91%
	824
	8.08%

	June
	1247
	8.04%
	1036
	7.86%
	967
	7.90%
	789
	7.74%

	July
	1332
	8.59%
	1083
	8.21%
	994
	8.12%
	850
	8.34%

	August
	1317
	8.49%
	1059
	8.03%
	1036
	8.46%
	827
	8.11%

	September
	1282
	8.27%
	1025
	7.77%
	1009
	8.24%
	862
	8.46%

	October
	1355
	8.74%
	1122
	8.51%
	1066
	8.71%
	872
	8.55%

	November
	1230
	7.93%
	1075
	8.15%
	990
	8.09%
	843
	8.27%

	December
	1241
	8.00%
	1150
	8.72%
	1045
	8.53%
	874
	8.57%

	January
	1265
	8.16%
	1175
	8.91%
	1085
	8.86%
	897
	8.80%

	February
	1214
	7.83%
	1108
	8.40%
	1002
	8.18%
	803
	7.88%

	March
	1448
	9.34%
	1220
	9.25%
	1124
	9.18%
	943
	9.25%

	Total Drawal
	15505
	 
	13189
	 
	12244
	 
	10195
	 


Now the Commission approves the following month-wise schedule of drawal for DISCOMs during FY 2010-11.
Table – 32
Schedule of Drawal of DISCOMs in different Months of FY 2010-11 (MU)

	Months
	CESU
	NESCO
	WESCO
	SOUTHCO
	All Orissa

	April 2010
	534.551
	422.141
	488.546
	188.372
	1633.610

	May 2010
	531.239
	407.383
	493.645
	191.391
	1623.658

	June 2010
	516.333
	402.335
	493.135
	183.262
	1595.065

	July 2010
	551.528
	420.587
	506.904
	197.430
	1676.449

	August 2010
	545.317
	411.267
	528.323
	192.088
	1676.995

	September 2010
	530.825
	398.063
	514.554
	200.217
	1643.659

	October 2010
	561.051
	435.733
	543.622
	202.540
	1742.946

	November 2010
	509.294
	417.480
	504.864
	195.804
	1627.442

	December 2010
	513.848
	446.607
	532.912
	203.005
	1696.372

	January 2011
	523.786
	456.316
	553.311
	208.347
	1741.760

	February 2011
	502.669
	430.296
	510.984
	186.513
	1630.462

	March 2011
	599.559
	473.792
	573.200
	219.031
	1865.582

	Total
	6420.000
	5122.000
	6244.000
	2368.000
	20154.000


295. Any deviation from the drawal schedule by DISCOMs shall be dealt accordingly with the OERC (Intra-State ABT) Regulation, 2007 and related orders of the Commission. 
Power Regulation: The Commission has approved the quantum of power purchase by GRIDCO for supply to distribution companies for the purpose of use by the consumers in the State. This is based on the original Design Energy of the various hydro generating stations and normative level of generation by various thermal stations as well as the Plant Load Factor (PLF) achieved in the recent years. In case there is less generation on account of hydro failure or difficulties in availability of required quantum of coal, there would be necessity for power regulation in order to maintain the grid discipline and enable GRIDCO to purchase power around the rate of power purchase cost approved by the Commission. In that case the procedures and stipulations prescribed by the Commission in its Order dtd.14.01.2010 in Case No. 1/2010 shall be followed with modification as may be approved by the Commission from time to time. At present it may be clarified here that as per Para 23 (20) of the said Order dtd.14.01.2010, the industries in their area may decide among themselves for staggered weekly holiday/closure days. This Regulation protocol is applicable to such industries like LT industries who are not subject to round the clock load restrictions of 25% as in the case of HT industries and 15% in case of EHT industries. In other words, weekly power holiday is not applicable to continuous processing industries such as Ferro Alloys, Cold Storage and Ice factory etc.

Loss Reduction Target for 2010-11

296. The Sovan Kanungo Committee had observed that the transmission and distribution loss which was 46.95% in 1995-96 as per audit report had become 46.63% in the year 2001 calculated then (Actual distribution loss in 2000-01 was 44.01%). The loss was even more staggering in the LT segment at 68%. The Committee had observed that the rate of loss reduction that needs to be achieved in the next five years beginning 2001-02 must not be less than the average rate of 5%. This average rate of reduction of transmission and distribution loss of 5% was recommended for the initial years of reform when the reported loss levels were very high. Further, the Kanungo Committee had also recommended that there should be interim funding support to the tune of Rs.3240 crore for reform process to come to fruition. It also recommended for the requisite administrative support from the State Government in terms of police escort for carrying out special drives to prevent unauthorized extraction of electricity. No positive steps have been taken in concrete terms neither by State Government nor by the distribution companies. No investment has been for system upgradation nor the DISCOMs have taken initiative for prevention of unauthorized abstraction of energy by the unscrupulous consumers who have been aided and abetted by some employees of the distribution companies at different level. As a result, the rate of reduction of distribution loss has been insignificant which is of the order of 6.5% over a period of 8 years starting from 2000-01 as base year to 2008-09 as may be seen from the table given below:

Table - 33
	Years
	Distribution loss target fixed by OERC (%)
	Actual distribution loss (%)
	Reduction of distribution loss (-) or increase of distribution loss (+) (%)

	1999-00
	-
	43.91
	-

	2000-01
	-
	44.01
	(+) 0.10%

	2001-02
	42.22
	47.47
	(+) 3.46%

	2002-03
	37.19
	40.75
	(-) 6.72%

	2003-04
	31.86
	40.75
	(-) 0.00%

	2004-05
	37.12
	39.21
	(-) 1.54%

	2005-06
	34.18
	39.60
	(+) 0.39

	2006-07
	32.81
	38.57
	(-) 1.03

	2007-08
	27.11
	37.48
	(-) 1.09

	2008-09
	27.00
	37.50
	(+) 0.02

	2009-10
	24.4
	36.70 (Upto Sept., 2009)
	(-) 0.80


297. Taking 1999-2000 as base year the distribution loss has been reduced by 6.41% from 43.91% to 37.50% in 2008-09 the annual average being 0.71%. Though the distribution loss reduction has been only 0.7% per annum on the average from 1999-2000 to 2008-09 the collection efficiency however has increased by 5.79 from 77.19% in 1999-2000 to 92.98% in 2008-09, the annual average being 1.75%. However, the Aggregate Technical Commercial Loss as a whole has been reduced by 15% from 56.7% in 1999-2000 to 41.70% in 2008-09, the annual average being 1.66%. There is no systematic improvement in the reduction of overall AT&C loss and the performance has always been much below the target fixed by OERC which may be seen from the table given below:

Table - 34

	Years
	AT&C loss target fixed by OERC (%)
	AT&C loss level achieved (%)
	Rate of reduction (-) or increase (+) of AT&C loss (%)

	1996-97
	-
	56.7
	

	1997.98
	-
	58.8
	(+) 2.1

	1988-99
	-
	60.9
	(+) 2.1

	1999-00
	-
	56.7
	(-) 4.2

	2000-01
	-
	55.9
	(-) 0.8

	2001-02
	-
	60.3
	(+) 4.4

	2002-03
	45.0
	51.1
	(-) 9.2

	2003-04
	37.8
	49.3
	(-) 1.8

	2004-05
	44.5
	44.7
	(-) 4.6

	2005-06
	40.5
	44.7
	(-)0.0

	2006-07
	37.9
	43.3
	(-)1.4

	2007-08
	31.4
	41.9
	(-) 1.4

	2008-09
	30.4
	41.7
	(-) 0.2

	2009-10
	26.0
	40.3 (Upto Sept., 2009)
	(-) 1.4


298. From the distribution loss and AT&C loss reduction target fixed by the Commission it may be seen that the Commission had relaxed such target during 2004-05 in which distribution loss target was fixed at 37.12% against the target of 31.86% fixed in the year 2003-04. Similarly, AT&C loss target was relaxed to 44.5% in 2004-05 against 37.8% fixed in the previous year i.e. 2003-04. It will be thus seen that no serious efforts have been made by the distribution companies to substantially achieve the reduction of loss with reference to the relaxed level of distribution as well as Aggregate Technical and Commercial loss. In view of this the Commission is unable to convince itself to relax the target of distribution loss and Aggregate  Technical and Commercial loss compared to the loss reduction target fixed for the year 2009-10. Further, the loss level shown/projected by the distribution companies is yet to be scrutinized by an independent agency to establish its authenticity.

299. The Abraham Committee appointed by the Ministry of Power, GoO recommended a strategy for reduction of AT&C loss in areas covered under APDRP. The Task Force recommended the following targets of AT&C losses:

(i) Utilities having AT&C losses above 40% - Reduction by 4% per year.

(ii) Utilities having AT&C losses between 30 and 40% - Reduction by 3% per year.

(iii) Utilities having AT&C losses between 20 and 30% - Reduction by 2% per year.

However, the Govt. of India guidelines for the restructuring APDRP during XI Plan (dtd. 22.12.2008) have prescribed the following AT&C loss reduction targets:-

(i) Utilities having AT&C losses above 30% : Reduction by 3% per year.

(ii) Utilities having AT&C loss below 30% : Reduction by 1.5% per year.

300. Keeping in view the loss level during 2008-09 shown to have been achieved and target of loss reduction approved for 2009-10 and the need for taking aggressive steps for reduction of AT&C loss which holds the key to the sustainable development of power sector in the State, the Commission thinks proper and justified by fixing the distribution loss reduction by 2.25% and AT&C loss reduction by 2.16 over the target fixed for 2009-10. The collection efficiency of 98% fixed for 2009-10 has been retained for 2010-11. Accordingly based on the quantum of power purchase and sale at different voltage level for the distribution companies and the target fixed for 2009-10, the Commission approves the normative level of distribution loss, collection efficiency and AT&C loss for the individual distribution companies as given in the Table 35 below. In fixing the distribution loss we have assumed 0% loss in EHT, 8% in HT and uniformly 29.4% in LT voltage across the State. All distribution companies must have to achieve the same level of efficiency in reducing loss in different voltage and collection efficiency from different consumers.
Table - 35
Distribution Loss, Collection Efficiency & AT&C Loss (in %)

	 
	Actual for 08-09
(Audited)
	Approved 

2009-10
	2009-10 (Estt. by licensee)
	2010-11 (Proj. by licensee)
	2010-11 (Approval)

	Distribution Loss
	Overall
	LT
	
	
	Overall

	CESU*
	40.34
	26.30
	35.04
	39.00
	44.28
	25.37

	NESCO
	34.57
	23.00
	33.19
	31.45
	28.30
	18.46

	WESCO
	33.55
	22.50
	35.86
	31.45
	28.45
	19.93

	SOUTHCO
	47.78
	27.92
	29.50
	46.77
	42.76
	27.82

	All Orissa
	37.50
	24.45
	34.04
	35.61
	35.38
	22.22

	Collection Efficiency

	CESU *
	91.80
	98.00
	
	95.00
	95.00
	98.00

	NESCO
	92.50
	98.00
	
	96.00
	97.00
	98.00

	WESCO
	93.86
	98.00
	
	97.00
	97.50
	98.00

	SOUTHCO
	94.21
	98.00
	
	96.00
	97.00
	98.00

	All Orissa
	92.98
	98.00
	
	96.00
	96.58
	98.00

	AT&C Loss
	

	CESU*
	45.23
	27.78
	
	42.05
	47.06
	26.86

	NESCO
	39.48
	24.54
	
	34.19
	30.45
	20.09

	WESCO
	37.63
	24.05
	
	33.50
	30.24
	21.53

	SOUTHCO
	50.80
	29.36
	
	48.90
	44.47
	29.27

	All Orissa
	41.89
	25.96
	
	38.16
	37.59
	23.77



(*In case of CESU the figure for 2008-09 has been taken from Performance Review 
data)


Computation of Revenue  


HT & EHT 
301. The Commission has approved the sales at HT & EHT level for FY 2010-11 considering the trend of the current year and additional or less sale projected by the licensee for the ensuing year. 
The average revenue billed per unit (P/KWH) category-wise by DISCOMs for first 9 months of current year is available with us. This per unit revenue billed is multiplied by category wise expected sale for FY 2010-11 to arrive at expected revenue of the licensees in the respective category with the existing tariff. Thereafter, to find out average revenue billed per unit in the coming year the increase in tariff is added to the average revenue billed in the current year. This likely average revenue billed in the coming year is multiplied by category-wise expected sale for FY 2010-11 to arrive at expected revenue of the licensee in the respective category in the revised tariff. 


LT

302. The Commission has approved the sales of DISCOMs at LT level by considering power purchase allowed to them and applying the target loss level for FY 2010-11 at that voltage. The Commission expects huge growth in LT sales due to rapid Rural Electrification and substantial growth of standard of living of the people of the State. But the licensees have projected less sale in LT than what is approved for them by applying target loss level. At this juncture it is well nigh impossible to assess the LT sales level in ensuing year within a reasonable accuracy limit. Therefore, the Commission thinks it fit to allow revenue to DISCOMs at their projected sales level at LT. The average revenue billed per unit (P/KWH) category-wise by DISCOMs for first 9 months of current year at LT level is available with us. The DISCOMs are likely to maintain at least this trend or bill more revenue per unit of sales in ensuing year. This per unit revenue billed is multiplied by category-wise expected sale for FY 2010-11 to arrive at expected revenue of the licensees in the respective category in the existing tariff. Thereafter, to find out average revenue billed per unit in the coming year the increase in tariff is added to the average revenue billed in the current year. This likely average revenue billed in the coming year is multiplied by category-wise expected sale for FY 2010-11 to arrive at expected revenue of the licensee in the respective category in the revised tariff. This per unit revenue billed is multiplied by category-wise expected sale for FY 2010-11 to arrive at expected revenue of the licensees in the respective category. 

Table - 36
Approved Revenue for FY 2010-11 (Rs. In Crore)

	Category
	CESU
	NESCO
	WESCO
	SOUTHCO
	TOTAL

	
	Revenue with Existing Tariff
	Revenue with Revised Tariff (Appr.)
	Revenue with Existing Tariff
	Revenue with Revised Tariff (Appr.)
	Revenue with Existing Tariff 
	Revenue with Revised Tariff (Appr.)
	Revenue with Existing Tariff
	Revenue with Revised Tariff (Appr.)
	Revenue with Existing Tariff
	Revenue with Revised Tariff (Appr.)

	EHT
	357.30
	449.92
	550.68
	705.48
	474.34
	595.87
	104.14
	129.30
	1486.45
	1880.58

	HT
	302.60
	372.99
	257.14
	319.27
	527.74
	655.44
	78.95
	98.92
	1166.43
	1446.61

	LT 
	603.43
	727.89
	319.39
	337.78
	325.49
	387.11
	211.24
	245.56
	1459.56
	1698.34

	TOTAL
	1263.34
	1550.81
	1127.21
	1362.53
	1327.57
	1638.42
	394.32
	473.78
	4112.43
	5025.53



Metering Status

303. The Commission has been reviewing the status of metering of 33/11 KV feeders, distribution transformers and consumers at the end of every two months. The progress as reported by the DISCOMs are as under: 

Table – 37
Metering position as on September, 2009

	Items
	NESCO
	WESCO
	SOUTHCO
	CESU
	TOTAL

	Feeder metering position
	
	
	
	
	

	No of 33 KV feeders
	60
	87
	159
	107
	413

	No of 33 KV feeder metering
	55
	87
	159
	107
	408

	No of 33 KV feeder metering left
	5
	0
	0
	0
	5

	No of 11 KV feeders
	428
	417
	425
	597
	1867

	No of 11 KV feeder metering
	112
	417
	425
	597
	1551

	No of 11 KV feeder metering left
	316
	0
	0
	0
	316

	No of 33/11 KV transformers
	260
	257
	218
	370
	1105

	No of 33/11 KV transformers metering
	0
	0
	30
	81
	111

	No of 33/11 KV transformer metering left
	260
	257
	188
	289
	994

	No of distribution transformers
	18235
	16941
	13120
	21625
	     69921

	No of distribution transformers metering
	16
	12558
	9236
	8832
	30642

	Consumer metering position
	
	
	
	
	

	Total number of consumers
	593833
	551556
	589934
	1101134
	2836457

	Total number of meters
	542543
	529977
	583400
	1101134
	2757054

	Total number of working metering
	369620
	509327
	544385
	954079
	2377411

	Percentage of working meters
	68%
	96%
	93%
	87%
	86%


304. The Commission notes with concern that the performance of DISCOMs especially with respect to energy audit is far from satisfactory. The huge investment that has gone into the metering of all these installations should not go waste due to the inaction on the part of the licensees to monitor the outputs and take corrective measures, wherever necessary, for effective reduction of technical and commercial losses. The licensees must carry out energy audit including the distribution transformer, consumer indexing and pole scheduling to localise the loss level at every distribution transformer area and pinpoint the person or person responsible for such losses. Apart from correct metering for reduction of commercial loss, the licensee also shall take remedial steps for reduction of technical losses through relocation of substations, up-gradation of transformer capacity, re-conductoring, phase balancing and other system improvement works. The Commission desires to monitor division-wise energy audit from the next financial year onwards. The Commission further impress upon the management to ensure that each Division is to be treated as distinct profit centre and monitor not limited to the performance of each division on a monthly basis for:

a) Recover in the first instance, the HT and LT input energy purchase cost for the division.
b) Progressively increase in the billing efficiency and collection efficiency to earn an operational surplus from the HT and LT distribution.
c) Progressively reduce the distribution loss as per the trajectory indicate and strive to achieve the normative HT and LT loss approved by the Commission in this tariff order.

d) Have regular consumer interface programme for Demand Side management, introduction of micro-level (Distribution Transformer wise) franchise; and

e) Progressively increase the AMR facility for all high end consumer drawing power at 10 KVA and above.
The Management may introduce an incentive/ disincentive scheme on the basis of performance of Division/sub-division of the utility.
Consumer Classification and Tariff Related Issues
305. The price of electricity should progressively reflect the cost of supply in accordance with Section 61(g) of the Electricity Act, 2003. The cost of supply can fairly be determined with reference to the investment made, quantum of connected load, timing of supply and voltage at which it is supplied. Hence, electricity price has to be related to these factors. Secondly, the purpose of classification by Industries Department and other departments of Govt. are for different purposes like preferential treatment for promoting industries by way of, tax concession/exemption, etc. which have no relevance for determining price of electricity. Thirdly, electricity charges are to be non-discriminatory. As such, it may not be possible to synchronize the pricing of electricity with classification decided by the Industries Department or such other Departments. There has been a demand among the consumers to be included in a subsidized category like Irrigation, Domestic etc. As per Section 61(d) of the Electricity Act, 2003 while determining tariff, the Commission is to be guided by the principle of safeguarding the consumer’s interest and at the same time, recovery of the cost of electricity in a reasonable manner. Inclusion of more number of consumers under a subsidized category will definitely increase the cross-subsidy paid by the other consumers, which is against the mandate of Electricity Act, 2003 and Tariff Policy which authorize the Commission to fix a tariff that reflects the cost of supply of electricity and also reduces cross subsidies within the specified period. The cost of supply of electricity is to be recovered from the consumers and if a particular clan of consumers is to be charged at a subsidized rate, then State Govt. has to pay such subsidy in advance as provided under Section 65 of Electricity Act, 2003.

306. Gram Vikas of Berhampur had requested the Commission to allow them a new tariff slab in PWW in stead of “General Purpose” category. Accordingly, the Commission vide their notification dt.19th October, 2009 published in Extraordinary Orissa Gazette on 26.10.2009 included supply of power for water supply under Swajala Dhara Scheme of Govt. of India or any other Scheme set up/managed by Village Committee catering to the village hamlets with about 100 households on the average and has a connected load of less than 10 KW in “Public Water Works and Sewerage Pumping Installation” category by amending  Regulation 80 (6) of OERC Distribution (Conditions of Supply) Code, 2004. Now, Gram Vikas has come before this Commission for granting them a tariff equal to that applicable to Domestic category. Considering the petition of Gram Vikas, the Commission has already amended the relevant Regulation of Supply Code. At this juncture, the request of Gram Vikas to treat them at par with Domestic category is not justified and tenable. The tariff on power supply to the pumps for lifting water under the Swajala Dhara Scheme of Govt. of India is to be same as applicable of Public Water Works.

307. SC & ST Dept. has requested the Commission to allow electricity tariff for schools and hostels under the administrative control of the said Dept. to be included in a special category instead of “Specified Public Purpose” category. The SC & ST Dept. has requested the Commission to effect this change as a social welfare measure. It is to mention here that as per Regulation-80 (7) of OERC Distribution (Conditions of Supply) Code, 2004, the supply of power to educational institutions (including their hostels) comes under “Specified Public Purpose” category. The Regulation as specified does not differentiate between educational institutions basing on their ownership. Therefore, the request of the said Dept. can not be accommodated when there is already a provision in the existing Regulations regarding categorization of consumers. 
308. In this connection, Regulation 80(7) of the OERC Distribution (Conditions of Supply) Code, 2004 has categorised the educational institutions (Including their hostels) in the specified public purpose category. This category also includes religious institutions, hospitals etc. The Commission issues order for one tariff for one category. The tariff for SC & ST educational institutions and the hostels can not be different from the other educational institutions unless a separate category is made for them in the OERC Distribution (Conditions of Supply) Code, 2004. The SC & ST hostels are run by govt. and paid for by the Govt. through their budget. Further, if the Govt. intends to give subsidy to any consumer or class of consumers, as stipulated in Section 65 of the Electricity Act, 2003, the same should be intimated, so that OERC can take the same as input for the tariff design in future. The matter has been intimated to the Govt. of Orissa vide letter No.142 dated 15.01.2009 and 1298 dt.10.06.2009. Therefore, the Commission is not inclined to grant a special category status as also lower tariff to the Educational institutions including the hostels for SC and ST students run by the SC and ST Development Department. Further, we find that total budgetary allocation for SC and ST Development has increased from Rs.233.58 crore in 2002-03 to Rs.604.71 crore in 2007-08 (actual), Rs.782.01 crore in 2008-09 (RE) and Rs.905.68 crore in 2009-10 (BE). There should not be any difficulty for SC & ST Development Department to allocate sufficient fund for timely payment of Electricity charges by the educational institutions and hostels for SC & ST students run by them.

309. Similarly, CESU has submitted that a separate category should be created for private educational institutions as they run on commercial principles. We are not inclined to accept the submission of CESU for the reasons as discussed above on the issue of educational institutions run by SC & ST Dept. 
310. Similarly, Orissa State Disaster Management Authority (OSDMA) has requested the Commission to include cyclone shelters under “Domestic Category” instead of “Commercial Category”. The Regulation-80(2) of the OERC Distribution (Conditions of Supply) Code, 2004 specifies that the General Purpose category relates to supply of power to premises, which are used for office, business, general purpose or other purposes not covered under any other category where the non-domestic load exceeds 20% of the total connected load. Cyclone Shelters are such type of consumers, who are not covered under any category in the classification of consumers under the Regulation-80 of OERC Distribution (Conditions of Supply) Code, 2004. Therefore, they have been included in the General Purpose (Commercial) category. The electricity tariff in Orissa has been fully rationalized as per the preamble of Electricity Act, 2003 that means the consumers in a particular voltage level such as LT, HT & EHT pay similar tariff irrespective of nature of supply. Therefore, the Commission has kept the numbers of categories of consumers to the bare minimum.  Again, increase in numbers of subsidized category will also raise the level of cross subsidy of other categories which is against National Tariff Policy of Govt. of India. The Commission has carefully balanced the tariff of different categories due to above provision of law. Therefore, creation of additional categories under a particular voltage level will completely defeat the purpose of Electricity Act, Tariff Policies and Regulations made there under. However, if the State Govt. so wishes, it can provide subsidy to any disadvantaged consumer groups for increased access to electricity provided that this subsidy amount is provided in advance as per Section 65 of the Electricity Act, 2003. This action of the State Govt. can very well reduce the tariff of a particular disadvantaged consumer group. 

311. Earlier in the year 2007, the Commission had created one category called Agro-Industrial Consumers. Accordingly, the OERC Distribution (Conditions of Supply) Code, 2004 was amended. Further, the Commission vide its Notification dated 19.10.2009 has brought necessary amendment to Regulation 80(5) of OERC Distribution (Conditions of Supply) Code, 2004 which has been published in Orissa Gazette No.1586 (Extra Ordinary) dated 26.10.2009 in which two separate categories such as Allied-Agricultural Activities and Allied-Agro Industrial Activities have been created. This classification of consumers was made keeping in view the distinct activities of irrigation and pumping; the related activities of rearing animals, rearing of silk worm, farming and cultivation of fish and other edible aquatic creatures and cultivation of flowers; and the post-harvest activity of storage in temperature controlled storages. Processing was distinctly kept aside as a general purpose activity with the objective of giving a special treatment to agriculture and related activity of rearing and cultivation and the immediate post-harvest storage in controlled conditions. The categorisation was logical and rational inasmuch as it included activities directly related to agriculture and temperature controlled storage only. Subsequently, the Commission approved a tariff for those newly created categories w.e.f. 09.11.2009 by way of an amendment to the Tariff Order for FY 2009-10 as views of all the stakeholders had been heard during tariff hearing of that year. Therefore, the consumers who are reclassified under those two categories shall be eligible for that notified tariff from the stipulated date as mentioned above. Regarding the tariff of those consumers before 09.11.2009 it is clarified that they should pay a tariff as per the classification under the regulations prevailing prior to 09.11.2009. For the ensuing year (FY 2010-11), the tariff shall be as per the Schedule given in Annexure - B, which has been determined after due consideration of objections during the present hearing.
312. As per the notification dated 19.10.2009 making amendment of Regulation 80(5) of Chapter VIII of the OERC Distribution (Conditions of Supply) Code, 2004, Food / Agro-Products Processing Units have been excluded from “Allied Agricultural Activities” under Regulation 80(5)(ii), but chilling plants for milk and only the cold storage attached to processing units for meat, fish, prawns, flowers, fruits and vegetables have been included under “Allied Agro-industrial Activities” under Regulation 80(5)(iii). Some of the objectors as well as the licensee CESU have pointed out that the unit/the shed in which  processing activities of meat, fish, prawns, flowers, fruits and vegetables are carried out are a part and parcel of cold storage and it is difficult to segregate the consumption for the processing units from the cold storage. Power is supplied from the same source and there is one meter for the entire space which covers the cold storage and processing area in which processing activities are carried out. Therefore, they have pleaded that processing unit used for meat, fish, prawns, flowers, fruits and vegetables attached to the cold storage should come under “Allied Agro-industrial Activities” and tariff should be charged as applicable to the Cold Storage. After careful consideration of the submissions made by the objectors as well as licensee, the Commission is of the view that processing and storage are two independent activities though they may be serviced by a common refrigerating process. Therefore, these activities are identified separately and need to be separated and segregated for their load as between the processing unit and the storage unit. The Commission directs, therefore, that the processing unit for meat, fish, prawns, flowers, fruits and vegetables will not be included in the Allied Agro-industrial Activities. The tariff applicable to allied agro-industrial activities (cold storages) is not applicable to power consumption made for processing activities for which the tariff applicable as per Regulation shall be applied. The unit which is interested to avail concessional tariff must segregate its electrical load of cold storage unit; otherwise the whole unit will be classified as per the appropriate category applicable.
313. Some of the objectors pleaded for the inclusion of cattle feed, fish feed and poultry feed under Allied Agricultural activities under Regulation 80(5) of OERC Distribution (Conditions of Supply) Code, 2004. It has been pleaded that any production for human consumption is agriculture. It was submitted that there are two sources for agriculture, viz. vegetables and non-vegetables. Vegetables cultivation is carried on through land farming whereas non-vegetables farming are carried on through various other methods like animal husbandry, poultry, fish cultivation, etc. It requires highest attention because survival of mankind depends on food. Therefore, production of human food is the prime target for any society. As irrigation is necessary for production of paddy, pulses, and vegetables, similarly cattle feed and poultry feed are basic requirements for maintenance of cattle and poultry. Cattles are not having grazing ground in the villages and the farmers are heavily dependant upon cattle feed to maintain oxen, buffaloes and cows, which are used for ploughing land and production of milk and meat. Even the animal excreta are used as manure. Promotion of agriculture and animal husbandry is primarily necessary for the economy of Orissa. Therefore, in the interest of the entire agricultural sector the Commission is to treat cattle feed, poultry feed manufactures as that of irrigation and save the farmers of the State. As has been pointed out earlier, the function of tariff is not to promote certain sectors of development or categories of consumers. Its primary function is to recover costs, as equitably as possible subject to the National policy of cross-subsidy being contained within a range of ± 20%. It is clearly the duty and province of the Government to promote select activities by direct subsidy, if they consider it as one of the objectives of the planned development. Electricity tariff cannot perform this function. Therefore, in all the fitness of things it is for the Government to consider such matters. The Commission has kept in view the limited function that electricity tariff can perform in the context of agricultural development and having regard to the overall policy parameters has rationalized the categories by limiting it to irrigation and pumping, cultivation and rearing and temperature controlled storage. These categorization and their associated tariffs were heard extensively on an earlier occasion. 
314. It is to be noted that the Commission has brought about amendment of Regulation 80(5) of Supply Code, 2004 vide their notification dtd.19.10.2009 in which these feed units have been specifically excluded from allied agricultural activities. This Regulation has been amended after inviting comments/objections from all the stakeholders. Therefore, at this juncture the Commission is not inclined to revisit the settled issue. That all food processing units are commercial entity for electricity tariff purpose. The Commission further reiterates that the electricity tariff cannot completely be substituted as a developmental instrument for any sector as the electricity utilities are also required to run on the same commercial basis as the feed units.
315. In this connection this issue has been elaborately dealt with in the order dated  27.01.2010 in case No.127 & 128 of 2009 where in the Commission has clarified that cattle feed, fish feed and poultry feed units do not come under Allied Agro-industrial activities. For ready reference the relevant potion of the said order is extracted below. 

“12.
A new category of consumer, namely “Agro Industrial Consumer” has been added vide Regulation 80(5)(1) through the Orissa Electricity Regulatory Commission Distribution (Conditions of supply) (4th Amendment) Code, 2007  notified on 11.09.2007. The said amended Regulation 80(5)(1) reads as under:-

“This category relates to supply of power for Pisciculture, Horticulture, Floriculture, Sericulture and other allied agricultural activities including animal husbandry, poultry and cold-storage (i.e. temperature controlled storage where flowers, fruits, vegetables, meat, fish and food, etc., can be kept fresh or frozen unit it is needed)”.

13.
While Animal Husbandry, Poultry and Cold Storage as per the aforesaid amendment dated 11.09.2007 comes under “Agro Industrial Consumers”, the question to be decided as to whether the Poultry and Cattle Feed Units which manufacture  feeds for Poultry and Cattle would also be covered under Poultry and Animal Husbandry respectively. The amendment provision clearly states supply of power for other allied agricultural activities including Animal Husbandry and Poultry. For rearing of animal and Poultry many things are needed. But the power supply to the Animal Husbandry and Poultry per se would qualify for tariff as applicable to agro industrial consumers. In other words the power supply needed for poultry farm and cattle farm for the purpose of lighting, sprinkling water, lifting water for drinking by the live birds/cattles and cleaning farm shade would qualify tariff as applicable for other allied agricultural activities. The manufacture of cattle and poultry feed would not be covered under Animal Husbandry and Poultry. For preparation of poultry feed or cattle feed, many raw materials are required. If we agree to the arguments of the petitioner, then the power supply for production of straw, husks cereals and other materials required for preparation of poultry, feed and cattle feed may also come under Animal Husbandry and Poultry. There is no end to all such activities. Merely because the same firm or the individual possess poultry feed or cattle feed unit for supply to its own poultry firm or cattle firm along with supply to other farmers engaged in such activities, the unit as such would not be treated as part of Animal Husbandry and Poultry activities. These are separate industrial activities. This has been further made clear in the amendment carried out in the notification dated 19.10.2009 (which is extracted below) wherein cattle/poultry/fish feed units and Food/Agro products processing units have been excluded from allied agricultural activities. 

“80(5)(ii): Allied Agricultural Activities” This category relates to supply of power Aquaculture (which includes Pisciculture/Prawn culture), Horticulture, floriculture, Sericulture, Animal Husbandry and Poultry, Activities such as ice factories, chilling plants, cold storages, cattle/poultry/fish feed units and food/agri products processing units are excluded”. 

“80(5)(iii) Allied Agro Industrial Activities: This category relates to supply of power to “Cold Storages (i.e. a temperature controlled storage where flowers, fruits, vegetables, meat and fish can be kept fresh or frozen until it is needed) and includes chilling plant for milk and only the cold storages attached to processing units for meat, fish, prawns, flowers, fruits and vegetables”:

This has been done only to avoid misinterpretation as has been done in the present case by the petitioner.  It may further be noted that the notification dated 11.9.2007 specified cold storage as allied agricultural activities and this has been retained in the amendment notified on 19.10.2009 through a separate sub-category as “Allied Agro-industrial Activities. Since poultry/cattle feed manufacturing units were not contemplated as part of allied agricultural activities notified on11.9.2007, these have been specifically excluded in the amendment notified on 19.10.2009.

14.
In the said amendment dated 19.10.2009, while clarifying the types of units to be covered under different categories, the Commission has specifically excluded the manufacturing units which have also not been included under Agro Industrial Consumer Category as was introduced in the 4th amendment of the Distribution (Conditions of Supply) Code, 2007 notified on 11.09.2007. The Statute has prescribed the specific definition of the Allied Agro Industries as per the intention of the Commission for rapid  development of Agro Industrial consumers.  In this connection, the Judgment of the Hon’ble Supreme Court reported in AIR 1975 SC 915 cited by CESU in favour of his case is relevant which is quoted below: 

      (B) Interpretation of Statutes – Intentions attributed to legislature- Imperative or directory-Non-compliance –Effect:

            “ No universal rule can be laid down as to whether mandatory enactments shall be considered directory only or obligatory with an implied nullification for disobedience. It is the duty of Courts of justice to try to get at the real intention of the legislature by carefully attending to the whole scope.      

Where a power is given to do certain things in a certain way, the thing must be done in that way or not at all and other methods of performance are necessarily forbidden. This rule squarely applies where the whole aim and object of the legislature would be plainly defeated if the command to do the thing in a particular manner did not imply a prohibition to do it in any other.

*********************************************************** ”

Para-20 :“Thus the imperative language, the beneficent purpose and importance of these provisions for efficacious implementation of the general scheme of the Act all unerringly lead to the conclusion that they were intended to be mandatory. Neglect of any of these statutory requisites would be fatal. Disobedience of even one of these mandates would render the surrender invalid and ineffectual”.


15.
As clarified by the Apex Court in their order reported in AIR 1975 SC 915 there should be plain reading of the provisions of the Regulations and it should not be extrapolated to the benefit of the petitioner. Accordingly we hold that the cattle feed/Poultry feed processing unit of M/s Pasupati Feeds which produces cattle /poultry feeds do not come under agro industrial consumers notified on 11.09.2007 nor under “ Allied Agricultural activities or Allied Agro Industrial Activities notified on 19.10.2009. They come under industrial category. Accordingly the petitioner is liable to pay the electricity charges in respect of its cattle/poultry feed manufacturing units as applicable to industrial consumers at appropriate voltage with effect from 01.4.2008.”

Clarification in the Regulations 

316. Some DISCOMs submitted before the Commission that Regulation 13 read with Appendix-1 of the OERC Distribution (Conditions of Supply) Code, 2004 specifies Procedure for Determination of Remunerative Norms. As per the said norms, the Licensee is entitled to get 6% of the total estimated capital expenditure under other overheads towards Inspection fees for checking and ensuring that capital works has been done as per the Standards pertaining to safety and security. The Licensee should ensure inspection of works by the Electrical Inspector. When provisions of Regulation stands thus, the consumers expect that their contribution required to make the scheme remunerative also includes statutory electrical inspection fees to be deposited with the office of Electrical Inspector. In this connection energy department in their letter No.RE(BJ)42/08-8264/ED dtd.22.07.2008 addressed to the Distribution Companies have clarified that the DISCOMs are to deposit the Electrical Inspection Fees with the Electrical Inspectors out of 6% of the estimated cost deposited with them. But the Licensees dispute the above claim of the consumer and ask them to deposit separate fees with the Govt. for statutory electrical inspection. We direct that necessary amendments be brought in the said Regulation with the necessary clarification after inviting suggestions and views of Chief Electrical Inspector, the distribution licensees, the Department of Energy and other Stakeholders, if any. 


Rural Vrs. Urban Tariff
317. During the course of hearing many consumer activists pointed out that people living rural areas are being discriminated in the matter of prescribed standard of service although a domestic consumer staying in village pays the same rate of electricity tariff as is applicable to the domestic consumer living in urban areas. They submitted that as OERC (Licensees Standard of Performance) Regulation 2004 prescribes two different sets of performance standards for rural and urban areas for the licensees, the rural and urban tariff for electricity should be different. He cited an example of replacement of a burnt/damaged transformer. When the time prescribed for the village area is 48 hours, for cities and town it is 24 hours. For restoration of power following interruption/failure of power supply different time limit has been prescribed as indicated below.

(a) Normal fuse off – Replacement of fuses



Cities & towns
-
within 6 hours




Rural areas

-
within 24 hours

(b) Line break down




Cities & towns
-
12 hours




Rural areas

-
24 hours

(c) Major break down




Cities & towns
-
24 hours




Rural areas

-
48 hours

(d) Distribution transformer failure




Cities & towns
-
24 hours




Rural areas

-
48 hours

318. Besides different time limit prescribed for restoration of power for the rural areas there is chronic low voltage faced by the rural people. In view of different prescribed standards of service for rural and urban areas and the low voltage problem faced by the rural people, most of the objectors have suggested that the consumers living in cities and towns should pay higher tariff than the tariff payable by the consumers of the rural areas. The Commission finds that there is enough force in the submission of the objects who have highlighted the different prescribed standard of service and poor quality of service being given in the rural areas. But though for all towns and cities the same standard of service has been prescribed, the quality of service across the towns and cities is not the same at present. The consumers of Bhubaneswar, Cuttack, Rourkela (including the steel city), Sambalpur, Berhampur and Balasore have better quality of service compared to the other towns and cities and all the rural areas. The Commission feels that till same quality of service is available to all consumers of all rural areas and all cities and towns, all types of consumers consuming electricity in the municipal areas of Bhubaneswar, Cuttack, Rourkela, Sambalpur, Berhampur and Balasore should pay higher tariff in shape of reliability surcharge or in other form. But this requires further consultation with different stakeholders before such higher tariff is prescribed for those urban areas where comparatively better quality of service is being provided. At present we have not prescribed different tariff for urban and rural areas. It is to be mentioned here that the Commission has been following uniform retail tariff throughout the State due to legacy of the past and present expediency.  As the tariff is equal, the customers are also rightfully entitled for similar quality of services. Quality of service does not depend solely on the efficiency in operation of the licensees but also on several factors such as accessibility of the area of service, consumer density, out reach of the transmission Grid etc. over which the licensees have no control.  Therefore, the four DISCOMs of the State have different operational settings. The licensees incur more cost to supply electricity to the remote areas in comparison to urban areas. In spite of that Commission keeping in mind the interest of the Consumers of the State have kept the differentiation in performance standards to the minimum by limiting it to urban and rural throughout the State.  In this connection it may be clarified that only in case of restoration of power following interruption/failure of power supply and distribution transformer failure differential time limit has been fixed for urban and rural bodies but no such differentiation in case of low voltage, scheduled shut down etc. Therefore, it would not be prudent to accept the suggestion of the objector to provide a lower tariff for rural areas basing solely on the contention that the rural areas have different standard of performance in respect of restoration of power, replacement of burnt/failed transformers etc. The Commission further wants to emphasise that due to massive industrialization of the State, urbanization is spreading very fast now in comparison to yesteryears. Therefore, the rural area of today will be urban area tomorrow. In this context, the rural consumers are very likely to be converted to urban consumers at some point of time availing the similar standard of performance what urban consumers are getting today. 

Railway Traction Tariff

319. Railway has objected that Railway traction tariff in Orissa is higher than that in neighbouring States like Jharkhand. The comparison of tariff in respect of same class of consumers in different states has to be based on entirety but not on individual factor. Therefore, Railway should not have any discontentment in this regard. The Commission would like to clarify again that the railway traction tariff in Orissa is at par with HT or EHT tariff structure depending upon the voltage of supply. In other words tariff structure of Orissa is fully rationalized depending upon the voltage of supply.

320. The South Eastern Railway has been pleading for adoption of Simultaneous Maximum Demand (SMD) instead of consideration of individual maximum demand recorded in contiguous substations for several years. The Commission reiterates that the railway traction supply is given by different licensees from the EHT network of the OPTCL and billing is done for the supply made against agreements executed between the supply licensees and the consumer.  Since separate agreements are executed for individual traction loads, it will not be possible to adopt SMD for billing on the basis of simultaneous maximum demand recorded in contiguous substations. Where contiguous substations are located on the boundary of two adjacent distribution licensees, it will not be possible to adopt billing based on SMD recorded in contiguous substations as billing has to be done by more than one distribution licensee.

321. In the RST order for 2008-09, the Commission had directed that Railways should not be penalised for failure of OPTCL resulting in rise in maximum demand during feed extension. This provision shall also continue until further orders. The mechanism of determination of the quantum of overdrawal due to feed extension should be worked out after mutual discussion between the parties i.e. Railways, OPTCL and DISCOMs. Among others, Railways and DISCOMs may agree to have one agreement for total Maximum Demand Drawn from individual DISCOM as contract demand as one of the likely options to address the issue. Railways shall file with the Commission about the settlement arrived at regarding the manner of determination of overdrawal on account of feed extension for Commission’s reference.

322. The Commission has allowed power factor penalty and incentive for nine categories of HT & EHT consumers at a uniform rate due to rationalization of tariff at different voltage level. Railway is one among them. Therefore, Railways request to apply a separate limit for applicability of power factor incentive solely for them cannot be accepted. In fact Commission directs that Railways being a highly professional body shall install capacitors at its drawal points to draw power at higher power factor in order to help themselves in getting PF incentives as well as helping the system in Demand Side Management.
323. Railway is entitled for compensation due to low voltage as other category of consumers which has been prescribed by the Commission in OERC (Licensee’s Standards of Performance) Regulations, 2004. The Railways have to claim for it from the Supplying utility. 

324. The Commission has allowed consumers with two-part tariff to draw up to 120% of their contract demand during off-peak hours (12 Midnight to 6 AM next day) without levy of penalty. As Railways are also consumers having two-part tariff, there should not be any obstacle for them to get that benefit. Moreover, the Commission encourages drawal during off-peak hours to help the system for maintenance of better frequency profile as it helps utilisation of surplus generation, if any, and flattening of load curve during this period.

325. The Commission has allowed all the three-phase consumers except two categories (i.e. Street Lights & CGPs) having static meters with facility for downloading printouts and drawing power during off-peak hours at a discount @10 paise/unit. The above order of the Commission clearly excludes all the single-phase and two-phase consumers including Railways which generally draw power at two-phase. In case No.32 of 2008, the Commission has also clarified this issue. This provision has been done with sole objective to exclude most of the single-phase and two-phase loads who burden the power system in phase imbalancing and harmonics generation.


Charging of Security Deposit by licensee
326. Some of the objectors have demanded that security deposit in shape of Bank guarantee may be accepted and interest on security deposit be enhanced. The issue of security deposit has been dealt with in Regulation 19, 20, 21 and other allied provisions of OERC Distribution (Condition of Supply) Code, 2004. The Commission directs that all the provisions of the said Code should be strictly adhered to. Modification to the existing provision may be considered only after the distribution companies achieve financial turn around and are able to generate enough cash for timely taking up repair and renovation of the existing old distribution network.



Assessment of loss of Energy due to Theft/un-authorized use of Electricity under Section 135/126 of Electricity Act, 2003. 

327. One of the objectors suggested a formula for assessment of energy in case of theft/un-authorized use of electricity for approval of the Commission. The suggestion of the objector was carefully examined by the Commission and it is found that according to Section 126 of the Electricity Act 2003 if an assessing officer comes to the conclusion that a person is indulging in un-authorized use of electricity, he shall provisionally assess to best of his judgment, the electricity charges payable by that person. Later on the person affected by assessing officer order has the right to file his representation before the assessing officer about the said provisional assessment. In consideration of such representation and after re-looking into the fact and circumstance of the case the assessing officer has every right to issue a final assessment order modifying the provisional assessment order if justified. The statute confers the power of assessment to the assessing officer basing on best of his judgment. The assessing officer by considering all the factors on case to case basis has to act prudently before issuing a provisional assessment order. It is not reasonable to issue a strait jacket formula to be complied by the assessing officer while assessing un-authorized use of electricity. Such formula may not be in accordance with the spirit of the Act and the need to ensure functional independence of the assessing officer. 

328. The above objector in his written submission has stated that a person should not be found guilty for using electricity un-authorizedly in lower tariff category instead of paying dues for higher tariff category. According to explanation IV to the Sec.126 of the Electricity Act, 2003 un-authorized use of electricity means “For the purpose other than for which use of electricity was authorized”. In a plain interpretation, in a strict sense, any uses other than the authorised purpose can be treated as un-authorized use of electricity. But this can not be the sprit of law or intention of the legislature. The main objective of this provision is to punish the offender who has caused loss or damage to the supplier by un-authorised use of electricity in form of misclassification i.e. commercial or LT industrial to domestic tariff category. The Commission is unable to convince itself about the rationality behind the suggestion of the objector; in fact Commission believes such offenders, if found guilty should be awarded exemplary punishment. The departmental officer if found to be hands in glove with such offenders should be equally punished.

Demand charge in case of power cut
329. Some of the objectors pleaded that demand charge should be calculated on pro-rata basis for the actual period of power availability. Alternatively, demand charge may be exempted if there is power interruption for more than 50 hours in a month. In accordance with clause 85 (3) of OERC Distribution (Conditions of Supply) Code, 2004, during statutory power-cuts and power restrictions imposed by the licensee for a period exceeding sixty hours in a month, the monthly demand charges shall be prorated in accordance with the period and quantum of demand restrictions so imposed. In the mean time the Commission in Case no. 1/2010 has issued order (Protocol) on power Regulation in the State under Section 23 of the Electricity Act, 2003. According to this order the demand of EHT Industries & HT Industries are to be restricted by 15% & 25% respectively. The demand charge of those industries whose load has been restricted shall be billed on the restricted demand and the load factor to be calculated also on the restricted demand. Therefore, for billing purpose demand charges shall be calculated on maximum demand recorded or 80% of restricted contact demand which ever is higher.  In all other cases of unrestricted supply the consumer is liable to pay the demand charges as per existing Regulation and or Tariff Order. This also conforms to the provision under Regulation 110 of the OERC Distribution (Condition of Supply) Code, 2004.


Remunerative Norm for availing power supply

330. Licensees for the purpose of transparency, while furnishing the estimate to the prospective consumers towards extension/augmentation should attach remunerative norms as stipulated in the OERC Distribution (Conditions of Supply) Code, 2004. In case it is found that the licensees are unwilling to furnish a remunerative calculation along with estimates for extension/augmentation of supply line, the affected consumers should approach the appropriate Grievance Redressal Forum for enforcement of their rights. 


Meter Rent
331. Reliance managed DISCOMs have requested the Commission to allow to collect security deposit @ Rs.1099/- per single phase meter including the meter boxes from consumers conforming to the metering Regulation of CEA. As per Regulation 19(5) of OERC Distribution (Conditions of Supply) Code 2004, the licensee may require any consumer to give him reasonable security as shall be approved by the Commission for the payment to him of all money which may become due to him where any electric line or electrical plant or electric meter is to be provided for supplying electricity to such consumer, in respect of the provision of such line or plant or meter. On this issue, the Commission would like to reiterate its own order passed in Case No.139, 141, 143 and 145 of 2005 dt.22.03.2005 which is extracted below: 


“8.33.16
56.(1)  The licensee shall supply the meter (unless the consumer elects to supply the same), cut-out/ MCB / CB / load limiter to consumers at the time of providing new service connection or at any other time as required.
 
(2)  In case of new connection/replacement of meter, the consumer, in accordance with Section 55 and regulations framed under Section 73 of the Act, may himself procure the meter either from the vendors certified by the licensee conforming to licensee’s technical specifications or requests the licensee to supply the meter and charge meter rent as per the tariff order. The licensee shall calibrate such meter at consumer’s cost and seal the meter. The consumer shall have the option to get the meter calibrated in any standard testing laboratory of the Electrical Inspector. 


Alternatively, consumer may choose to pay the full cost of the meter provided by the 
licensee. No meter rent shall be chargeable in such cases.”
332. In view of the above, consumers should have the first option to provide the meter so that they could have a genuine correct meter. Withdrawal of recovery of meter rent should not be allowed as it will make the licensees complacent towards replacement of defective meters. In accordance with Sec.55 of the Electricity Act, 2003, the licensee may require the consumers to give him security for the price of a meter and enter into an agreement for the hire thereof unless the consumer elects to purchase a meter.  In accordance with the OERC Regulation, meter rent is collectible when a licensee supplies a meter to a consumer whereas meter rent is not payable when it is supplied by the consumer. But present proposal of licensee to collect the full cost of the meter as security deposit does not appear to be justified as many of the consumers may not be able to pay the full cost of meter as security deposit. When full cost of the meter is recovered as security deposit there would be no necessity to collect meter rent. This is equivalent of forcing consumers to purchase meters without the option of licensee supplying the same. This is completely against the statutory provision and can not be accepted. 

333. Therefore, meter rent and the cost of metering/lease should be maintained separately from the general revenue and expenses of the licensee. If the consumer intends to take the meter on hire, the licensee can charge meter rent.
334. In some cases licensee is demanding cost of cubicle metering from its consumers. Small and medium industries can ill afford such cost. It was pleaded that it should be made optional for consumers to bear the cost of the entire cubicle metering. In accordance with Central Electricity Authority (Installation and Operation of Meters) Regulations, 2006, Regulation 2(p) – “Meter” means a device suitable for measuring, indicating and recording consumption of electricity or any other quantity related with electrical system and shall include, wherever applicable, other equipment such as Current Transformer (CT), Voltage Transformer (VT) or Capacitor Voltage Transformer (CVT) necessary for such purpose. According to OERC Distribution (Conditions of Supply) Code, 2004, Reg.55 – The licensee is authorized to review the status of meters already installed in the context of upgraded technologies becoming available.

335. Hence, the licensee may install metering cubicles for the consumers. However, the cost may be recovered by the licensee in instalments if such consumers are not in a position to pay the price of such installation in a single instalment.

336. Like previous year, the Commission is concerned about the complaint that absence of records for old meters which creates a problem about last date up to which the meter rent could be recovered. The Commission directs that wherever records are not available collection of meter rent shall be stopped in case the rent has already been collected for the last 40 months which was allowed in last tariff order.

337. The monthly rent only for the meter as per the prescribed rate shall be charged from the consumers to whom meter has been supplied by the licensee. The scale of meter rent including associated equipment applicable to various classes of consumers has been revised and is given below:-

Table - 38
	Type of Meter
	Existing Meter Rent (Rs.)
	Revised Meter Rent (Rs.)

	1. Single phase electro‑magnetic Kwh meter
	15
	20

	2. Three phase electro‑magnetic Kwh meter
	30
	40

	3. Three phase electro‑magnetic tri-vector meter
	800
	1000

	4. Tri-vector meter for Railway Traction
	800
	1000

	5. Single phase Static Kwh meter
	35
	40

	6. Three Phase Static Kwh meter
	100
	150

	7. Three phase Static Tri-vector meter
	800
	1000

	8. Three phase Static Bi-vector meter
	800
	1000


338. We observe that there are delays for testing of meters leading to delay in extending new connection to the consumers. Besides that CEA Regulation provides testing of meters in accredited meter testing laboratories. The licensees should take into consideration the CEA directives on the matter and suitably strengthen their meter testing laboratories so that they can handle repair, replacement of defective meters which will reduce the number of consumer complaints on that account.

Automated Meter Reading (AMR) System

339. DISCOMs have started taking initiatives for covering high value consumers under Automated Meter Reading (AMR) system. NESCO, WESCO and SOUTHCO have submitted that all the consumers having load more than 40 KW shall be covered under AMR system by the end of March, 2010. The AMR system is an effective instrument to detect any unauthorized interference with the meter situated in the consumer premises. More the numbers of consumers covered under it better would be the monitoring of revenue leakage due to tampering of meters. Therefore, we direct that all the consumers having connected load more than 10 KW shall be covered under AMR system in the next financial year i.e. FY 2010-11.

Bulk supply to Apartments and General Purpose Consumers

340. CESU has pleaded for creation of a new category called non-domestic bulk supply considering establishment of large numbers of shopping malls, commercial complexes where individual metering to each shop may be difficult. The Commission clarifies that in accordance with the provision under the OERC Distribution (Conditions of Supply) Code, 2004 supply to lawful occupier/owner of the flats/shops should be provided with power supply in case the concerned owner/occupier desires to receive power at a single point and also the concerned occupier/owner can not be denied the individual connection, if they so desire. However, CESU can think of some sort of franchisee for User Association under Section 13 of the Electricity Act, 2003. User association of course, at its option, can avail HT-bulk supply tariff of the tariff schedule by owning its transformer. DISCOMs should facilitate such requests.

Quality of Supply and Service 

341. Some of the objectors pleaded that, the quality of service of the licensees is extremely poor and hence the tariff should be linked to the quality of services offered by the licensees. Interruption, low voltage and unreliable supply are a matter of serious concern to the Commission. The Commission has been taking appropriate steps to verify the data furnished by the licensee through affidavits in this regard. Further, the Commission has been monitoring the performance parameters for meeting the supply standards as prescribed by it. The consumers are entitled for compensation when standard of performance of licensees go below the prescribed limit set by the Commission.  


Interruption in power supply
342. Some objectors stated that frequent interruption in power supply causes lots of hardship. The Commission reiterates that non-availability of power supply due to failure on the part of the licensee shall have to be dealt with in accordance with OERC (Licensees’ Standard of Performance) Regulation, 2004.

343. Some others submitted that every interruption is considered as an interruption for a period of 30 minutes and all such periods is deleted from the total hours in a month to calculate the load factor. The Commission has done away with the concept of guaranteed load factor of 80%. Besides, treatment of duration less than 30 minutes for any interruption is not supported by the Regulation.

344. Some objectors pleaded that print outs of the records in the static meter relating to MD, PF, number and period of interruptions should be attached to the energy bill with a payment. If it is available in the meter reading, there should be no difficulty for the licensee to provide that information. Besides above, the licensees have to record tamper data, if any, in meter recording and inform the same to the consumers alongside taking appropriate action. The cost of supplying print outs is now provisionally fixed at Rs.500.00 (Rupees Five Hundred Only) and this would be reviewed in the next tariff exercise.

Issue of Street Light 
345. The Commission time and again has directed that meters have to be provided for all consumers of electricity. The municipality shall have to enter into an agreement with the licensee for power supply. They should insist for meters. Once metering is completed the problem of 10 hours or 11 hours of billing in a day shall not arise. Therefore, all the licensees are directed to take up metering for street lighting. As such street light loads are on the increase. Until metering is in place the Commission directs that billing should be done assuming 11 hours burning time taking the average use of summer and winter seasons. In the meantime due to severe scarcity of power, Govt. of Orissa in their Notification No. 567/EN dtd. 22.01.2010 has inter alia directed that 

”It will be mandatory to reduce the illumination level of outdoor lighting by at least 50% by switching off appropriate number of outdoor / street lights of all the cities, towns, residential colonies under Government/ Government aided sectors / Boards and corporations / autonomous bodies after 11.00 PM. The Urban and Local bodies shall ensure installation of relevant electrical connections with switching / timer controls for the purpose.”

Keeping in view the above restriction of power, the Commission directs that the Municipalities or Urban Bodies who comply to the above restriction should be billed for 9 (nine) hours assuming burning time taking the average use of summer and winter seasons. It is to be mentioned that wherever meters are available the billing should be made on actual meter reading basis. 


Industrial Colony Consumption 
346. On the issue of energy consumption in Industrial colony limiting to maximum of 10% to be included in the first slab of 50% for incentive calculation and removal of the ceiling limit of 10% of total consumption for the colony consumption and charging it at domestic rate, it is observed that as per Regulation 80 i.e. ‘classification of consumer’ in the OERC Distribution (Condition of Supply) Code, 2004, the domestic category does not include residential colonies attached to industrial establishments where power supply is drawn through the meter of the industrial establishment. The Commission does not approve any change in the existing pattern of billing of colony consumption.

Exclusion of Annual Maintenance shutdown period from calculation of Load Factor.

347. Some objectors submitted that Annual Maintenance shutdown period should be excluded from calculation of load factor to avail the benefit of graded slab tariff in HT & EHT. In this connection, the Commission observes that in Order to avail the benefit in Tariff due to higher load factor the consumers should take adequate steps to segregate its maintenance period between different months of the year so that monthly load factor remains high. Hence, extension of any further benefit in this regard will not be appropriate. 


Tariff for HT/EHT consumers
348. A study of the tariff structure at HT/EHT would show that the tariff structure has been generally rationalized. The rates are uniform for consumers with contract demand of 110 KVA and above receiving power either at HT/EHT except for the emergency power supply to the captive power plants. It includes consumers like general purpose, public water works and sewerage pumping, large industry, power intensive industry, mini steel plant, railway traction and heavy industries. The energy charge is equal for all such category of consumers depending upon the voltage level. If the power factor and load factor remains same at HT or EHT for any category the overall per unit tariff shall be same. This is an indicator of moving towards cost based tariff structure. In fact, all HT/EHT categories can be rolled into one but for the differentiation in electricity duty imposed by the Govt.


Graded Slab Tariff for HT/EHT Consumers
349. Starting from FY 2008-09 the Commission has been encouraging higher consumption by prescribing low rates for higher load factor without any pre-condition. This is just opposite of slab rate tariff in LT category. This has been possible due to lower distribution loss at EHT level which is contrary to the LT category where more sales add more distribution loss to the system. This graded slab tariff would have the effect of reducing the tariff for all HT & EHT consumers for higher consumption and thereby reduce cross subsidy. But Demand charges and other charges as applicable would be chargeable in addition to the energy charges given in the Table below. The graded slab tariff would make tariff at HT & EHT level more competitive thereby opening up avenues for open access and harnessing of captive generation in the State. The incentive tariff hereby granted would promote better competition in the interest of consumers, as per the mandate in Section 61(c) of the Electricity Act, 2003.

350.  Keeping the above factors in view the Commission determines the slab rate of energy charge for all HT & EHT consumers as follows: -

Table – 39
Slab rate of energy charges for HT & EHT (Paise per unit)
	Load Factor (%)
	HT
	EHT

	Upto 50%
	375
	370

	> 50% = < 60%
	330
	325

	> 60% 
	280
	280


351. In calculation of load factor, Maximum Demand shall be taken as per Reg.2(aa) of OERC Distribution (Conditions of Supply) Code, 2004. Also load factor has to be calculated as per Reg. 2(y) of OERC Distribution Code, 2004. 


Over Drawl Penalty due to Excess Drawl during Off Peak Hours

352. The Commission has allowed consumers with two-part tariff to draw up to 120% of their contract demand during off peak hours without any penalty in demand charges. The Commission is of the opinion that drawl during off peak hours helps the system for maintenance of better frequency profile and also utilisation of surplus generation if any during this period. But any drawl above 120% of the contract demand during off-peak hours will attract penalty to the tune of double the demand charges for the incremental demand. The off peak hours for this purpose is defined as 12 midnight to 6 AM of the next day. When maximum demand exceeds the contract demand during hours other than off peak hours such excess demand is liable for a penalty payable at double the demand charges for the incremental demand. The philosophy of migration of load from other than off peak hours to off peak hours is defeated when some consumers exceed their drawal over contract demand during other than off peak hours and simultaneously avail of off peak hour overdrawal benefit. Therefore, the Commission directs that the consumers who over draw beyond their contract demand during hours other than off peak hours shall not be eligible for off peak hours over drawal benefit. The Commission further clarifies that when there is statutory load restriction the contract demand shall be calculated basing on the restricted demand.
Special Tariff for Industries with Contract Demand of 100 MVA and above 
353. Special Tariff for Industries with contract demand of 100 MVA and above and maintaining a guaranteed monthly off take of 80% has been allowed since 1999-2000. The same tariff was discontinued with effect from FY 2008-09 when Commission found that there was no taker of it. Subsequently, the Commission reintroduced it in FY 2009-10 due to pleading of some industries before the Commission. Now the Commission revises the special tariff which a rate 330 paise per unit which effect from 01.04.2010. The other conditions to avail this tariff will remain same as before. This tariff will assure high revenue inflow to the distribution companies and help them to reduce the overall distribution loss.

Power factor incentive/penalty

354. Some of the objectors pleaded for restoring incentive for improvement in power factor from 90% and above and penalty at the same rate for low power factor. The Commission had revised the power factor limit from 95% to 97% to avail incentive on the monthly demand charge and energy charge w.e.f. FY 2009-10. The Commission examined the desirability of continuing with the present parameters for incentive calculation on improved power factor. On examination of financial implication of present method of power factor incentive/penalty calculation the following information have been obtained from the DISCOMs for the period April, 2009 to September, 2009. 
Table - 40
	Licensee
	Incentive given 

(Rs. Crore)
	Penalty received 

(Rs. Crore)

	CESU
	1.198
	1.515

	NESCO
	2.548
	1.079

	WESCO
	3.470
	2.386

	SOUTHCO
	0.226
	0.164


From the above information it is clearly understood that the consumers are getting more incentive for improved power factor than paying penalty for maintaining power factor below 90% except in case of CESU. It is to be clarified that at the level of 97% of power factor the reactive energy drawal is about 25% of the active energy. The consumers have to be vigilant enough by adoption of different power factor corrective measures to avail the incentive. The Commission feels that at least a large group of consumers should be in such an efficient power factor band that it is a win-win situation for both licensee and the consumers. Therefore, the Commission revises the lower limit of power factor from 90% to 92% below which penalty can be levied on the consumers. The 92% power factor is a level at which reactive energy drawal is high as 43% of active energy. The consumers must not draw more reactive energy to burden both the licensee and themselves. The Commission has already directed the STU to install capacitor banks in 23 nos. of Grid Substations of the State totalling 275 MVAR of reactive compensation by 2010-11. Therefore, the consumers have to install capacitors at their end to relieve DISCOMs from reactive power drawal and at the same time get power factor incentive which will justify the expenditure in capacitor installation. 

Energy Conservation 

355. The majority of lighting needs of households in our country is met by incandescent bulbs which are extremely energy inefficient as 95% of the electricity is converted into heat and just 5% for lighting. The domestic lighting accounts for about 25% of domestic electricity consumption and has a significant potential for reduction of the load without compromising on the lumen output by use of energy efficient lighting in place of incandescent bulbs. Compact Fluorescent Lights (CFLs) conforming to IS:15111 Part 1 & 2 (last revision November, 2008) with lower mercury content and higher power factor of 0.85 with lower harmonics and a minimum life of 6000 burning hours now provide that energy efficient alternative to incandescent bulbs by using one-fifth as much electricity but with same lumen output. However, the penetration of CFLs in the Indian domestic sector in general and Orissa state in particular remains low at 10% largely due to almost 10-12 times the cost of CFL.
BEE has prepared an innovative action plan namely the Bachat Lamp Yojana (BLY) which was launched at national level by the Union Minister for Power on 25.02.2009. The Bachat Lamp Yojana promotes replacement of inefficient bulbs with CFLs by leveraging the sale of Certified Emission Rights (CERs) under the Clean Development Mechanism (CDM) of the Kyoto Protocol. The scheme provides a unique platform for a robust Public-Private-Partnership(PPP) between the Government of India, Private sector CFL suppliers and the State level Electricity Distribution Companies (DISCOMs) and provides the framework to distribute high quality CFLs at Rs. 15 per piece to the households of the country. Under the scheme only 60 Watt and 100 Watt incandescent Lamps have to be replaced with 11 to 15 Watt and 20 -23 Watt CFLs respectively.

As BEE will render its technical and advisory services for monitoring of the project area/areas covered under BLY Scheme only upto March, 2012, all the 4 DISCOMs of Orissa should launch BLY Project during FY 2010-11 to take advantage of full benefits under the BLY Scheme. Govt. of Orissa may also impress upon all the four Distribution Companies to adopt BLY of BEE in "MISSION-2010" mode and DISCOMs should complete the BLY in their command area of operation by end of 2010 so that Orissa can reduce its 40% evening peak demand by that time due to this BLY alone. In addition, DISCOMs, in order to encourage consumers to pay electricity dues in time, may introduce a gift scheme to all the bonafide consumers who avail regular rebate, one CFL free or at reduced rate in every alternate month. This energy conservation measure could be given wide publicity in the print and electronic media and may be started with right earnest immediately.
Demand Side Management

356. Implementation of Intra-State ABT is an effective tool for Demand Side Management. OERC has issued OERC (Intra-State ABT) Regulation, 2007 which was to be made effective from 14.02.2008. But this has not been possible due to various reasons.

357. The Commission expresses its displeasure that the action taken by all the stakeholders especially DISCOMs in commercial implementation of Intra-state ABT in the State of Odisha is not at all satisfactory. The Commission hereby directs all DISCOMs to make their DSOCCs fully operational by 30.04.2010 with deployment of requisite personnel, hardware & software to man these DSOCCs on 24x7 hour basis. The Commission also hereby directs OPTCL to install the UFRs on all 33 KV feeders with graded settings by 30.04.2010 as per the requisition of DISCOMs. The Commission further directs SLDC to set-up and commission EASSC by 30.04.2010 so that SLDC should prepare & issue monthly Energy Accounts, weekly UI & Reactive Energy Accounts w.e.f. 01.05.2010. The Commission would decide shortly the exact date of implementation of Intra-State ABT (Phase-I) for commercial settlement of UI & Reactive Energy Account.
Provisional / Average / Load Factor basis Billing

358. The provisional billing has been allowed by the Commission under Regulation 93 (8) and 99 of OERC Distribution (Condition of Supply) Code, 2004. The amount thus billed shall be adjusted against the bill raised on the basis of actual meter reading during subsequent billing cycle. Such provisional billing shall not continue for more than one meter reading cycle at a stretch. If the meter remains inaccessible even for the next cycle the licensee is free to proceed as per Section 163 of the Electricity Act, 2003 which may lead to cut-off the supply to the consumers. Therefore, the licensee must act expeditiously in case of inaccessibility of meter for reading purpose. In no case billing should be made on provisional basis for more than one billing cycle. 
359. Average billing is allowed by the Commission under Regulation 97 of Supply Code, 2004 for the period the meter remains defective or is lost. The billing shall be made on the basis of average meter reading for the consecutive three billing periods succeeding the billing period in which the defect or loss was noticed. The Commission has not allowed average meter reading in any other case except in case of defective meter or when the meter is lost. Therefore, the licensee must desist from billing on average basis in other cases.
360. Load factor billing has been abolished by the Commission w.e.f. 01.04.2004. It should not be utilized as a substitute billing methodology when the licensee is unable to read meter for what so ever reason. Therefore, the Commission directs that the licensee must adhere to the codal provision strictly. The consumers are at liberty to take recourse to remedial measures as provided in the Electricity Act, 2003 and Supply Code, 2004.


Pricing of emergency supply of power to CGP

361. As per Regulation 80(15) of OERC Distribution (Conditions of Supply) Code, 2004, this category relates to supply of power to industries with generating stations including Captive Power Plants only for start-up of the unit or to meet their essential auxiliary and survival requirements in the event of the failure of their generation capacity. Such emergency assistance shall be limited to 100% of the rated capacity of the largest unit in the Captive Power Plant of Generating Stations. 

362. The Commission vide Order dtd. 28.10.2009 has approved the following attractive tariff for harnessing of surplus/bottled up power of about 600 MW from Captive Generating Plants/Cogeneration plants of the State. Para-19 of the aforesaid order is reproduced below for ready reference and compliance by GRIDCO, DISCOMs, OPTCL and SLDC.
“19. Accordingly in continuation of the review order dt.30.06.2009, the Commission now directs and stipulates as under:

(i) 
The price of supply of energy upto 3.6 MU/month (~ 5 MW Avg.) would be 
Rs.3.10/KWH.

(ii) 
The price for supply of incremental energy above 3.6 MU/month upto 36 
MU/month (~ 50 MW Avg.) would be Rs.3.40 per Kwh.

(iii)
 In respect of supply of incremental energy above 36 MU/month upto 72 
MU/month (~ 100 MW Avg.), the price would be Rs.3.70 /Kwh.

(iv)
In respect of supply of incremental energy beyond 72 MU/month, the 
incremental energy would be priced at Rs.4.05/Kwh.

(v)
As regards the pricing of power supply by the co-generating plants Rs.3.20 
per unit would be paid up to 3.6 MU/month and for injection beyond 3.6 MU 
the additional unit will qualify for payment at the same rate as that of (ii), (iii) 
& (iv) above.

xxxxxxxxxx

(ix) 
Regarding the pricing of drawal of emergency and back up power by the industries having captive generation, the matter has already been clarified in para 8(ii) of the order dated 27.6.2009 in Case No.59 /2009 (Gridco Vrs. CCPPO). However, it has been suggested by CCPPO in order to discourage the industrial units having captive power plants to draw power from grid instead of making full utilization of their installed capacity, there is need to disincentivise drawal from the grid without making full utilisation of the installed capacity by the CGP. Hence, such of the CGP generally supplying power to GRIDCO, as per the agreement draws power from the grid for either emergency or back-up power shall be charged at 105% of the maximum rate at which they are paid for their surplus power or the rate prescribed vide para 447 of the RST order dt.20.3.2009 for the year 2009-10 in case No.66, 67, 68 & 69 of 2008, whichever is higher. Accordingly, the agreement between the CGP and GRIDCO should contain such a stipulation. The drawl by CGPs from the Grid and injection by CGPs to the grid shall be metered separately and be settled at the respective rate as above.
363. DISCOMs submit that while they provide online 24x7 hrs. supports to the CGPs they do not pay demand charges for the emergency assistance of DISCOMs. They apprehend misuse of emergency power supply to CGPs for any other purpose which is contrary to the Regulation. The Commission observes that the relationship between CGPs and DISCOMs are symbiotic in nature. CGPs help the DISCOMs by injecting their surplus power into the Grid at the time of the need. The Commission has already dealt with this matter in para 19(ix) in Case No.06-20/2009 dtd.28.10.2009. Although CGPs do not pay demand charges, they pay single part tariff in the form of higher energy charges than similarly placed HT and EHT industries. Therefore, levying demand charges on CGPs would be an unjust taxing on them. Now the Commission fixes revised single part tariff for emergency power drawal by CGP at HT & EHT as mentioned in Schedule-B. Therefore, the Commission’s Order in para 19(ix) in Case No.06-20/2009 dtd.28.10.2009 to that extent hereby stands amended w.e.f. 01.04.2010.

Reduction of Contract Demand for Industries with Captive Generating 
Plants (CGPs)
364. Provisions for reduction of contract demand have been incorporated in the Distribution Code keeping in view the financial viability of the utility for the investment made. In case the agreement is executed for a period of only one year, the recovery cost will be quite high and the tariff will be unaffordable if the commercial viability norms are applied. Besides, no utility will be able to prepare perspective plan for growth and development on a long term sustainable basis. In this connection we quote Regulation 81 of OERC Distribution (Condition of Supply) Code, 2004.

“The licensee may, having regard to the nature of supply and purpose for which supply is required, fix special tariff and conditions of supply for the consumers not covered by the classification enumerated in this Code. For such purpose licensee may enter into special agreements with the approval of the Commission with suitable modifications in the Standard Agreement Form. The tariff in such cases shall be separately approved by the Commission.”
365. With regard to the imposition of time limit for reduction of contract demand with specific reference to industries having CGPs, the Commission would like to observe that the reduction of contract demand as discussed in the above para may be possible within the framework of OERC Distribution (Conditions of Supply) Code, 2004.

Enhancement of Demand Charge of Consumers at HT having CD >70 KVA <110 KVA

366. The Commission took into consideration the submission of licensees to raise the demand charge for consumers drawing power at HT and having Contract Demand more than 70 KVA to Rs.200/KVA/month. Since most of the consumers with CD of 70 KVA to 110 KVA are under the Medium Industry category and pay Rs.50/KW/month as Demand Charges, raising that to Rs.200/KVA/month for those availing power supplies at HT would be discriminatory as similar industries at LT pay only MMFC at existing rates. Besides, consumers availing power at HT help in reducing T&D loss of the licensees. Therefore, the Commission decides to continue with the present rate of demand charge for those consumers.

KVAH Billing

367. CESU, WESCO, NESCO and SOUTHCO have proposed KVAH billing for all LT/HT three-phase industrial consumers for which no PF penalty is provided due to their drawal of energy at low power factor. But, for switching to KVAH billing mode, use of static meter is essential. The Commission in para 312 of RST order for FY 2009-10 had directed to submit the availability of static meters for low voltage consumers having connected load of 10 KW and above. From the submission of the DISCOMs it is learnt that they are on the process of fixing static meters for low voltage consumers having connected load of 10 KW and above which is very likely spill over to the next financial year. Therefore, the issue of KVAH billing may be deliberated in the subsequent tariff filing when the whole exercise of fixing static meter is fully completed.


Rural Electrification
368. The Commission is aware of the fact that Govt. of India including the State Govt. have taken up Rural Electrification work in a massive scale through schemes like RGGVY and BGJY in consonance with the national agenda to achieve 100% rural electrification and providing electricity to households by 2012. The DISCOMs have apprehended that extension of lines would mean additional technical loss apart from commercial loss arising out of serving low-end consumers. There is partial truth in their argument. However, there are numbers of remedial measures available to them as a part of the Rural Electrification scheme. Some of the highlights of the RGGVY Schemes which are helpful for reduction of loss both technical and commercial are:
· Deployment of franchisee for the management of rural distribution for better consumer service and reduction in losses.
· Supplying power to the beneficiary through LT less system.

· Undertaking by States for supply of electricity with minimum daily supply of 6-8 hours of electricity in the RGGVY network. 

· Making provision of requisite revenue subsidy by the state. 

· Determination of Bulk Supply Tariff (BST) for franchisee in a manner that ensures commercial viability. 

· Three tier quality monitoring Mechanism for XI Plan Schemes made mandatory. 


Therefore, the DISCOMs should expeditiously finalize the franchisee system for newly created RE networks before taking over. As the RGGVY scheme envisages minimum 6-8 hours of supply to rural areas that will definitely help the DISCOMs in reducing distribution loss. Some DISCOMs submitted during hearing that the meters provided for new Kutir Jyoti connections are of inferior quality, therefore, the Commission like to emphasize that the meters provided to any consumer category must conform to the provisions of Metering Regulations stipulated by CEA. Hence, the DISCOMs must ensure the application of relevant provision of Metering Regulation before taking over the newly created distribution network. The Commission further wants to add that as per the notification of Govt. of Orissa for BGJY network the Executive Engineers of concerned DISCOMs are Electrical Inspectors. Therefore, there cannot be any problem or discrepancy in the quality of meters or any hardwires of RE networks. By adopting the above means the DISCOMs will be hopefully in a position to contain the losses that will accrue due to extension of network to rural areas.


Agricultural Tariff
369. In para 8.3 of the National Tariff Policy, sub-para(3) it is clarified that while fixing tariff for agricultural use the condition of ground water table to prevent excessive depletion of ground water need to be taken into consideration apart from keeping in mind the average cost of supply. At present we do not have information from Govt. of Orissa for providing tariff subsidy to any category of consumers. The Commission on the other hand is bound by the provisions Sec.65 of the Electricity Act, 2003 which provides that for any relief to any class of consumer, advance subsidy needs to be provided by the State Govt. 
370. Payment/deposit of subsidy in advance is the pre-requisite before applying subsidized rate of tariff for such category of consumers. In this connection, sub-para(4) of the Tariff Policy is quoted below for appreciation: 

“Extent of subsidy for different categories of consumers can be decided by the State Government keeping in view various relevant aspects. But provision of free electricity is not desirable as it encourages wasteful consumption of electricity besides, in most cases, lowering of water table in turn creating avoidable problem of water shortage for irrigation and drinking water for later generations. It is also likely to lead to rapid rise in demand of electricity putting severe strain on the distribution network thus adversely affecting the quality of supply of power. Therefore, it is necessary that reasonable level of user charges are levied. The subsidized rates of electricity should be permitted only up to a pre-identified level of consumption beyond which tariffs reflecting efficient cost of service should be charged from consumers. If the State Government wants to reimburse even part of this cost of electricity to poor category of consumers the amount can be paid in cash or any other suitable way. Use of prepaid meters can also facilitate this transfer of subsidy to such consumers. In spite of the above provisions of Law and Tariff  Policy the Commission has kept the Irrigation Pumping tariff constant that too at a minimum level for last several years to boost up Government’s Agricultural Policy.”  

Fuel Price Adjustment (FPA)
371. It is observed that there is a wide variation in coal and oil price (both in upward and downward directions) during the period from April, 2009 to January, 2010. Accordingly, the FPA rates for thermal power stations have been varied erratically. The variation in FPA Rates in recent times was due to the use of imported / high cost coal by NTPC for power generation in its Plants. The Commission is of the opinion that the use of imported /high cost coal for generation of power may not be regular and permanent phenomenon. In fact, this may or may not continue during the year 2010-11. Considering the above, the Commission has estimated the average FPA rate based on the average price and GCV of coal and oil for the period from April,09 to January,10 with 10% escalation over average FPA to meet the variations as  against an escalation of 11% proposed by GRIDCO. In case there is any further variation in FPA during 2010-11 over and above 10% assumed by the Commission, GRIDCO may recover such additional cost of coal and oil in accordance with the procedure and guidelines outlined in Appendix-7 read with the Regulations 60 of the OERC (Conduct of Business) Regulations, 2004. This would be over and above the normal tariff applicable.
Cross Subsidy in Tariff

372. The Hon’ble High Court of Orissa in its order dtd.16.3.2010 passed in WP(C) No.6624, 6625 & 6626 of 2008 while dealing with cross-subsidy has directed the Commission as follows in para 10 of the said order:

“10.
However, in order to avoid multiplicity of litigations and taking into consideration the entire facts of the case, including subsequent developments, namely pendency of tariff proceeding for the year 2010-11 before the OERC, this Court directs the OERC to strictly comply with the requirement of Sections 61 and 62of the Electricity Act, 2003 and Regulation 7(c)(iii) of Orissa Electricity Regulatory Commission (Terms and Conditions for Determination of Tariff) Regulation, 2004 while fixing the tariff for the financial year 2010-11. Further, the Orissa Electricity Regulatory Commission is also directed to fix the cost of supply at various voltage i.e. EHT, HT, LT and the Orissa Electricity Regulatory Commission shall also indicate the extent of cross-subsidy existing and plan of action to reduce it to over a period of time as envisaged in Section 61(g) of the Electricity Act, 2003 and Regulation 7(c)(iii) of OERC (Terms and Conditions for Determination of Tariff) Regulations, 2004.”

373. Thus, as per the order of the Hon’ble High Court, the Commission is required to indicate the cost of supply for each category and extent of cross-subsidy existing and plan of action to reduce it to over a period of time as envisaged in Section 61(g) of the Electricity Act, 2003 and Regulation 7(c)(iii) of OERC (Terms and Conditions for Determination of Tariff) Regulations, 2004.
374. With regard to fixation of cost of supply it may be stated that as per Section 62 of the Electricity Act, 2003, the Commission is required to determine the Retail Tariff to be charged by the Distribution Licensees from its consumers. The Commission while determining the tariff is required to give consideration to the factors (load factor, power factor, voltage etc.) listed in Section 62(3), 61(c) and 61(e) of the Electricity Act, 2003 which are essentially cost determinants. Economically efficient tariff should consider the cost impact of these factors only without providing for any cross subsidies. The Electricity Act, 2003 recognizes the fact that tariff of some consumer categories are presently below the cost of supply and being cross-subsidized by other categories. Therefore, it is desirable that a tariff shock due to abrupt elimination of cross-subsidy for such consumers should be avoided. Hence, it provides for progressive reduction of cross-subsidy and does not provide for elimination of cross-subsidy.
In terms of Section 61(g) of Electricity Act, 2003 the appropriate Commission shall be guided by the objective that the tariff progressively reflects the efficient and prudent cost of supply of electricity and also reduces cross-subsidies in the manner specified by the Commission. Para 8.3.2 of Tariff Policy enjoins that for achieving the objective that tariff progressively reflects the cost of supply of electricity, the SERC would notify road map within 6 months with a target that latest by the end of year 2010-11 tariffs are within ± 20% of the “average cost of supply”.

375. The National Electricity Policy also envisages existence of some amount of cross-subsidy. As per para 1.1 of National Electricity Policy, the supply of electricity at reasonable rate to rural India is essential for its overall development. Equally important is availability of reliable and quality power at competitive rates to Indian Industry to make it globally competitive and to enable it to exploit the tremendous potential of employment generation. Similarly, as per para 5.5.2 of the National Electricity Policy, a minimum level of support may be required to make the electricity affordable for consumers of very poor category. Consumers below poverty line who consume below a specified level, say 30 units per month may receive special support in terms of Tariff which are cross-subsidized. Tariff for such designated group of consumers will be at least 50% of the “average (overall) cost of supply”.

376. Section 62 of the Electricity Act, 2003 empowers OERC to determine tariff for retail sale of electricity. While doing so, the Commission is to be guided by National Electricity Policy and Tariff Policy under the provision of Section 61 (i) of the said Act. We have already discussed the provisions regarding the reduction of cross-subsidy in the above two Policies of the Central Govt. The term cross-subsidy has not been defined in the Electricity Act, 2003, the National Electricity and the Tariff Policy. None of them also provide for methodology for computing cross-subsidy. The amount of cross-subsidy received /contributed by various consumer categories is dependent on the way the cost of supply is calculated. Such calculation may be:

· Average cost of supply

· Cost of supply voltage wise
· Cost of supply to various consumer categories
Depending upon the mode of calculation adopted, the cross-subsidy differs. However, the Clause 8.3 of the Tariff Policy requires tariff to be within ± 20% of the average cost of supply by 2010-11. Again as per para 5.5.2 of the National Electricity Policy, the Tariff for consumers of BPL category should be at least 50% of the average (overall) cost of supply.  From conjoint reading of the above provisions of National Tariff Policy and Electricity Policy, the cost of supply can be construed to mean the average cost of supply by the Licensee at different voltage taken together.

377. Some consumer groups argue in favour of determination of cost of supply by consumer category-wise. But, voltage-wise cost determination is the first step in determining the consumer-wise cost of supply. For voltage-wise cost determination, it is important that the accounting system of the Licensees are oriented towards capturing costs voltage-wise at the point of origin as and when these are incurred. The Commission has also emphasized the requirement for segregation of network cost in terms of voltage level (LT, HT & EHT). This has not been possible due to various reasons- such as determination of voltage-wise and consumer category-wise technical and non-technical losses, essential for determining cost of supply. In the absence of 100% working meters at the level of consumers and distribution transformer, it is quite impossible to determine the exact percentage of loss both at technical and commercial level. The distribution network of Orissa is such that it is technically not possible to segregate the common cost between different voltage levels. The accounting system of the DISCOMs may also be required to establish a basis for allocating common costs to all the voltage level which they have not been able to do till date. The submission of DISCOMs regarding cost allocation during tariff filing does not have technical or commercial data support. There will be a conjectural element in the determination of cost of supply in spite of all scientific rigours, especially because the distribution and transmission network are un-segregated. Because of such conjectural element estimates of cost of supply would differ from one stakeholder to another. Therefore, it would be prudent to accept the average overall cost of supply for the whole State as envisioned in Tariff Policy and National Electricity Policy for computation of cross subsidy.

378. Orissa has been following uniform Retail Tariff Model since the OSEB days. That means the electricity tariff of a particular category of consumer is same throughout Orissa irrespective of the DISCOMs to which he/she belongs. Although the Commission has differentiated consumers on certain factors such as load factor, power factor etc. as enumerated in the law but has not differentiated on the basis of geographical position. This has been necessitated due to lack of socio-economic uniformity of the State. Thus a domestic or BPL (Kutir Jyoti) consumer in CESU area pays the same tariff as a domestic or BPL (Kutir Jyoti) consumer of NESCO area.
379. Since FY 2005-2006 the Commission has embarked on a process of rationalization of tariff structures and has reduced the categories of consumers to three on supply voltage basis, namely EHT, HT and LT (except the sub- categories (1) Kutir Jyoti, (2) Domestic, (3) Irrigation pumping (4) Allied Agricultural Activities, (5) Allied agro-Industrial Activities and (6) General Purpose) each category being given the same uniform retail supply tariff for the entire State. The Commission has abandoned categorization of consumers on socio-economic grounds as such principle militates against rationalization of tariff but despite rationalization, the Commission has still provided cross-subsidy based tariff to the aforesaid six categories except General Purpose due to necessity for making electricity affordable for consumers of poor category as envisaged in National Electricity Policy. The cross-subsidy for the aforesaid five categories of LT consumers comes partly from “General Purpose” subcategory of LT consumers. This rationalization process follows the objective mentioned in the Preamble of the Act. The process is irreversible and the present tariff continues the process.
380. Separate concessional tariff for Power Intensive Industries has been withdrawn since FY 2008-09. Such concessional tariff cannot now be re-introduced, treating Power Intensive Industries as a sub-category of EHT consumers, inasmuch as that would go against the policy of rationalization. It would also result in cross-subsidization by other consumers in EHT categories as well as by consumers in HT and LT categories. Moreover, the statutory Policy of non-discrimination requires that concessional tariff for Power Intensive Industries should apply equally to all other EHT consumers of Orissa and the loss of revenue has to be filled up by the HT & LT consumers. In this context, it may be clarified that earlier concessional tariff to some Power Intensive Industries was based on special agreements between those few power intensive industries and the respective DISCOMs and now such special agreements no longer subsist, and the number of Power Intensive Industries have increased substantially, to about 71 in the whole State.
381. The power purchased for the requirement of the consumers of the State is managed by GRIDCO from different sources inside and outside the State. The power is pooled at GRIDCO’s end and is supplied to the DISCOMs at different Bulk Supply Prices fixed by the Commission. The differential BSP has been essential due to adoption of uniform retail supply tariff in the State as different DISCOMs have different consumer mix and incidental revenue earning capability. As already pointed out above, for retail tariff the “average cost of supply” is worked out on the basis of pooled power purchase cost of GRIDCO for the whole State following principles laid down in Tariff Policy and National Electricity Policy, and the cost of distribution for the whole State is added thereto. Cross-subsidy is derived from the excess/deficit of this State-wide retail tariff so calculated above / below the said average cost of supply. The State-wide retail tariff here is the tariff for each of the three categories of consumers namely EHT, HT and LT. This complies with Regulation 7 (c) (iii) of the OERC (Terms and Conditions for Determination of Tariff), Regulations, 2004, enacted earlier than the Tariff Policy. The provisions state:
“For the purpose of computing cross-subsidy the difference between cost-to-serve that category and the average tariff realization of that category shall be considered”.

In the context of the present rationalized tariff the word “category” in the above provision denotes EHT, HT and LT but “cost-to-serve that category” as per the aforesaid method of calculation from pooled power purchase cost, would turn out to be the same figure for each such category. It is noteworthy that the above provision is not region-specific, i.e. cost-to-serve is not to be calculated region-wise for distribution areas of NESCO, WESCO, SOUTHCO and CESU.

382. The methodology to find out cost to serve has been discussed in the Forum of Regulator which is a statutory body created under Electricity Act, 2003. As per their recommendation the cost to serve for ensuing year has been calculated basing on total revenue requirement of DISCOMs for saleable units. 
Table – 41
Computation of Average Cost of DISCOMs FY 2010-11








Rs. Crore
	Expenditure
	Approved

	 Cost of Power Purchase 
	3,431.19 

	 Transmission Cost 
	473.62 

	 SLDC Cost 
	3.58 

	 Total Power Purchase, Transmission & SLDC Cost(A) 
	3,908.39 

	 Employee costs 
	671.90 

	 Repair & Maintenance 
	149.29 

	 Administrative and General Expenses 
	95.72 

	 Provision for Bad & Doubtful Debts 
	62.90 

	 Depreciation 
	85.74 

	 Interest Chargeable to Revenue including Interest on S.D 
	125.12 

	 Sub-Total 
	1,190.67 

	 Less: Expenses capitalised 
	3.08 

	 Total Operation & Maintainance and Other Cost  
	1,187.59 

	 Return on equity 
	36.00 

	 Total Distribution Cost (B) 
	1,223.59 

	 Amortisation of Regulatory Asset 
	               -   

	 True up of Past Losses 
	               -   

	 Contingency reserve 
	               -   

	 Total Special Appropriation (C) 
	 NIL 

	 Total Cost (A+B+C) 
	5,131.98 

	 Approved Saleable units (MU) 
	15676.55

	 Average Cost (per Unit) 
	327.37 


The average tariff for FY 2010-11 is 320.58 paise per unit where as average cost of supply by DISCOMs is 327.37 paise per unit during the same period as calculated above. As mentioned above, the average tariff in comparison to average cost of supply is lower, because of the fact that miscellaneous receipts amounting Rs.122.63 cr. got adjusted from the total revenue requirement leaving the balance amount to be recovered through the tariff from the consumers at an average rate of 320.58 paise per unit.
383. Regarding the extent of cross-subsidy existing at various voltage levels, let us examine how far the Commission have kept cross subsidy within ± 20% of the average cost of supply as mandated in para 8.3.2 of Tariff Policy.
Table – 42
	Year

(1)
	Level of Voltage

(2)
	Average cost of supply for the State as a whole (P/U)
(3)
	Tariff

(P/U)
(4)
	Cross-Subsidy

(P/U)
5 = (4) – (3)
	Percentage of Cross-subsidy above/below or cost of supply

(6)

	2009-10
	EHT

HT

LT
	263


	295.05

308.68

179.99
	32.05

45.68

(-) 83.01
	(+) 12.18

(+) 17.36

(-) 31.56

	2010-11
	EHT

HT

LT
	327.37
	379.93

383.68

219.21
	52.00

56.31

 (-) 108.16
	(+) 15.88
(+) 17.20
(-) 33.03


Section 61 (c) of Electricity Act, 2003 envisages that while determining tariff the Commission shall be guided by the factors which would encourage competition, efficiency, economical use of resources, good performance and optimum investment.  Therefore, the industries which function efficiently are expected to utilize their production capacity and consequently attain the load factor of 80% or above. Accordingly, the tariff of HT and EHT industries at 80% load factor has been taken for determining the level of cross-subsidy in the table above. 
The recommendation of the Tariff Policy suggests that the Commission should aim at reducing the cross-subsidy to operate within a band of ± 20% of the cost of supply. The purpose of prescribing a band is to leave discretion with the Commission to fluctuate cross-subsidy within the band due to unforeseen causes like changes in Govt. policy, changes in mix of generation sources, necessary purchases of power from un-scheduled sources, etc.

Plan of Action for Reduction of cross-subsidy
384. As regards the plan of action to reduce the cross-subsidy over a period of time as envisaged in Section 61(g) of the Electricity Act, 2003 and and Tariff Policy. it may be stated that in respect of industries under HT & EHT category are paying cross-subsidy within (+) 20% of the average cost of supply as shown in the above table. The objective of the Tariff Policy has been achieved with regard to HT and EHT categories. In case of consumers under LT category the existing cross-subsidy is within (-) 33% of the average cost of supply. The cost of supply at LT level is high because of higher distribution loss in that voltage level. The cost of supply at LT level can be reduced by arresting the distribution loss. Huge investment is required for technical upgradation of distribution network and enforcement of anti-theft measures to be taken by licensees supported by Govt. agencies to curb the loss at LT level. Since, these consumers under LT category constitutes low end consumers such as Kutir Jyoti, Domestic, Agriculture etc. sudden rise of tariff may create a tariff shock for such consumers. As there is no subsidy from the State Government under Section 65 of the Act the Commission has endeavoured to raise tariff of LT category gradually to achieve the objective of the Tariff Policy. Section 61 (d) of the Electricity Act, 2003 provides that while determining tariff Commission is to safeguard the interest of the consumers and at the same time ensure the recovery of the cost of electricity in a reasonable manner. In this context Section 61 (g) is to be read conjointly with Section 61 (d) so that recovery of cost of electricity can be ensured simultaneously with safeguarding the interest of consumers. The Commission as Regulator has onerous task of balancing the interest of various stakeholders while determining tariff and dealing with the issue of cross-subsidization.

FINANCIAL ISSUES FY 2010-11 (Para 385 to 501 )

Employee Cost
385. The petitioners WESCO, SOUTHCO, NESCO and CESU in their ARR and tariff petition for the FY 2010-11 have projected enhanced employees cost as against the approved cost for FY 2009-10. A comparison of the approved Employee cost for FY 2009-10 and proposed cost by DISCOMS for FY 2010-11 is shown in table below.
Table – 43
(Rs. Crore)

	 
	WESCO
	NESCO
	SOUTHCO
	CESU

	 
	Approved FY 2009-10
	Proposed FY 2010-11
	Approved FY 2009-10
	Proposed FY 2010-11
	Approved FY 2009-10
	Proposed FY 2010-11
	Approved FY 2009-10
	Proposed FY 2010-11

	Basic Pay+ GP
	46.24
	79.91
	37.71
	62.85
	34.11
	53.10
	58.09
	171.05

	Arrear 6th pay and wage board
	 
	 
	 
	 
	 
	68.31
	 
	 

	Dearness Allowance
	21.73
	29.57
	17.72
	23.07
	16.03
	19.64
	27.3
	71.84

	HRA
	7.4
	14.38
	6.17
	11.85
	5.4
	9.55
	9.3
	34.21

	Other Allowance
	28.94
	16.53
	26.04
	10.2
	22.52
	6.08
	50.48
	93.07

	Terminal benefit
	37.04
	112.15
	27.19
	125.11
	20.53
	45.85
	49.68
	63.45

	Sub-Total
	141.35
	252.54
	114.83
	233.08
	98.59
	202.53
	194.85
	433.62

	Less: Expenses Capitalized
	2.47
	2.51
	0.55
	0.56
	 
	3.13
	 
	 

	Total Cost
	138.88
	250.03
	114.28
	232.52
	98.59
	199.40
	194.85
	433.62

	% rise over the approval of  2009-10
	 
	80.03
	 
	103.47
	 
	102.25
	 
	122.54


Note :
The employee cost has been projected  including arrears towards 6th pay revision and Wage Board award by all the DISCOMs. CESU has projected employee cost including additional recruitment of about 5800 regular employee and about 800 contractual employees during the FY 2010-11.
386. The table above reveals that for the ensuing year the licensees have proposed a substantial rise in employees cost compared to the approval for the FY 2009-10. The enhancement is mainly attributable two major factors. The DISCOMs have implemented 6th Pay Revision wef 01.01.2006 and Wage Board wef 01.04.2005 and have already started paying the enhanced salaries during the current year 2009-10. The DISCOMs have projected their employee cost taking into account the arrears from the date of implementation of 6th pay revision and Wage Board  award. The terminal liability of the employees have also been consequently enhanced which has also been major contributor to the increased projection in the employee cost. The percentage rise in the CESU’s estimation towards employee cost for the ensuing year i.e. 2010-11 over the approved figure of 2009-10 is highest at 122.54% mainly due to implementation of 6th pay revision, Wage Board award and proposed additional recruitment of about 6000 regular employees during ensuing year 2010-11.
387. The Commission during the last tariff order for FY 2009-10 had taken into account the implementation of the 6th pay Commission recommendations and allowed 30% hike on the pre-revised basic pay, DA & HRA to accommodate such revision. Accordingly commission allowed an additional amount of Rs 22.61 crore, Rs.18.48 crore, Rs.16.11 crore and Rs.28.40 crore to WESCO, NESCO, SOUTHCO and CESU to accommodate hike on account of 6th pay revision. The Commission did not provide for arrear payment in the ARR of 2009-10 since it would have led to a sizeable increase in ARR which has a cascading effect on the tariff. Regarding payment of arrears Commission observed the following in the ARR of 2009-10:
328. 
The Commission would like to make it clear that payment of revised pay and allowances is entirely contingent upon efficient collection of revenue and affordability of the licensees. While Commission is of the opinion that the employee should not be deprived of their genuine and legitimate claims, at the same time directs that DISCOMs should make all out effort to collect extra revenue, out of the receivables lying uncollected with the consumers to meet the arrear payment of employees.

329. 
In the present scenario the performance of the DISCOMs in terms of billing and collection is really very disappointing. As such there is no scope to accommodate the payment of arrears. The payment of current revised pay and allowance would be guided by sufficiently extra efforts to increase the billing and collection efficiency and substantial reduction of the present loss level.
330.
In order to address the issue of impact of Sixth Pay revision and Wage Board award, Commission Provisionally allows revision at an average rate of 30% on the pre-revised basic pay, DA & HRA for the financial year 2009-10 only without considering the payment towards arrear. The differential amount, if any will be taken care of in the truing up exercise after the audited accounts are available to the Commission and after being satisfied the extra efforts having been made to enhance the billing and collection efficiency. 
388. Commission has also dealt with the issue of arrear payment separately and vide para 15 of the order dtd.20.10.2009 in Case No.104 of 2009 have given the following directions: 

3.
The apportionment of the arrear electricity dues already collected and to be collected has been dealt with in para 11 of the Interim Order dated 5.9.2009 which is extracted below for ready reference. 

“11.
Similarly, as an interim measure with regard to the apportionment of arrear revenue collected as indicated in par (B) of the Commission letter No.995 dtd.06.05.2009, the same is clarified and modified to the extent as indicated hereunder. At a particular point of time the arrear amount collected may be released to meet 40% of the arrear salary worked out upto 31.03.2009 or a part thereof, but this has to be subsequently adjusted to comply with the direction of the Commission for utilizing 50% of the arrear collected to meet the 40% of the arrear salary calculated upto 31.03.2009 or a part thereof and the balance arrear collected has to be apportioned to meet the balance arrear BST dues of GRIDCO approved for 2009-10 and other BST dues not included in the ARR for the year 2009-10. DISCOMs have to step up their concerted efforts to collect the arrear outstanding as on 01.04.2009 during 2009-10 for which monthly targets has to be fixed for each division, sub-division and section. It is the arrear collection of revenue outstanding as on 01.04.2009 which will determine the payment of arrear salary/wages worked out upto 31.03.2009 and no part of the current revenue shall be released to meet any part of the arrear salary. For the purpose of ascertaining correctness of the amount of arrear collected, the stipulations and instructions issued in para 9(C) and 9(D) of the letter No.DIR(T)-342/08/995 dtd.06.05.2009 shall be followed.”

389. Further in Letter No. DIR(T)-342/08/3263 dated 29.01.2010 to all the DISCOMs, Commission directed the following regarding release of arrear salary:

In order to release the arrear salary by GRIDCO the DISCOMs need to furnish information on arrear collected during the financial year 2009-10. The arrear dues towards employee cost are supposed to be paid out of the arrear collected. But GRIDCO in a letter to the Commission mentioned that the DISCOMs have not furnished the details of appropriation of arrear payment out of the collection made against the arrear outstanding as on 31.03.2009. Hence, the DISCOMs are directed to furnish month-wise information (Apr-Dec’09) on collection of revenue (i) out of current and (ii) out of arrear on or before 07.02.2010 at the latest. 

DISCOMs have not complied with the orders of the Commission as above. Hence no amount towards payment of arrears is allowed by the Commission in this order.

390. The audited accounts of the licensees are now available with the Commission upto the following years:
Table – 44
	Name of DISCOMs
	Year

	WESCO
	2008-09

	NESCO
	2008-09

	SOUTHCO
	2008-09

	CESU
	2007-08


391. In order to arrive at the estimates of requirement under Basic Pay including Grade Pay the assessment of number of employees as on 31.03.2010 and 31.03.2011 is essential. Regarding number of employees DISCOMs have furnished the information on the induction and reduction in the number of employees from year to year. The position upto the year ending 2010-11 is depicted in table below:

Table – 45
	Particulars 
	WESCO 
	NESCO 
	SOUTHCO
	CESU 

	No. of employees as on 31.03.2009
	5100
	4306
	3833
	5546

	Add: Addition during 2009-10
	83
	131
	278
	113

	Less: Retirement/Expired Resignation during 2009-10
	237
	250
	353
	424

	No. of employees as on 31.03.2010
	4946
	4187
	3758
	5235

	Add: Addition during 2010-11
	763
	113
	225
	6305

	Less: Retirement/Expired/ Resignation during year
	256
	217
	224
	449

	No. of employees as on 31.03.2011
	5453
	4083
	3759
	11091


392. CESU for the year 2010-11 has projected a 75% increase in the manpower strength, considering increase in the consumer strength & sanctioned strength of employees as on 1st April 1999 ( The date creation of CESCO now CESU) and sanctioned strength & consumer strength as on 1st April 2009.  CESU in its reply to the query raised by the Commission furnished the required of details of the contractual engagement of persons and the cost involved during the current FY 2009-10. The details are as below:

Table - 46
	Engagement of Contractual employee cost for CESU

	Sl. No
	Category
	Year
	Basic
	HRA
	Total              (per month)
	Nos.
	Total

(        (Rs. Crore)

per Annum

	1
	Jr. Art-B
	2007 to 10
	3800
	500
	4300
	960
	4.95

	2
	Off.Asst./Bill Coll. etc. 
	2007 to 10
	4000
	1000
	5000
	1081
	6.49

	3
	NMR 
	2007 to 10
	
	
	2670
	109
	0.35

	 
	Grand Total 
	 
	7800
	1500
	11970
	2150
	11.79


393. As regards the position of number of employees in various DISCOMs over the years, during the year 1998-99, GRIDCO carried out an actuarial valuation for quantification of the terminal liabilities of employees of its transmission as well as its distribution business as on 31.3.1999 by an independent actuary as mandated by the transfer notification dt.28.11.1998. According to the report of the actuary, the position of no. of employees as on 31.3.1999 is given as under:- 
Table – 47
	
	OPTCL
	WESCO
	NESCO
	SOUTHCO
	CESU
	Total

	No. of Employees
	Existing
	5,974
	5,562
	4,599
	4,674
	8,608
	29,417

	
	Retired
	4,493
	Nil
	Nil
	Nil
	Nil
	4,493

	
	Total
	10,467
	5,562
	4,599
	4,674
	8,608
	33,910


394. Presently the existing regular employee’s strength of CESU is 5235 as on 31.03.2010. Thus the employee’s strength has been reduced by nearly 3000 given the fact that the consumer strength is nearly doubled and there is considerable addition to the network assets. CESU has now proposed to add 5856 more regular employees during FY 2010-11 to augment its present strength from 5235 to 11091. In addition to proposed recruitment of regular employees, CESU has also proposed to add another 810 contractual employees during FY 2010-11. 
395. The Commission analysed the said proposal of CESU regarding addition of employees during the ensuing year. Commission is of the view that addition of double the existing employees in a single year would escalate the employee cost substantially at one go which would jack up the Employee cost to more than the double of the present level. This would therefore require a higher Revenue requirement to CESU and consequent tariff shock to the consumers. The employee cost has already taken a quantum jump due to implementation of 6th Pay recommendations and Wage Board award. This has also resulted in increased requirement in the terminal benefit for the employees also. The Commission views that addition of employees in phased manner would ease the requirement at one go. Commission would further analyse the additions made by the employees in coming years and how such additions have translated to improvement in quality of service to the consumers and reduction in AT&C losses. The additional expenditure on addition of manpower must result in additional revenue at the existing tariff structure. This is applicable to all the distribution companies.
396. The Commission, therefore, approves CESU to add about ten percent of the existing regular employees for FY 2010-11. CESU has 5235 regular employees as on 31.03.2010 and therefore can recruit ten percent i.e 524 regular employees for FY 2010-11. Commission has accordingly taken into account the salary of these additional employees while computing Employee cost for FY 2010-11. Commission would however review such additions during the scrutiny on next ARR in order to allow future additions. The expenditure on additional employees would not be allowed in future unless such addition results in sufficient addition to the revenue and with the stipulations made in para 11 and 12 other things remaining the same. This principle is applicable to all the distribution companies

397. The Commission in view of the above discussions, approves following number of employees to the DISCOMs for FY 2010-11:

Table – 48
	Employees Approved 
	CESU 
	NESCO 
	WESCO 
	SOUTHCO

	No. of employees as on 31.03.2009
	5546
	4306
	5100
	3833

	Add: Addition during  FY 2009-10
	113
	131
	83
	278

	Less: Retirement/Expired Resignation during 2009-10
	424
	250
	237
	353

	No. of employees as on 31.03.2010
	5235
	4187
	4946
	3758

	Average no. of employees for FY 2009-10
	5391
	4247
	5023
	3796

	Add: Addition during FY 2010-11
	524
	113
	763
	225

	Less: Retirement/Expired/ Resignation during year
	449
	217
	256
	224

	No. of employees as on 31.03.2011
	5310
	4083
	5453
	3759

	Average no. of employees for FY 2010-11
	5272
	4135
	5200
	3759


398. The Commission in past years during scrutiny of the ARRs, considers the audited accounts for the previous years as Basic Pay and DP as the base for determining the Basic Pay for the next period. However during the scrutiny of the audited accounts of the DISCOMs for the previous years, it is revealed that Basic Pay has been considered along with the past arrears due to revision of 6th pay recommendations. For the purpose of determining the Basic Pay for the ensuing year FY 2010-11 it is necessary to know correctly the Basic pay for the previous years. Any inclusion of other components such as arrears would overstate the base figure to be taken for the determination of subsequent year’s Basic Pay. Therefore Commission has to be absolutely certain about the correctness of the current Basic Pay for the previous year.  Commission therefore sought information regarding Basic pay including Grade pay pertaining only to the FY 2008-09 and FY 2009-10 from the DISCOMs without inclusion of any arrears. However Commission was not fully satisfied with figures provided by the DISCOMs in this regard. The figures given by the DISCOMs in this regard were further analysed based on average number of employees and annual expenses per employee. Such analysis encountered wide variation in annual per employee cost within intra DISCOMs cost and therefore such figures provided by the DISCOMs were not taken into account for the purpose of freezing base year Basic Cost and Grade Pay.
399. The Commission in accordance with the earlier order allows 3% escalation towards normal annual increment on year to year basis. However, the basis for arriving at basic pay and grade pay for FY 2010-11 have undergone change due to absence of convincing figures from audited accounts. In order to arrive at correct and prudent basic pay, DISCOMs were asked to provide actual payment of Basic Pay and Grade Pay for three to four months during the current year without taking into account payment of any arrears due to 6th pay recommendations. Since the DISCOMs have already started paying 6th pay salaries to its employees from September, 2009 onwards, the actual payment thereafter would be indicative of the future requirement after the implementation of the 6th pay recommendations. The DISCOMs provided actual data for three to four months depending on the availability of their actual data for the current financial year 2009-10. To arrive at the Basic Pay and GP for FY 2009-10, an average of the data of the current year was extrapolated for the whole year. The basic pay for the ensuing year was thereafter calculated by escalating current year’s average basic pay at the rate of 3% on the basis on the average number of employees for the current and ensuing year. A table below shows such calculation of the Basic Pay and Grade Pay for FY 2010-11 on the basis of above discussion. 

Table- 49
	Calculation of Basic + GP FY 2010-11                                              (Rs. lakh)

	 
	WESCO
	NESCO
	SOUTHCO
	CESU

	Basic+GP drawn in 09/2009
	 
	 
	 
	689.00

	Basic+GP drawn in 10/2009
	571.17
	510.84
	401.71
	684.00

	Basic+GP drawn in 11/2009
	587.11
	522.06
	401.35
	696.00

	Basic+GP drawn in 12/2009
	585.95
	514.23
	400.35
	701.00

	Basic+GP drawn in 1/2010
	591.91
	 
	 
	 

	Avg Basic Pay + GP 
	584.035
	515.71
	401.14
	692.50

	Pro-rated for FY 2009-10
	7008.42
	6188.52
	4813.64
	8310.00

	Projected for FY 2010-11
	7472.32
	6206.81
	4909.72
	8371.54

	Approved Basic Pay + GP for FY 2010-11 (Rs. in crores)
	74.72
	62.07
	49.10
	83.72


400. On the basis of the calculation in the above table, Commission after taking into consideration the normal annual increment of 3% over the prorated figure of FY 2009-10 and factoring the same with the average number of employees during FY 2009-10 and FY 2010-11, approves Basic Pay and Grade Pay for the ensuing year 2010-11 in respect of four DISCOMs as detailed below:

Table – 50
(Rs. Crore)

	Name of the DISCOM
	Approved Basic Pay with Grade Pay for FY 2010-11

	WESCO
	74.72

	NESCO
	62.06

	SOUTHCO
	49.09

	CESU
	83.71


401. As regards Dearness Allowance the rate of DA after the 6th Pay revision the approved rates for last one year and estimation by the DISCOMs for ensuing year is given in the table below: 
Table – 51
	Dearness Allowance 

	Date effective from
	Rate (%)
	Status

	1.01.09
	22
	Approved By GoO

	1.07.09
	27
	Approved By GoO

	1.01.10
	30
	Estimated

	1.07.10
	33
	Estimated

	1.01.11
	36
	Estimated


402. The DA rate as it stands now is 27% with effect from 1.07.09.  The next revisions are due with effect from 1.01.10 and 1.07.10 which would have bearing on the DA estimation for FY 2010-11. According to the previous trend and likely revision in future it would be prudent to consider DA rate at an average of 33% for the FY 2010-11. DA has accordingly been calculated at such rate for the ensuing year FY 2010-11.
403. For the year 2010-11 Medical Reimbursement has been approved at the rate of 5% over Basic Pay and Grade Pay. House rent allowance is approved at an average rate of 15% of the Basic Pay and Grade Pay. 

404. Commission allows CESU provision towards engagement of Contract and Outsourced employees in the ARR. CESU has submitted details of wages bill of outsourced personnel of for FY 2010-11 as given in the table below:

Table - 52
	Engagement
	No.
	Category
	Rate per month
	Total Exp. (In Rs. lakhs) per annum FY 2010-11

	Attendant
	7
	Un-skilled
	2561
	2.37

	S/G (Un-Armed)
	335
	Semiskilled
	2905
	128.75

	Non-ITI
	280
	Semiskilled
	2905
	107.61

	ITI
	1170
	Skilled
	3249
	502.92

	Security Guard (Armed)
	24
	Skilled
	3249
	10.32

	Office Assistant
	4
	Skilled
	3249
	1.72

	Bill Collector
	28
	Skilled
	3249
	12.04

	Accounts Personnel
	9
	Skilled
	3249
	3.87

	Graduate Engineer
	13
	Highly skilled
	5500
	9.46

	Diploma Engg.
	86
	Highly killed
	3595
	40.9

	Steno
	4
	Highly killed
	3595
	1.90

	Squad Personnel
	183
	Skilled
	3766
	91.18

	Gunman
	36
	Skilled
	4600
	21.91

	TOTAL
	2179
	 
	 
	934.95

	TOTAL (Rs. in Crores)
	
	
	
	9.34


405. CESU was asked to submit actual pay out to Contractual employees and Out-sourced employee during FY 2009-10.  CESU provided details of such pay out (Up to January 2010) as under:

Table - 53
                                                                           (Rs in Crore)
	Statement of Payment Made to Contract & Outside Agency up to January 2010 

	Month
	Payment  to contractual Employees
	Payment to outside agency
	Total amount Paid

	Apr-09
	0.59
	0.61
	1.20

	May-09
	0.57
	0.61
	1.18

	Jun-09
	0.56
	0.61
	1.17

	Jul-09
	0.56
	0.61
	1.17

	Aug-09
	0.56
	0.63
	1.19

	Sep-09
	0.56
	0.63
	1.19

	Oct-09
	0.56
	0.63
	1.19

	Nov-09
	0.56
	0.63
	1.19

	Dec-09
	0.56
	0.66
	1.22

	Jan- 10
	0.56
	0.68
	1.24

	Total
	5.64
	6.30
	11.94


406. The Commission from time to time have been insisting on induction of additional man power to carry out energy audit for reduction of commercial losses of the utilities. The licensees are being repeatedly directed to fill up the vacancies due to retirement and attrition so as not to affect services to the consumer. At the same time the Commission makes it absolutely clear that mere addition of manpower is not going to improve delivery of services and collection of revenue unless productivity of the employees is ensured by holding them accountable to the management. The principle of hire and fire should be followed to ensure accountability. Engagement should be made on contract basis for a definite period which can be renewed subject to satisfactory performance and increased productivity.
407. CESU has spent Rs.11.94 crores towards payment to Contractual and Outsourced employees for 10 months during the current financial year upto January 2010 as shown in the table above. This is prorated for the complete year which is computed at Rs.14.33 crores for FY 2009-10. Commission in consideration of the actual expenses for the current year allows Rs.15.94 crores towards payment to contractual and outsourced employees during FY 2010-11. 

Terminal benefit

408. The DISCOMs have projected significant increase in their terminal liability for the ensuing year FY 2010-11. A comparative position of the approved terminal liability in ARR of 2009-10 vis-s-vis projection made by the DISCOMs for FY 2010-11 is given in the following table:

Table – 54
                                                                                                  (Rs in Crore)
	Name of the Company
	Approved for FY 2009-10        
	Proposed for FY 2010-11           
	Percentage increase (in % )

	WESCO
	37.04
	112.16
	202.81

	NESCO
	27.19
	125.11
	360.13

	SOUTHCO
	20.53
	45.85
	123.33

	CESU
	49.68
	63.45
	27.72


409. WESCO, NESCO and SOUTHCO in their submission have stated that the estimate on contribution to the pension fund, gratuity fund and leave encashment to be made for the year 2010-11 is based on the actuarial valuation study carried out by M/s Bhudhev Chaterjee as on 31.03.2009 and projections provided for  2009-10 and 2010-11. These licensees have assumed that the trend in the requirement of Terminal Benefit corpus for the year 2009-10 shall continue for the year 2010-11.

410. CESU has projected its requirement on the terminal benefit for FY 2010-11 on the basis of actuarial valuation and have worked out with an increase of 30% ( due to 6th pay & Wage Board impact) over the indicative estimation made by the actuary for the FY 2009-10 in addition to normal enhancement of 4% considering the effect of annual salary increment. 

411. Commission while dealing with terminal liability of ARR of 2009-10, observed the following:

346. 
Commission in its last order for FY 2008-09 has extensively dealt with the issue of terminal liabilities in respective of the four distribution companies vide para 348 to 355. Accordingly the Commission determined the corpus valuation for each licensees as per the actuary. After adjusting the expected corpus availability as on 31.03.2008 the Commission approved the deficit funding to be amortized over a period of 7 years. In this connection table 30 of the RST Order 2008-09 is again depicted below for reference.

Table-32

(Rs. in crore)

	Name of the Company
	Valuation as per Actuary
	Expected corpus availability
	Difference

	OPTCL
	702.65
	571.02
	(-)131.63

	WESCO
	332.13
	160.50
	(-)171.63

	NESCO
	261.22
	144.58
	(-)116.64

	SOUTHCO
	259.91
	146.38
	(-)113.53

	CESU
	419.03
	196.05
	(-)222.98


347. In line with the RST order of 2008-09, we allow the Deficit funding to be amortized within the 7 years along with the carrying charges @8.5%. The incremental fund requirement for the year 2008-09 determined on the basis of cash outflow as reported by the licensees in their reply to the query is added to the amortized value of the deficit funding. During the FY 2007-08 WESCO, NESCO, SOUTHCO and CESU received an amount of Rs.13.63 cr, Rs.12.71 cr, Rs.11.23 Cr and Rs.21.99 cr respectively. As stated in para 355 of RST Order 2008-09 the above amount has to be adjusted to assess the terminal liabilities for the year 2009-10. 

348. The actuary M/s Bhudhev Chaterjee appointed by the Commission had given actuarial valuation upto the year 2005-06 and projected estimate for the years 2006-07 and 2007-08. The estimate for subsequent years including FY 2009-10 is not available. Commission is aware that the requirement on terminal liabilities of the companies is going to undergo a change after implementation of 6th Pay revision w.e.f. 01.01.2006.

349. Therefore, the Commission would like to appoint an independent actuary in due course to assess the terminal liabilities upto 31.03.2010, in respect of four DISCOMs in view of the likely revision of pay and allowances based on the recommendation of the 6th Pay Commission and Wage Board award. After receiving the actuary’s valuation the Commission would take necessary steps for funding the same after dues scrutiny and basing on the performance of DISCOMs in mobilizing additional revenue. The calculation of terminal benefit approved for the year 2009-10 is depicted in the table below: 

Table-33

                                          (Rs. in crore)

	
	WESCO 
	NESCO 
	SOUTHCO
	CESU 

	1. Installment amount of deficit funding in corpus
	24.52
	16.66
	16.22
	31.85

	2. Carrying charges
	10.42
	7.08
	6.89
	13.54

	3. Cash out go for 2008-09 (actuals upto December 2008) prorated for the whole year)
	15.73
	16.16
	8.64
	26.28

	4. Less received from OPTCL trust fund during 2007-08
	13.63
	12.71
	11.22
	21.99

	5. Amount to be charge to ARR during 2009-10 (1+2+3-4)
	37.04
	27.19
	20.53
	49.68


412. Commission in accordance with the above observation in the last tariff order for FY 2009-10 have already appointed an independent actuary to under take valuation of the terminal liabilities of the OPTCL and four DISCOMs upto 31.03.2009 with projection for FY 2009-10 and FY 2010-11. The employee and pensioners data of all the Licensees have already been provided to the new actuary and the valuation is under process at the time being. 
413. Pending valuation report of the actuary as discussed above, Commission for FY 2010-11 adopts the same method as was done in the last tariff order for FY 2009-10, to evaluate the terminal liabilities of the DISCOMs. A table below depicts the methodology and computation of the terminal liability of the DISCOMs for FY 2010-11.

Table – 55
                                             Calculation of Terminal Liabilities                  (in Crore)
	 
	WESCO
	NESCO
	SOUTHCO
	CESU

	Installment of deficit funding approved by the Commission
	24.52
	16.66
	16.22
	31.85

	Carrying charges
	8.34
	5.67
	5.51
	6.37

	Actual Cash outgo for 2008-09
	20.15
	21.44
	26.40
	44.07

	Cash outgo for 2009-10(Prorated)
	25.50
	34.27
	29.96
	38.80

	Total Requirement of the Fund
	78.50
	78.03
	78.10
	121.09

	Less  received from OPTCL (As pre the data provided by OPTCL)
	 
	 
	 
	 

	2008-09
	10.96
	10.74
	11.24
	18.97

	2009-10
	 
	 
	 
	 

	Total Receipt from OPTCL
	10.96
	10.74
	11.24
	18.97

	Total
	67.54
	67.29
	66.86
	102.12

	Less: Cash outgo as approved in ARR (08-09)
	15.73
	16.16
	8.64
	26.28

	Amount to be charged to ARR  for FY 2010-11 
	51.81
	51.13
	58.22
	75.84


Note: As regards the instalment of deficit funding, Commission allowed two instalments of deficit funding in the ARR of 2008-09 and 2009-10. The third instalment of deficit funding is now allowed in this tariff order for FY 2010-11. The carrying charges on the balance deficit fund is calculated at the rate of 8.5% after deducting instalments of deficit funding already provided in previous years as discussed above. 

414. In accordance with the above calculations the DISCOMs are allowed following amounts towards the terminal liabilities for FY 2010-11. However the Commission would revisit the requirement to the pension corpus of the each DISCOMs based on the actuarial valuation report given by the now appointed actuary. 

Table – 56
Approved Terminal Liabilities of DISCOMs for FY 2010-11

(in Crores)
	 Name of the DISCOM
	WESCO
	NESCO
	SOUTHCO
	CESU

	Amount to be charged to ARR (in Crore)
	51.81
	51.13
	58.22
	75.84


415. In light of the discussions in the foregone paragraphs, the statement of Employee cost proposed by the DISCOMs and approved by the Commission for FY 2010-11 is given in the table below:
Table – 57
Employment Cost 
(Rs. in crore)

	Sl.
	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU

	 
	 
	Appr. 2009-10
	Proposed for FY 2010-11
	Appr. for FY 2010-11
	Appr. 2009-10
	Proposed for FY 2010-11
	Appr. for FY 2010-11
	Appr. 2009-10
	Proposed for FY 2010-11
	Appr. for FY 2010-11
	Appr. 2009-10
	Proposed for FY 2010-11
	Appr. for FY 2010-11

	1
	Basic Pay + GP
	46.24
	79.91
	74.72
	37.71
	62.86
	62.07
	34.11
	53.10
	49.10
	58.09
	171.05
	83.72

	2
	Arrear 6th pay and Wage Board
	 
	 
	 
	 
	 
	 
	 
	68.32
	 
	 
	52.61
	 

	3
	Addl. Emp. Cost
	 
	2.49
	 
	 
	 
	 
	 
	 
	 
	13.34
	25.29
	15.94

	4
	DA
	21.73
	29.57
	24.66
	17.72
	23.08
	20.48
	16.03
	19.65
	16.20
	27.30
	71.84
	27.63

	5
	Other allowance
	1.02
	1.22
	 
	3.88
	4.26
	 
	1
	 
	 
	1.34
	2.21
	

	6
	Bonus
	0.9
	1.30
	1.30
	0.40
	0.40
	0.40
	0.16
	 
	 
	2.46
	0.86
	0.85

	7
	Total  Emoluments (1 to 5)
	69.89
	114.49
	100.68
	59.71
	90.60
	82.95
	51.3
	141.07
	65.30
	102.53
	323.86
	128.14

	8
	Reimbursement. of medical exp.
	2.31
	4.00
	3.74
	1.88
	3.12
	3.10
	1.71
	2.66
	2.45
	2.9
	8.55
	4.19

	9
	Leave Travel Concession
	0.96
	0.30
	0.30
	0.25
	0.3
	0.30
	0.08
	0.08
	0.08
	1.16
	1.13
	1.13

	10
	Reimbursement of HR
	7.4
	14.38
	11.21
	6.17
	11.85
	9.31
	5.4
	9.56
	7.36
	9.3
	34.21
	12.56

	11
	Interim relief of Staff
	 
	 
	 
	 
	 
	 
	 
	0.52
	 
	0.18
	0.17
	 

	12
	Encashment of Earned Leave
	 
	4.56
	 
	 
	 
	 
	0.12
	0.13
	 
	 
	 
	 

	13
	Honorarium
	 
	0.15
	 
	 
	 
	 
	0.83
	0.02
	 
	 
	 
	 

	14
	Payment under workmen compensation Act
	0.25
	0.25
	0.25
	0.1
	0.15
	0.15
	0.18
	0.18
	0.18
	0.25
	0.21
	0.21

	15
	Ex-gratia
	 
	1.00
	 
	 
	0.96
	 
	 
	1.13
	 
	 
	 
	 

	16
	Other Staff Costs
	 
	 
	 
	0.02
	0.02
	0.02
	0.45
	0.96
	 
	0.24
	1.08
	0.6

	17
	Total Other Staff Costs (7 to 15)
	10.92
	24.64
	15.50
	8.42
	16.38
	12.88
	8.77
	15.24
	10.07
	14.03
	45.35
	18.69

	18
	Staff Welfare Expenses
	0.89
	1.26
	1.26
	1.03
	0.98
	0.98
	1.33
	0.37
	0.37
	0.20
	0.96
	0.96

	19
	Terminal Benefits (Pension + Gratuity + Leave)
	37.04
	112.16
	51.81
	27.19
	125.12
	51.13
	20.53
	45.85
	58.22
	49.68
	63.45
	75.84

	20
	Total (6+16+ 17+18)
	118.74
	252.55
	169.25
	96.35
	233.08
	147.94
	81.93
	202.53
	133.96
	166.44
	433.62
	223.63

	21
	Less : Empl. cost capitalized
	2.47
	2.52
	2.52
	0.55
	0.56
	0.36
	 
	 
	 
	 
	 
	 

	22
	Net Employees Cost
	116.27
	250.03
	166.73
	95.8
	232.52
	147.58
	81.93
	202.53
	133.96
	166.44
	433.62
	223.63

	23
	Provision to accommodate 6th pay revision
	22.61
	 
	 
	18.48
	 
	 
	16.66
	 
	 
	28.4
	 
	 

	24
	Total Employee Cost
	138.88
	250.03
	166.73
	114.28
	232.52
	147.58
	98.59
	202.53
	133.96
	194.85
	433.62
	223.63


Administrative and General Expenses:

416. The Administrative and General Expenses broadly covers property related expenses, communication, professional charges, conveyance and traveling, material related expenses and other expenses. The licensees have projected their estimates for FY 2010-11 in their ARR in the following manner which are compared with approved A&G expenses for previous year FY 2009-10.

Table - 58
               

  (Rs.  crore)

	Licensee
	Approved 2009-10
	Proposed FY 2010-11 

	 
	Normal A&G
	Additional A&G
	Total A&G
	Normal A&G
	Additional A&G
	Total A&G

	WESCO
	19.39
	3.42
	22.81
	24.18
	12.38
	36.56

	NESCO
	12.96
	2.79
	15.75
	15.53
	26.67
	42.20

	SOUTHCO
	11.16
	3.63
	14.79
	18.07
	16.63
	34.70

	CESU
	27.95
	0.87
	28.82
	68.83
	30.39
	99.22


417. WESCO, NESCO & SOUTHCO have submitted that they have forecasted the A&G expenses for FY 2010-11 by considering 7% increase over the approved A&G expenses for FY 2009-10 mainly to account for inflation and additional special expenses under different heads to comply with the various directives of the Commission and for reduction of loss. They have envisaged various following corrective measures to be met under A&G expenses. 

· Opening of Customer Cares in each Divisions

· Mobile Customer Care Vans

· Introduction of Spot Billing in various Divisions

· Introduced Energy Audit at 33 and 11kV feeders

· Consumer Indexing & Pole scheduling of all the consumers

· Automation of the operation and customer activity through IT intervention

· Appointment of more franchisees

· Cess as per Building and Other Construction Workers (RE&CS) Act, 1996 and Building and other construction Workers Welfare Cess Act, 1996. 

418. WESCO, NESCO, SOUTHCO and CESU have also proposed additional A&G expenses including normal A&G expenses, as indicated in the table above. The proposed additional A&G expenses is mainly towards Automated meter reading activities, Energy Audit, Consumer Indexing, Pole scheduling, Spot billing, , expenses of Commercial Call centres, customer cares, Energy Police Station, Franchisee expenses, Call Centre, Mobile Customer Van, IT/Automation and Arrear collection incentive, Insurance, Cess on building construction and electrical installations etc. 

419. The Commission in its order on Long-term Tariff Strategy (LTTS) has set out the principle of calculation of A&G expenses at the rate of 7% escalation over the base year progressively for the first control period from FY 2002-02 to FY 2007-08. Commission has also been following the same principle for the next control period FY 2008-09 to 2012-13.  The Commission observes that A&G expenses is a controllable cost as defined in the LTTS order and the DISCOMs would not be allowed more than the approvals in the truing up exercise. The DISCOMs should make efforts to expend A&G expenses prudently and put efforts to curb wasteful and avoidable expenses. The Commission further observes that with the declining employee base, computerized and IT automation the A&G expenses should be declining over the years. Commission for FY 2009-10 allowed additional expense towards Customer Care expenses as proposed by the WESCO, NESCO and SOUTHCO. An additional expense was also approved towards Fringe Benefit Tax as proposed by the DISCOMs. Expenditure towards Special police stations was allowed to the last year’s level. Commission further observed that in case of higher expenditure is incurred on Energy Police Station due to operationalisation of the newly notified police station the same shall be considered in the truing up exercise after due scrutiny. 

420. WESCO, NESCO and SOUTHCO have also claimed Annual Inspection Fees of lines and substations to be recovered through ARR as a payment to State Government on installation of lines and substations. Commission in this regard observes that such fees shall be component on the Normal A&G expenses allowed in the ARR. However Commission may take a view to allow it separately as additional A&G expense on submission of documentary evidence including demand note raised by the State Government.

421. Commission scrutinised the proposal towards A&G expense for the ensuing year FY 2010-11. The Commission has considered an escalation of 7% over the normal A&G expenditure for the last year tariff FY 2009-10 towards normal A&G expenditure for the ensuing year i.e. FY 2010-11 in terms of the LTTS order and adoption of the same for the next control period.. 

422. As regards additional expenditure, Commission approves expenses towards Customer Care as proposed by the DISCOMs for FY 2010-11. As regards additional expenses on the Special Police Station, Govt of Orissa in their notification no. 47514 dated 23.10.08 have notified to set up 29 nos. of Energy Police station all over Orissa. Accordingly DISCOMs have projected that all the allotted Energy Police stations would start functioning from 1.04.2010 in their area of operation. The entire expenses of the Energy Police stations including salary, fuel expenses, furniture & fixtures, establishment expenses are to be borne by the DISCOMs. The salaries to the staff of the Energy Police stations are to be paid in accordance with the 6th pay recommendations and therefore a higher expense is envisaged on such account. Commission have been emphasising on the reduction of AT& C losses and without effective participation of the Energy Police station such a task would remain tardy. Commission in order to fully implement the setting up of Energy Police stations therefore allows the expenses towards on this account as proposed by the DISCOMs. Commission expects that all the 29 Energy Police Stations as approved by the Government of Orissa would be functional by the end of the ensuing year. DISCOMs therefore are required to be in close contact with Government of Orissa in order to operationalise these Energy Police stations. As regards expenditure on Automation and IT expenses, Commission allows expense as proposed by the Licensees. The total A&G expenses thus allowed for FY 2010-11 to the DISCOMs are summarized below:

Table - 59
                                                                                                         (Rs. in Crore)

	A & G expenses for FY 2010-11
	WESCO
	NESCO
	SOUTHCO
	CESU

	Normal A&G expenses
	20.75
	13.87
	11.94
	29.9

	Additional expenses:
	 

	 Expenses for Customer Care Centers/ Call Centres
	0.02
	0.30
	2.28
	1.16

	Special Police Station.
	3.81
	2.27
	3.74
	4.8

	 Automation/IT expenses
	0.21
	0.67
	 
	 

	Total Additional Expenses
	3.04
	3.24
	6.02
	5.96

	Total A&G expenses
	24.79
	17.11
	17.96
	35.86


423. The Government of Orissa in its letter No. 1577/En dated 23rd Feb 2010 stated the following regarding curbing theft of Electricity:

The State Government has established five police Stations (Energy) and five Special Courts for the purpose of investigation of offences and trial of cases of theft. Later the State Govt. have empowered all the Police officers not below the rank of S.I. of Police of all the Police Stations to investigate into the cases of theft of electricity. The State Govt. have also notified 29 Police Stations in the state for the purpose, out of which three Police Stations have been made functional (Dhenkanal, Nayagarh, Kendrapara). The review of functioning of Energy Police Stations is being reviewed from time to time by the Govt. and the proposal of the Hon’ble Commission for monitoring of the functioning of the Police Stations at level of I.G. of Police is under consideration of Government.
While approving the provision towards reimbursement of cost of Special Police Station we direct that functioning of Energy Police Station should be jointly reviewed every month by Secretary, Department of Energy along with a senior police officer not below the rank IG of Police who should be specifically assigned the job by DG Police/ Principal Secretary, Home Department. The effective functioning of Energy Police Station can be assessed from the number of prosecution filed and additional revenue earned through prosecution of theft. 
424. Training of officers and staff of the utilities has been the most relevant aspect for development of the organization. This is more so important in view of the lack of knowledge with regard to evolving technologies and best practices being used by the other organizations. Commission, therefore, attaches much importance to the training of personnels of the utilities in order to match them with the best in the business. Utilities consequently should have a calendar of training schedule for their employees in order to upgrade their skills and infuse motivation to take their task efficiently. Commission in order to bring about more seriousness to the traning of utility personnels directs to earmark a sum of Rs.50 lakhs towards training programme for each DISCOM out of normal A&G expenses approved for 2010-11 for the respective DISCOMs.
425. During the hearing process, many objectors highlighted that the billing and collection remains a problem area faced by the consumers in the field.  Commission is aware that DISCOMs have their billing software in place and all the bills are generated through the billing software. DISCOMs have already built up their database for each consumer and billing details are put in their respective websites also. This has added advantage of being less cumbersome, less time consuming and instant redressal of billing error.  These advantages should effectively be translated by reduced consumer complaint on billing error. Commission observes that all the advantages of computerized billing are negated unless that is transformed into improved collection. The collection in the urban centre has improved considerably through increased collection efficiency, however there is much yet to be done in semi urban and rural areas. In these areas collection drive is yet to catch up due to improper billing and collection mechanism. In order to bring about more efficiency in billing and collection activity and in order to stream line the billing and collection process, Commission directs the DISCOMs to adopt following process in their area of operation:

1.
Presently, the billing cycle starts from 7th day and ends by 25th of the month. In this process many consumers have not been able to avail 15 days time to pay the electricity bills as they are billed during the last week for the month and the due date also falls to last day of the month. Hence these consumers are deprived of the rebate time which otherwise they would have availed, but due to delay in generating the bill. This serves as disincentive for them to pay the bills with in such a short notice and thus consumers are either not inclined or able to pay their dues within due date causing accumulation of arrears.

Considering these facts, it is practical to have a dynamic billing system with bills being generated throughout the month with rebate time of 15 days from the date of generation of bill. This would consequently have following advantages:

a) The entire billing routes can be segregated day wise resulting in increase of billing percentage as there will be sufficient time for the meter reader to touch each and every consumer.

b) There will be no rush in the payment counters as the due date will fall uniformly throughout the month.

c) The generation of disconnection notices and the disconnection drive can be well carried out throughout the month effectively.

d) This will increase the productivity of existing pool of meter readers, disconnection squads, bill collectors etc.

e) This will also ensure smooth cash flow throughout the month resulting in reduction of interest amount payable to bank on overdraft facility availed from the bank.

2.
After serving the bills the meter reader shall download the SBM data on everyday. In sub-urban/rural areas downloading may take place in every 3rd day.

3.
Similarly, all collection data shall be entered into the Billing/Collection data base available in the computer at Division office regularly on daily basis.

4.
The Astt Manager (Finance) of division office shall be responsible for updation of billing & collection data on daily basis. He shall generate disconnection notice regularly on daily basis which shall be served through the Sub-division office. The AMC will ensure disconnection of defaulting consumer through Disconnection Squad. Jr. Accountant of sub-division shall submit the report of distribution of disconnection notice as well as disconnection carried out after notice period to AM (Finance) of division office.

5.
The disconnection process can be easily be analysed by Divisional Engineer & Astt Manager (Finance) regularly on daily basis as the payment date of consumer is staggered throughout the month.

6.
For effective monitoring of meter reading and collection, the Meter Reader & Bill Collector shall be rotated at least once in four months.
7.
A monitoring enforcement squad may cross-check the meter reading in different areas on a random basis to ensure that there is no manipulation in the meter reading.

Repair and Maintenance Expenses:

426. The distribution companies in their ARR and tariff petition for FY 2010-11 have proposed a quantum jump in the requirement over the previous year’s approved expenses in the following manner:-

Table – 60
                                          (Rs. in crore)

	R&M Proposal FY 2010-11
	WESCO
	NESCO
	SOUTHCO
	CESU

	Approved for FY 2009-10
	27.01
	27.88
	20.73
	40.46

	Proposed for FY 2010-11

	a) Proposed for the Year
	48.18
	57.76
	33.71
	133.85

	b) Proposed to be passed on for the previous years being difference between approval and actual
	61.26
	69.21
	69.67
	-

	Total proposed for FY 2010-11
	109.44
	126.97
	103.38
	133.85

	% rise over FY 2009-10 approved figure
	305.18
	355.42
	398.70
	230.82


427. As revealed from the above table that WESCO, NESCO, SOUTHCO and CESU have projected extraordinary high requirement in the R&M expenses with percentage of about 305%, 355%, 398% and 230% respectively over and above approved expenses for the previous FY 2009-10. WESCO, NESCO and SOUTHCO in their previous filing for FY 2009-10 had also projected such high and abnormal R&M expenditure. Commission in this regard observed the following in the tariff order for FY 2009-10.
361. WESCO, NESCO and SOUTHCO in their filing submitted that they could not incur the R&M expenses equal to the approved amount because of the stringent Escrow mechanism and non-relaxation of Escrow by GRIDCO. Since the actual expenses are considered in the truing of exercise, the licensees claimed short-fall amount i.e. difference between approved and actual to be passed on to the revenue requirement in the FY 2009-10. This amount is over and above the normal requirement of R&M for that year. The licensees have determined the normal requirement of R&M @ 5.4% on gross fixed asset. A table showing the amount of normal R&M expenses and the short spent amount pertaining to previous period is depicted below: 

Table-40








(Rs. in Crore)

	
	WESCO
	NESCO
	SOUTHCO

	R&M for 2009-10
	41.48
	36.25
	36.55

	Short spent amount of previous year
	53.43
	69.22
	69.67

	Total:
	94.91
	105.47
	106.22


362. The Commission observes that the short spent amount towards R&M is mainly attributable to inadequate cash inflow into the system and lack of infrastructure to undertake the work. In order to assess such short spending due to inadequate cash inflow, Commission analyzed the billing and collection of DISCOMs from FY 1999-2000 to 2007-08 based on the audited accounts submitted by the WESCO, NESCO and SOUTHCO. Company wise details on billing and collection from the audited accounts are depicted in the Table below:
	WESCO
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07
	2007-08

	Billing(Rs in Cr)
	412.13
	452.63
	489.44
	601.94
	652.41
	730.94
	786.75
	907.8
	1083.51

	Misc revenue(DPS+M.rent)
	9.20
	10.75
	12.03
	17.24
	11.67
	10.67
	15.04
	13.31
	16.7

	Less discount to consumers
	1.45
	4.38
	2.03
	2.87
	3.79
	4.61
	5.41
	7.12
	7.99

	TOTAL REVENUE
	419.88
	459.00
	499.44
	616.31
	660.290
	737.000
	796.380
	913.990
	1092.220

	Collection(Rs in Crore)
	350.01
	364.10
	399.31
	526.3
	580.82
	675.84
	745.79
	861.81
	1014.79

	Uncollected amt(Rs Crs)
	69.87
	94.90
	100.13
	90.01
	79.47
	61.16
	50.59
	52.18
	77.43

	Collection efficiency(%)
	83.36%
	79.32%
	79.95%
	85.40%
	87.96%
	91.70%
	93.65%
	94.29%
	92.91%


 Table -41

Table -42
	NESCO
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07
	2007-08

	Billing(Rs in Cr)
	304.50
	328.13
	301.08
	366.87
	387.33
	469.15
	587.86
	729.66
	896.37

	Misc revenue(DPS+M.rent)
	3.69
	13.97
	14.77
	15.46
	12.04
	4.56
	10.28
	8.84
	14.74

	Less discount to consumers
	0.81
	1.52
	1.59
	2.03
	2.81
	3.41
	4.38
	4.84
	6.09

	TOTAL REVENUE
	307.38
	340.58
	314.26
	380.30
	396.56
	470.30
	593.76
	733.66
	905.02

	Collection(Rs in Crore)
	243.97
	279.67
	233.63
	309.79
	338.93
	449.49
	535.62
	651.02
	843.08

	Uncollected amt(Rs Crs)
	63.41
	60.91
	80.63
	70.51
	57.63
	20.81
	58.14
	82.64
	61.94

	Collection efficiency(%)
	79.37%
	82.12%
	74.34%
	81.46%
	85.47%
	95.58%
	90.21%
	88.74%
	93.16%


Table -43

	SOUTHCO
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07
	2007-08

	Billing(Rs in Cr)
	204.82
	221.71
	251.4
	265.23
	261.31
	259.17
	278.97
	290.69
	305.93

	Misc revenue(DPS+M.rent)
	9.23
	8.43
	10.36
	12.49
	9.82
	7.31
	8.12
	7.24
	11.17

	Less discount to consumers
	1.28
	2.57
	2.21
	2.29
	2.48
	3.15
	3.1
	3.92
	4.25

	TOTAL REVENUE
	212.77
	227.57
	259.55
	275.43
	268.65
	263.33
	283.99
	294.01
	312.85

	Collection(Rs in Crore)
	167.56
	189.62
	205.81
	229.62
	236.84
	264.60
	270.52
	277.27
	294.23

	Uncollected amt(Rs Crs)
	45.21
	37.95
	53.74
	45.81
	31.81
	-1.27
	13.47
	16.74
	18.62

	Collection efficiency(%)
	78.75%
	83.32%
	79.29%
	83.37%
	88.16%
	100.48%
	95.26%
	94.31%
	94.05%


363. The tables above reveals that the WESCO, NESCO and SOUTHCO have failed to collect the billed amount during their period of operation. Therefore, the proposal submitted by the licensees for allowing unspent amount of R&M expenses is unreasonable as the DISCOMs failed to collect the money lying with the consumers in order to generate enough cash for R&M activities. They should have put more money in the Escrow account through improved collection in order to generate surplus for R&M activity. In view of the aforesaid reasons, Commission is not inclined to allow the unspent amount of R&M expenses for the past years as proposed by the WESCO, NESCO and SOUTHCO as a pass through in the ARR for the FY 2009-10. 

364. The objectors during hearing expressed their dissatisfaction on the quality of power, frequent interruptions, non-adherence to the standard of performance, poor maintenance of lines and substations, frequent snapping of lines, accidents causing loss of human and animal lives and no upgradation of lines, towers, poles and transformers. The poor quality of supply and standard of performance has also resulted in extreme consumer dissatisfaction leading to tardy collection efficiency.

365. The Commission observed that all the four distribution companies have not been able to spend what was being approved in the successive tariff orders since inception of their business from FY 1999-2000. The table below shows the comparison between approved and audited amounts from FY 1999-2000 to 2007-08.

Table - 44

(Rs. in crore)
	Years
	WESCO
	NESCO
	SOUTHCO
	CESU

	
	Approved 
	Audited
	Approved 
	Audited
	Approved
	Audited
	Approved
	Audited

	99-00
	14.43
	15.90
	14.22
	16.19
	12.63
	13.39
	19.05
	24.01

	00-01
	14.43
	10.25
	14.22
	11.02
	12.63
	7.31
	19.57
	19.92

	01-02
	13.62
	10.12
	16.32
	7.02
	15.57
	9.29
	23.43
	15.60

	02-03
	15.33
	8.04
	14.62
	5.65
	16.82
	6.43
	22.11
	25.04

	03-04
	16.89
	16.27
	17.59
	8.84
	16.38
	9.93
	24.12
	21.22

	04-05
	17.28
	12.85
	17.66
	11.13
	13.25
	8.43
	31.95
	20.27

	05-06
	21.30
	9.61
	22.63
	11.21
	18.55
	6.07
	33.67
	12.26

	06-07
	24.25
	12.44
	24.48
	12.88
	17.35
	5.54
	41.31
	22.09

	07-08
	23.82
	12.37
	24.43
	13.00
	18.38
	5.50
	43.64
	NA

	08-09 (upto Dec. as per cash flow)
	25.66
	-
	25.87
	20.78
	19.08
	6.77
	41.87
	25.86


The Commission in para 363 of the Last tariff order for FY 2009-10, as quoted above, discussed the reasons for not allowing unspent amount of R&M expenses for the past years as proposed by WESCO, NESCO and SOUTHCO. These utilities have again raised such demand in the current tariff petition for FY 2010-11. In this connection it may be noted that based on approved R&M expenditure for these years tariff was fixed and tariff has not been reduced for the respective years subsequently on ground of non utilisation of the amount approved under R&M. In view of the aforesaid reason Commission is not inclined to allow the unspent amount of R&M expenses for the past years as proposed by the WESCO, NESCO and SOUTHCO as a pass through in the ARR for the FY 2010-11 because this would amount to counting the unspent amount twice for the fixation of tariff – once for the earlier years and the other for the year under consideration..

428. The Commission now has the audited figures in respect of WESCO, NESCO and SOUTHCO upto 2008-09 and for CESU upto 2007-08. The approved and audited figures are updated and given in the table below.

Table - 61
(Rs in Crore)

	R&M Expenses
	WESCO
	NESCO
	SOUTHCO
	CESU

	Years
	Approved
	Audited
	Approved 
	Audited
	Approved
	Audited
	Approved
	Audited

	99-00
	14.43
	15.9
	14.22
	16.19
	12.63
	13.39
	19.05
	24.01

	00-01
	14.43
	10.25
	14.22
	11.02
	12.63
	7.31
	19.57
	19.92

	01-02
	13.62
	10.12
	16.32
	7.02
	15.57
	9.29
	23.43
	15.6

	02-03
	15.33
	8.04
	14.62
	5.65
	16.82
	6.43
	22.11
	25.04

	03-04
	16.89
	16.27
	17.59
	8.84
	16.38
	9.93
	24.12
	21.22

	04-05
	17.28
	12.85
	17.66
	11.13
	13.25
	8.43
	31.95
	20.27

	05-06
	21.3
	9.61
	22.63
	11.21
	18.55
	6.07
	33.67
	12.26

	06-07
	24.25
	12.44
	24.48
	12.88
	17.35
	5.54
	41.31
	22.09

	07-08
	23.82
	12.37
	24.43
	13
	18.38
	5.5
	43.64
	25.11

	08-09
	25.66
	17.90
	25.87
	20.86
	19.08
	7.79
	41.87
	NA

	09-10 (*Audited figures based on cash flow till Jan.09) 
	27.01
	21.87*
	27.88
	22.46*
	20.73
	11.76 
	40.46
	25.91*


429. The Commission observes that in recent years DISCOMs have improved their spending on R&M activities and expects that such trend should continue in the coming years.  However, there remains yet much to be done about spending in R&M activities in order to maintain the existing fragile network.. The DISCOMs are heavily dependent upon the escrow relaxation in order to spend on the R&M activities. Commission is aware that timely and efficient R&M activities are essential to the optimum utilisation of the distribution network. The Commission is not averse towards allocation of higher amounts on R&M activities but the DISCOMs have to exhibit sincerity of purpose by undertaking adequate R&M activities and increased revenue collection out of current as well as arrears in order to enable Commission to allow more money by way of ESCROW relaxation.  Non relaxation of ESCROW is not the problem; the real problem is inadequate revenue collection efforts. If sufficient revenue is collected there will be no difficulty in allowing withdrawal from ESCROW account after meeting the BST, salary and other important item of expenditure.

430. The Commission allows the R&M expenses based on the principles enunciated in the Long Term Tariff Strategy (LTTS) order. Commission has also been following the same principal for the next control period FY 2008-09 to 2012-13.According to such principles Repair and Maintenance expenses is allowed at the rate of 5.4% on the value of Gross Fixed Asset as at the beginning of the financial year. The position of gross fixed asset as on 31.03.2009 for the purpose of determination of R&M is given in the Table below: 
Table – 62
                              (Rs. in crore)

	GFA as on 31.03.09

	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU

	Gross Book Value as on 01.04.1996
	139.867
	137.89
	122.41
	188.697

	Addition 1996-97
	13.74
	13.54
	12.02
	18.53

	1997-98
	16.84
	16.6
	14.74
	22.72

	1998-99
	0
	0
	0
	0

	1999-00
	53.32
	41.11
	37.53
	87.16

	2000-01
	19.9
	26.83
	13.8
	85.09

	2001-02
	19.58
	30.63
	20.72
	67.25

	2002-03
	21.31
	30.55
	7.64
	127.01

	2003-04
	35.14
	28.63
	12.6
	88.42

	2004-05
	71.74
	55.09
	39.78
	66.26

	2005-06
	23.52
	30.2
	13.89
	-95.95

	2006-07
	22.21
	30.73
	11.1
	22.57

	2007-08
	24.79
	32.49
	18.91
	35.52

	2008-09
	35.16
	92.14
	31.85
	94.24

	Total up to 08-09
	497.12
	566.43
	356.99
	807.52


431. In the FY 2009-10, WESCO, NESCO, SOUTHCO and CESU have proposed following amounts towards asset addition as tabulated below: 

Table – 63
(Rs. crore)

	Proposed FY 2010-11
	WESCO
	NESCO
	SOUTHCO
	CESU

	Land Building Furniture and Fixtures
	1.25
	2.65
	0.73
	-

	RE/LI/MNP
	21.89
	-
	0.27
	-

	PMU
	0.75
	6.56
	9.72
	-

	APDRP
	1.35
	0.06
	1.27
	-

	S.I. Scheme
	12.11
	5.71
	10.80
	-

	Deposit work
	11.03
	15.33
	12.44
	-

	Metering & others
	7.75
	-
	0.05
	47.83

	Sub Total out of loan 
	56.13
	30.31
	35.28
	47.83

	RGGVY
	202.38
	375.00
	 
	 

	Biju Gram Jyoti
	56.11
	26.38
	 
	 

	Total
	314.62
	431.69
	35.28
	47.83


432. In order to approve asset addition during FY 2010-11, scheme wise asset addition considered by the Commission are discussed below:

433. RGGVY & Biju Gram Jyoti Scheme - The asset addition under these Schemes shall be entirely funded by Govt. of India and Govt. of Orissa and the projects are being carried out by the Central PSUs as per the terms of agreement. Once the assets are handed over to the Licensees they would be responsible to operate and maintain those assets. As regards R&M of the assets, Commission in its last tariff order for FY 2009-10 observed that the State Govt. should provide revenue subsidy to the DISCOMs to compensate for undertaking such non remunerative work under RGGVY & Biju Gram Jyoti Scheme. DISCOMs were advised to approach State Government in this regard for obtaining revenue subsidy. DISCOMs in their present petition for the ARR of FY 2010-11 have submitted that Government of Orissa have not acceded to the request of  DISCOMs to provide revenue subsidy for undertaking works under RGGVY & Biju Gram Jyoti Scheme. DISCOMs have further submitted that if such funds are not provided by the State Government they would not be responsible to maintain RGGVY & Biju Gram Jyoti Scheme assets which have been entrusted by the terms of the agreements made by the GoO, GoI and DISCOMs. In view of such a stalemate Commission advises Government of Orissa to share its obligation to provide quality supply to the lifeline consumers as mandated in the Electricity Act 2003. Government of Orissa therefore may consider allocating revenue subsidy in order to enable Licensees to maintain and operate these lines. Government of Orissa in its letter no. 1577/En dated 23 Feb 2010 addressed the issue of ‘ Status of Assets and Liabilities created out of RGGVY and BGJY Schemes’ in the following manner: 

As regards the assets of RGGYV Scheme, the State Govt. REC, CPSU and DISCOMs have signed a quadripartite agreement and the DISCOMs are bound by the terms and conditions of that agreement. As per Para-N of the agreement Govt. of Orissa shall be the owner of the assets created on implementation of the individual projects as posed by the DISCOMs with the concurrence of Govt. of Orissa and sanction by REC under the national programme Govt. of Orissa have authorized the DISCOMs to operate and maintain these assets to effect power supply in the project area and derive consequential benefit out of the assets created under the project.

As regards the assets of BGJ it is clarified that as per the para-8 of the guidelines on successful completion of the projects all the assets created under the BGJ shall be handed over by the executing agency to the respective DISCOMs for maintenance. Regarding ownership of the assets after they are charged and handed over through a signed document, the said matter has not been decided. As the DISCOMs are to derive the consequential benefit from the assets, they are to meet the O&M expenses for maintenance of the assets. The DISCOMs cannot claim the O&M expenses from the Govt.

434. Commission is not sure of addition of assets under RGGVY & Biju Gram Jyoti Scheme for the purpose of determination of R&M and depreciation during FY 2009-10. As regards the RE/LI, APDRP, PMU schemes these are ongoing schemes. Hence, Commission allows the asset addition proposed by the licensee. 

435. System Improvement Scheme- WESCO, NESCO & SOUTHCO projected asset addition of an amount of Rs.12.11 crore, Rs.5.71 crore and Rs.10.86 crore respectively under system improvement scheme. In reply to the query raised in this account, the companies submitted the actual amount drawal of SI loan by end of February, 2010 from REC. As revealed from their submissions, WESCO received an amount of Rs.10.23 crore, NESCO has received an amount of Rs.9.73 crores and SOUTHCO received an amount of Rs.9.52 crore from REC as loans for System Improvement. Hence, Commission allows asset addition to the tune of such amounts of Rs.10.23, Rs.5.70 and Rs.9.52 crore respectively, received by WESCO, NESCO and SOUTHCO under S.I. Scheme. 

436. Deposit works- NESCO, WESCO, SOUTHCO and CESU have proposed asset addition under deposit work of Rs.15.32, Rs.11.03, Rs.12.44 and Rs.47.83 crores. This is found to be reasonable, as the same is a spill over of work of previous year. Hence, Commission allows the same.

437. Metering and others- These are also ongoing programmes hence Commission allows the same as proposed by the Licensees

438. In view of the discussions in the foregone paragraphs, the asset addition during 2009-10 is determined and approved as detailed below: 


Table – 64
(Rs. in crore)

	Approved for FY 2010-11
	WESCO
	NESCO
	SOUTHCO
	CESU

	Land Building Furniture and Fixtures
	1.25
	2.65
	0.73
	 

	RGGVY
	-
	-
	0
	-

	Biju Gram Jyoti
	-
	-
	0
	-

	RE/LI/MNP
	21.89
	-
	0.27
	-

	PMU
	0.75
	6.56
	9.72
	-

	APDRP
	1.34
	0.06
	1.28
	-

	System Improvement
	10.23
	5.71
	9.52
	-

	Deposit work
	11.03
	15.32
	12.44
	47.83

	Metering & others
	7.75
	 
	-
	 

	Total
	54.24
	30.30
	33.96
	47.83


439. The Gross Fixed Assets as on 31.03.2010 calculated on the basis of the asset addition allowed in the above table is given as below:

Table - 65
(Rs. in crore)

	GFA as on 31.03.10

	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU

	Gross Book Value as on 01.04.1996
	139.867
	137.89
	122.41
	188.697

	Addition 1996-97
	13.74
	13.54
	12.02
	18.53

	1997-98
	16.84
	16.60
	14.74
	22.72

	1998-99
	0
	0
	0
	0

	1999-00
	53.32
	41.11
	37.53
	87.16

	2000-01
	19.9
	26.83
	13.8
	85.09

	2001-02
	19.58
	30.63
	20.72
	67.25

	2002-03
	21.31
	30.55
	7.64
	127.01

	2003-04
	35.14
	28.63
	12.6
	88.42

	2004-05
	71.74
	55.09
	39.78
	66.26

	2005-06
	23.52
	30.2
	13.89
	-95.95

	2006-07
	22.21
	30.73
	11.10
	22.57

	2007-08
	24.79
	32.49
	18.91
	35.52

	2008-09
	35.16
	92.14
	31.86
	94.24

	2009-10
	54.24
	30.30
	33.96
	47.83

	Total GFA as on 31.03.2010
	551.36
	596.73
	390.96
	855.35


440. R&M expense is calculated at the rate of 5.4% of the Gross Fixed Asset arrived  in line with the principal adopted in the LTTS for the first control period of FY 2003-04 to 2007-08 and subsequently followed for the next control period FY 2008-09 to 2012-13.. The position of Gross Fixed Asset as on 31.03.2010 were computed based on their audited accounts available for the previous years.  After taking into consideration the addition of assets during the FY 2009-10 and the position of GFA as on 31.03.2010 the approved R&M for FY 2010-11 is given in the table below:

Table - 66
                                                                                                                             (Rs. in crore)

	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU

	
	Prop.
	App.
	Prop.
	App.
	Prop.
	App.
	Prop.
	App.

	Gross fixed asset as on 01.04.2010
	892.13
	551.36
	1069.57
	596.73
	624.3
	390.96
	969.13
	855.35

	% of GFA
	5.40%
	5.40%
	5.40%
	5.40%
	5.40%
	5.40%
	5.40%
	5.40%

	Repair & Maintenance for 2009-10
	48.18
	29.77
	57.76
	32.22
	33.71
	21.11
	52.33
	46.19

	Addl. Amount claimed by DISCOMs for previous period
	53.43
	Nil
	69.22
	Nil
	69.67
	Nil
	Nil
	Nil

	Total 
	101.61
	29.77
	126.98
	32.22
	103.38
	21.11
	52.33
	46.19

	Special R&M for addition of RGGVY and BGJY assets
	 
	5.00
	 
	5.00
	 
	5.00
	 
	5.00

	Total R&M approved for FY 2010-11 
	 
	34.77
	 
	37.22
	 
	26.11
	 
	51.19


Besides the normal R&M expenses allowed on the basis of 5.4% of GFA,  Commission allows in addition a sum of Rs.5 crore provisionally towards R&M expenses to each of the four DISCOMs on account of asset addition under RGGVY and BGJY during 2010-11 pending detailed scrutiny in next tariff processing for FY 2011-12. The expenditure to be incurred under R&M or for system improvement of distribution network in accodance with the recommendations of the 13th Finance Commission shall be over and above the R&M expenditure now approved for 2010-11 as indicated above.
Interest on Loan 
441. The source-wise interest on loan proposed by the four DISCOMs is given in the table below:

Table - 67
(Rs. in  crore)

	Source
	WESCO
	NESCO 
	SOUTHCO
	CESU

	GRIDCO loan
	-
	-
	-
	-

	World Bank loan
	11.82
	11.57
	8.26
	69.99

	Power Bond – Differential Amount
	13.65
	32.8
	30.68
	-

	APDRP Net of 50% grant (GoO)
	0.65
	0.76
	0.76
	8.85

	REC/PFC (Counter Part Funding APDRP) and SI Scheme
	5.95
	4.66
	2.26
	2.15

	Interest on security deposit
	19.47
	12.21
	4.26
	15.56

	Other interest and finance charges
	6.59
	3.31
	2.16
	-

	Total interest before capitalisation
	58.13
	65.31
	48.34
	96.55

	Less: Interest Capitalised
	2.13
	3.59
	1.63
	 

	Total Interest proposed
	56.00
	61.72
	46.71
	96.55


442. In order to approve the interest on loans the position of individual loan as on 1.04.2010 is discussed below:

GRIDCO back to back loan (PFC/REC etc.) 
443. The Commission dealt regarding treatment of this loan in their securitization order dt.01.12.2008. The relevant extract of the order is reproduced below:

The principal and interest on loan outstanding as on 31st March, 2005 have been reconciled between WESCO, NESCO & SOUTHCO. But reconciliation statement between GRIDCO & CESU is yet to be finalized. 

In absence of the reconciliation between CESU & GRIDCO as stated in above para, Commission accepts the audited figure of GRIDCO provisionally till the final reconciliation. 

In line with the RST order for FY 2008-09 (para 373) no interest on the said loan has been considered for FY 2010-11 also.
World Bank Loan 

444. In line with the Commission’s previous order, the licensees have calculated the interest on World Bank Loan @ 13%, considering 30% of loan as grant and balance 70% as loan. 
445. The loan balance (Net of 30% grant) projected by the DISCOMs along with the interest for the FY 2009-10. After analysis of the loan position the approval of interest on the same is given in the table below:

Table – 68
(Rs. in  Crore)

	World Bank Loan
	Loan as on 31.3.2010
	Repayment Due in 2010-11
	Loan as on 31.3.2011
	Interest for FY 2010-11 (Proposed)
	Interest for FY 2010-11 (Approved)

	WESCO
	90.96
	9.10
	81.86
	11.82
	11.23

	NESCO
	91.28
	9.13
	82.15
	11.57
	11.27

	SOUTHCO
	72.59
	7.26
	65.33
	8.26
	8.97

	CESU
	204.51
	0
	204.51
	69.99
	26.59

	Total
	459.34
	25.49
	433.85
	101.64
	58.06


Re-securitisation of NTPC Power Bonds. 
446. WESCO, NESCO and SOUTHCO in their filing have submitted to allow the differential interest (12.5% p.a - 8.5% p.a) of Rs.13.64, Rs.32.80 and Rs 30.68 Crores respectively on the bond amount from 1st October 2000 to 31st March 2007 in the ARR of FY 2009-10. 

447. The Commission has dealt this issue in the last tariff order for FY 2009-10, the relevant extract of which is quoted below:

In this regard the Commission has dealt extensively in earlier RST order for FY 2008-09 in para 379 to 391. A final decision in the matter will be taken after the pronouncement of the judgement by Hon’ble Supreme Court of India in this matter vide CA No. 759/2007. As such, the Commission does not consider any interest towards the same for the FY 2009-10. 
448. In view of the case being sub-judice in the Hon’ble Supreme Court, Commission has not considered any interest towards re-securitisation of NTPC Power Bonds for FY 2010-11.


Accelerated Power Development Reform Programme (APDRP) 
449. WESCO, NESCO & SOUTHCO have submitted in their ARR that Govt. of India has debarred privatized distribution utilities from availing funds earmarked in the scheme for the 11th Plan period. As such, for FY 2010-11, these companies have not estimated any amount to be expended under APDRP Scheme. The interest as projected now is for the assistance already availed which have been considered @ 12% per annum on the existing loan.

450. The interest liability on loans from GoO & REC/PFC is computed on the basis of the actual expenditure of APDRP during the current year and balance expenditure to be incurred during the ensuing year. The DISCOMs have not projected any receipts on account of APDRP loan from GoO or REC/PFC during the years FY 2009-10 & 2010-11. They have already utilized the amounts received during the previous years. Accordingly, the loans availed and anticipated receipts along with approved interest are tabulated below:   

Table - 69
                                                                        
                                 (Rs. in crore)

	Year
	Funds availed upto FY 2008-09
	Receipt during FY  2009-10 & 2010-11
	Repayment during FY  2009-10 & 2010-11
	Balance upto  FY 2010-11
	Interest due for FY 2010-11
	Total interest approved for FY 2010-11

	 
	GoO
	REC/
	GoO
	REC/ PFC
	GoO
	REC/ PFC
	GoO
	REC/ PFC
	GoO
	REC/ PFC
	

	
	
	PFC
	
	
	
	
	
	
	
	
	

	WESCO
	5.48
	9.86
	-
	-
	-
	2.71
	5.48
	7.15
	0.66
	1.03
	1.69

	NESCO
	6.36
	11.45
	-
	-
	-
	3.15
	6.36
	8.30
	0.76
	0.97
	1.73

	SOUTHCO
	6.62
	5.13
	-
	-
	0.33
	1.40
	6.29
	3.73
	0.73
	0.49
	1.22

	CESU
	37.09
	33.74
	-
	-
	-
	10.66
	37.09
	23.08
	4.45
	2.77
	7.22


System Improvement Scheme:

451. WESCO, NESCO, SOUTHCO and CESU have estimated to avail long-term loan of Rs.31.50 crores, Rs.34.75 crores, Rs.6.82 crores and Rs.210.00 crores respectively during  FY 2010-11 for funding the System Improvement Scheme and claimed the interest thereon in the total Revenue Requirement. In a reply to the query raised by the Director (Tariff), the licensees reported that Rs.10.22 crore, Rs9.73 crore and Rs.9.52 crore  has been received by WESCO, NESCO, SOUTHCO respectively upto December 2009.  CESU in its filing submitted that they have already appointed consultant for preparation of the Detail Project Reports. Since the there is not much progress on that account so far as per the knowledge of the Commission, Commission is unable to allow interest on the loan amount of Rs.210 crore as claimed by the CESU. However, in case of WESCO, NESCO & SOUTHCO Commission allows the interest on the loan amount availed up-to December 2009 as submitted by these DISCOMs. Commission therefore allows the following interest under the System Improvement Scheme to WESCO, NESCO and SOUTHCO to be included in the revenue requirement for FY 2010-11 as indicated below:
Table - 70
(Rs in Crores)

	 
	Proposed Loan for FY 2010-11
	Loan availed from REC till Dec 09
	Interest for FY 2010-11 (Approved)

	WESCO
	31.50
	10.23
	1.38

	NESCO
	34.75
	9.73
	1.34

	SOUTHCO
	6.82
	9.52
	1.19

	CESU
	210.00
	-
	Nil


Interest on Security Deposit
452. The Interest on security deposit is allowed by the Commission as per the OERC Distribution (Conditions of Supply Code) 2004. The said regulation provides that’ The Licensee shall pay interest on security deposit of the consumer at the Bank rate notified by RBI provided that the Commission may direct a higher rate of interest from time to time by notification in official gazette.  
453. The prevailing bank rate as notified by RBI is 6% per annum. The Commission accordingly allows the interest at the rate of 6% on the closing balance on consumer’s security deposit as on 31.03.2010 as shown in the table below: 

Table - 71
                     (Rs.crore)

	Licensee
	Proposed
	 Approved

	WESCO
	19.46
	19.46

	NESCO
	12.21
	12.21

	SOUTHCO
	4.26
	4.02

	CESU
	15.56
	15.56


454. Interest to be Capitalised- The Commission examined the item Interest during construction and observes that the Licensees have proposed to capitalize the interest on system improvement works only, Commission has allowed the Interest on system improvement works based on the actual loan drawal during the FY 2009-10. Further in course of hearing the Licensees submitted to complete the System Improvement works during the FY 2010-11. Hence the Commission does not feel it necessary to adjust any amount towards interest during construction.

455. The total interest on loan proposed by DISCOMs and approved by the Commission for FY 2010-11 is summarized below: 


Table - 72
Total Annual Interest

(Rs. crore)

	
	WESCO
	NESCO
	SOUTHCO
	CESU

	 
	Appr
	Prop.
	Appr
	Appr
	Prop.
	Appr.
	Appr
	Prop.
	Appr.
	Appr
	Prop.
	Appr

	
	09-10
	10-11
	10-11
	09-10
	10-11
	10-11
	09-10
	10-11
	10-11
	09-10
	10-11
	10-11

	World Bank loan
	10.05
	11.82
	11.23
	11.27
	11.57
	11.28
	8.02
	8.26
	8.97
	26.59
	69.99
	26.59

	NTPC Bond – Differential amount
	-
	13.65
	 
	-
	32.80
	 
	-
	30.68
	 
	-
	-
	 

	Carrying Cost(NTPC bond and default in securitization obligation
	-
	-
	 
	-
	-
	 
	-
	-
	 
	-
	-
	 

	APDRP Net of 50% grant (GoO)
	0.66
	0.65
	0.66
	0.76
	0.76
	0.76
	0.78
	0.76
	0.73
	4.45
	8.85
	4.45

	REC/PFC 
	1.2
	5.95
	 
	1.3
	4.66
	 
	0.46
	2.26
	 
	3.41
	2.15
	 

	(Counter Part Funding APDRP) 
	
	
	1.03
	
	
	0.98
	
	
	0.5
	
	
	2.77

	SI Scheme
	1.14
	-
	1.38
	1.08
	-
	1.34
	0.82
	-
	1.19
	-
	-
	 

	Interest on security deposit 
	16.96
	19.47
	19.47
	10.52
	12.21
	12.21
	3.97
	4.26
	4.02
	13
	15.56
	15.56

	Other interest and finance charges
	 
	6.59
	 
	 
	3.31
	 
	 
	2.16
	 
	 
	-
	 

	Total interest
	30.01
	58.13
	33.77
	24.94
	65.31
	26.57
	14.05
	48.38
	15.41
	47.45
	96.55
	49.37

	Less Interest Capitalised
	 
	2.13
	 
	 
	3.59
	 
	 
	1.63
	 
	 
	1.63
	 

	Interest chargeable to revenue
	30.01
	56.00
	33.77
	24.94
	61.72
	26.57
	14.05
	46.75
	15.41
	47.45
	94.92
	49.37


Depreciation 

456. DISCOMs have calculated depreciation at Pre-92 rate on the up-valued asset base plus asset addition after 01.04.1996 for FY 2010-11. The depreciation amounts claimed by the four DISCOMs are given as under.

Table - 73

(Rs. in crore)

	Year
	WESCO
	NESCO
	SOUTHCO
	CESU

	FY 2010-11
	31.92
	38.47
	16.85
	82.34


457. The Hon’ble High Court in their judgement dated in Misc Case No. 7410 and 8953 of 2002 have directed to calculate the depreciation on the pre-upvalued cost of assets at pre-92 rate on the Transmission and Distribution assets as on 01.4.96 apportioned amongst GRIDCO and DISCOMs. Regarding calculation of depreciation for FY 2009-10Commission observed following in the matter

388. 
The Commission has extensively dealt with the matter of calculation of depreciation in successive tariff orders and in the last tariff order for FY 2008-09 (para 399 to 406) considering the book value of the fixed asset as on 1.04.1996 at the pre-upvalued cost and subsequent asset additions thereof in later years. The Commission adopts the same principle for determination of depreciation for FY 2009-10. 
458. The four DISCOMs took over the distribution business from GRIDCO from 1.04.1999 onwards in their area of business. GRIDCO was earlier carrying out both the business of bulk supply and distribution for the period from 1.08.1996 to 31.03.1999.  The year-wise asset addition for such period (1.08.1996 to 31.03.1999) is based on the audited accounts of GRIDCO. The asset addition thereafter from 1.04.1999 has been based on the audited annual accounts of the DISCOMs. For ascertaining the asset addition in case of WESCO, NESCO and SOUTHCO audited accounts upto FY 2008-09 are available with the Commission. In case of CESU audited accounts upto FY 2007-08 are available.

459. The gross book value as on 01.04.1996 and year wise asset addition thereafter till FY 2008-09 and during FY 2009-10 have already been discussed while calculating R&M expenses and accordingly the position of assets as on 1.04.2010 is depicted in the table under R&M expenses heading.

460. The depreciation is calculated on the approved asset base as on 1.04.2010 at Pre–92 rate in pursuance to the directive of the Honb’le High Court. The classification of assets has been done proportionately based on the audited accounts and tariff filling submitted by DISCOMs. Accordingly, the Commission approves the following amount towards depreciation for the year 2010-11. 

Table - 74
(Rs. in crore)

	Year
	WESCO
	NESCO
	SOUTHCO
	CESU

	Asset value as on 01.04.2010
	551.36
	596.73
	390.96
	855.35

	Depreciation for FY 2010-11
	19.72
	21.45
	14.12
	30.45


Provision for Bad & doubtful debts 

461. The WESCO, NESCO, SOUTHCO and CESU have proposed to consider the amount equivalent to the collection inefficiency as Bad and doubtful debts while estimating the ARR for FY 2010-11 which is shown in the table below:

Table - 75
(Rs. in crore)
	 
	WESCO
	NESCO
	SOUTHCO
	CESU

	Proposed revenue billed 
	1675.00
	1373.65
	499.71
	1182.60

	Proposed Collection efficiency (%)
	97.50%
	97%
	97%
	95%

	Proposed Collection inefficiency (%)
	2.50%
	3%
	3%
	5%

	Proposed Bad and Doubtful debt  (Rs. in Crore)
	47.63
	41.21
	11.60
	59.13


462. WESCO, NESCO & SOUTHCO in their filing, have submitted that the gap between the billing and collection efficiency may be allowed as bad debt, since it is difficult for the licensee to arrange working capital fund. 

463. From the above table it is revealed that the DISCOMs essentially propose to treat the entire uncollected amount beyond the collection efficiency as bad and doubtful debt. In other words the DISCOMs have assumed that there would be no collection of arrears and all such amount beyond collection efficiency level would be treated as bad and doubtful debt. The said proposal of the DISCOMs is unjust for the consumers as this would mean passing of the entire collection inefficiency of the DISCOMs through ARR. Further if any amount is not collected during a current financial year it may be collected in subsequent year. Hence entire uncollected amount cannot be treated as bad debt. It may be clarified that amount treated as bad and doubtful debt would represent the amount that may not be collected during the year in which bill is raised but some amount out of the amount may be collected in subsequent years/years.

464. The commission have allowed 2% of the billing amount as the bad and doubtful debt in the tariff order for FY 2009-10. Commission in line with the earlier order allows 2% of the billing amount as the bad and doubtful debt for FY 2010-11 by excluding the revenue from sales to EHT consumers. This is a departure from our earlier orders of allowing Bad and doubtful debt wherein 2% was allowed on the entire the sales of DISCOMs. Commission is of the view that since there is no loss in the EHT level, allowing bad debt on such sales tantamount to allocating excess to amount to DISCOMs on such account. Therefore while approving the Bad and Doubtful debt for FY 2010-11 toal sales in HT and Lt Categories has been taken into account. Hence the amount of Bad and doubtful debt as proposed by the DISCOMs and approved by the Commission for FY 2010-11is summarized below:

Table - 76
                                                                                        (Rs. in Crore)

	 
	Proposed
	Approved

	DISCOM
	Revenue
	Bad debt
	Revenue
	Bad debt

	WESCO
	1675.00
	47.63
	1630.01
	20.85

	NESCO
	1373.65
	41.21
	1357.92
	13.14

	SOUTHCO
	499.71
	11.60
	471.82
	6.89

	CESU
	1182.60
	59.13
	1558.33
	22.02


Truing Up for DISCOMs

465. The Commission in last three successive tariff orders had undertaken truing up exercise of cost and revenue of DISCOMs based on audited accounts available with the Commission. The first truing up was taken in the RST order of 2007-08 wherein provisional true of ARR with audited accounts was done for the years FY 1999-2000 to FY 2005-06. Subsequently in the RST orders of FY 2009-10 further true up was extended upto the FY 2007-08 for WESCO, NESCO & SOUTHCO and upto FY 2006-07 for CESU. The Commission based on these provisional true up exercise has also been granting amortization of regulatory assets every year to the DISCOMs who have landed up with negative Regulatory Asset, while finalizing their ARR. Based on the earlier true up Commission has allowed in successive ARR, amortization of regulatory assets in the following manner:-

Table - 77
(Rs. in crore)

	Year
	WESCO
	NESCO
	SOUTHCO
	CESU

	2006-07
	-
	41.36
	31.91
	

	2007-08
	-
	41.36
	31.91
	43.23

	2008-09
	-
	65.00
	
	118.00

	2009-10
	-
	
	19.00
	151.00

	Total amortization allowed
	
	147.72
	72.82
	312.23


466. The truing up exercise which Commission has been undertaking in previous Tariff orders is on provisional basis mainly due to non settlement of the issue of the audit of receivables. Commission had earlier directed the DISCOMs to assess consumer wise receivable and non-receivables upto 31.03.2005 and get it certified by the auditors. 
467. The three DISCOMs namely WESCO, NESCO & SOUTHCO submitted their reports earlier and CESU submitted its receivable audit report during the current financial year. GRIDCO was asked to submit its views on the receivable audit reports of DISCOMs since it has stake on the arrears pertaining to the period prior to 1.04.1999. GRIDCO has submitted its views on the receivable audit report of all the DISCOMs. 

468. The Commission has dealt the issue of receivable audit in its last RST order of FY 2009-10 the relevant para of which is given below: -

“398
Regarding receivable audit, WESCO, NESCO & SOUTHCO have submitted the report to the Commission. CESU is yet to submit the report. After getting the report, Commission conducted a hearing and asked for comments from GRIDCO. GRIDCO submitted its reply on 18.08.2008 to the Commission. Commission again asked WESCO, NESCO & SOUTHCO to file their views on the comments of GRIDCO to which they have submitted their replies on 27.09.2008. After going through the comments of GRIDCO and DISCOMs, it is revealed that there is disagreement on many issues pertaining to the receivable audit. 

399
In view of the above, Commission is of the opinion that, this issue needs to be deliberated among all the stakeholders viz. GRIDCO, DISCOMS, State Govt. etc. to arrive at a final settlement. For this purpose, Commission will conduct a separate hearing and after eliciting the views of all the stakeholders shall pass appropriate order in the matter.”
469. After going through the reports submitted by the DISCOMs and comments of GRIDCO on such reports, the Commission for present decides to deal with the matter of receivable of DISCOMs after the current tariff proceedings is over since this an important issue and needs to be dealt separately.  However for present Commission observes the following with regard to the receivables of DISCOMs.  

470. Commission directed all the four DISCOMs on dtd.30.07.2005 to conduct receivable audit in respect of LT consumers for the period from 01.04.1999 to 31.03.2005. But due to lack of soft copy of the relevant data for the said period, the reports got delayed. 
471. In the scope of audit the final date of submission of report was scheduled by 30.10.2005 for WESCO, NESCO & SOUTHCO and by 01.10.2005 in respect of CESU. The DISCOMs submitted their reports on the dates as mentioned below:

Table - 78
	Name of DISCOM
	Date of Submission

	WESCO
	06.02.2008

	NESCO
	12.02.2008

	SOUTHCO
	03.03.2008

	CESU
	12.10.2009


472. The receivable audit report of all the four DISCOMs have now been received by the Commission along with the comments from GRIDCO on such reports. Commission is of the opinion that since the receivable audit has been conducted upto 31.03.2005, it would be of much less relevance at such a belated time in the year 2010 and assessing of receivables to a nearer date would be more purposeful. Commission therefore directs the following in the matter of receivables of DISCOMs: 
1) The licensee shall up-date the receivable audit report upto 31.03.2009, in respect of LT consumers since on the basis of audit report submitted upto 31.03.2005 it is difficult to assess the exact quantum of recoverable and non-recoverable debt at present.

2) The report should clearly exhibit the dues of the permanently disconnected consumer and ghost consumers. 

3) The up-dating of the report shall be done by the same auditor, who were assigned the job of receivable audit; and submitted their report.

4) Licensee shall submit the report in abstract form to the Commission within 31.07.2010.

5) In the context of receivable from Govt. departments, the Commission in their Business Plan order dtd.28.02.2005 have stated the following: -


“(i)(b)(ix)
The Commission directs that a suitable tripartite mechanism involving the individual DISTCOs, GRIDCO & Government of Orissa may be in place to monitor the payment made against the Government consumers, PSUs & simultaneously adjustment in the books of accounts of GRIDCO & DISTCOs.”

The Commission while inviting suggestions/views/comments of State Govt. on providing subsidy/subvention and other important matters having a direct bearing on fixation of tariff for the year 2010-11 in Lr. No. JD (F)-175/02/3074 dtd. 31.12.2009 observed the following regarding electricity dues of Govt. departments:

“It has been frequently brought to the notice of the Commission that most of the State govt. departments/institutions and even in certain cases Police Stations are not paying the electricity dues in time. This was earlier brought to the notice of the State govt. Govt. department or organizations or the autonomous organizations under their control should show an example to other private consumers to pay the electricity dues in time. For practical purposes and keeping the sensibility of the issue of disconnection of power to water supply, hospitals, police stations, street light etc., government may think of a suitable mechanism like advance deposit/pre-paid meter system etc. to ensure timely realization of Electricity dues from govt. organisations/Local Bodies/Public Undertakings/Educational Institutions etc.  The concrete action taken by the State govt. or proposed to be taken to ensure payment of electricity dues in time by all govt. departments, urban local bodies, rural local bodies, co-operatives, public sector undertakings, and autonomous organizations working under the control of the State govt. may be indicated.”

In response to the above matter Govt. of Orissa in its Letter No. 1577/EN, dtd. 23.02.2010 at para 4 replied the following regarding payment of Electricity dues by the Government Department.

It is relevant to mention that the Govt. in the Energy Department have from time to time impressed upon the Departments of Govt. to pay their electricity dues for which budgetary provisions have been made by the Govt. commensurate with the requirement of the respective Govt. offices.

The DISCOMs should not take the plea of non-payment of arrears by different Govt. Departments. The so called arrears have not been assessed correctly and this fact has been pointed out to the DISCOMs. The DISCOMs are also lagging behind in reconciliation of arrears to expedite payment of defaulting consumers. 

The defaulting consumers of various Department and other local bodies, corporation are like any other individual consumers. DISCOMs are free to resort to disconnection of power supply. Moreover the outstanding against the Govt. consumers is less than 10% of the total arrears.

The DISCOMs should also resort to other modes of collection available under Section 126 of the Electricity Act, 2003.
473. In the light of the above order, the Commission directs the DISCOMs to submit a detailed report on the action taken for realization of the arrears from Govt. departments / Govt. PSUs. Time and again the Commission in different meetings advised DISCOMs to make effort for reconciliation of the arrear dues with the Govt. departments and PSUs. If in the meantime the DISCOMs have reconciled the arrears with the Govt. PSUs the joint reconciliation statement of arrears may be submitted to the Commission for further action. 

474. The Commission is aware that CESU notified a One Time Settlement scheme for collection of the arrear dues from the defaulting consumers. In view of having carried out such a scheme, CESU is directed to submit a report, detailing consumer category wise total receivable amount (arrears) prior to implementing one-time settlement and after granting one-time settlement. Any other DISCOMs which undertake one time settlement with the consumers for collection of the arrear dues would also be required to submit a report (consumer category wise) of total receivable amount before one-time settlement and after one-time settlement.
475. As regards the principle for true up, Commission in its last RST order for FY 2009-2010 discussed about those principles. The relevant para 401 of the said order is reproduced below: 

“401.
The principles adopted for true up purpose are discussed in the following table: 

Table -63
	
	FY-00
	FY-01
	FY-02
	FY-03
	FY-04
	FY-05
	FY-06
	FY-07
	FY-08

	Power Purchase Cost
	As per the audited accounts, power purchase costs accepted in full

	Distribution Losses
	Audited Distribution losses accepted
	Distribution losses as per Kanungo Committee filing
	Benchmark losses as per the Business Plan order accepted for true-up

	Sales
	As per Audited Accounts
	Estimated, as per Actual Power purchase and D-Loss as filed by the DISCOMs
	Estimated as per the Actual Power Purchase Costs and benchmark Distribution losses as per the Business Plan order

	Employee Cost
	Allowed as per Audited actuals

	A&G Expenses
	Allowed as per figures approved in the ARR

	R&M Expenses
	Allowed as per Audited actuals

	Provision for bad and doubtful debt
	Allowed as per figures approved in ARR.

	Depreciation
	Allowed as per Audited actuals

	Interest chargeable to Revenue
	Allowed as per Audited actuals

	RoE
	Not considered as a part of true up

	Contingency reserve
	Not considered as a part of true up


476. Commission has decided to adopt the same principles as above for the current true up also. Commission in view of the above discussion has undertaken truing up exercise of the cost and revenue based on audited accounts of the DISCOMs upto the Year 2008-09 for WESCO, NESCO and SOUTHCO and upto the year 2007-08 for CESU on the basis on the available audited accounts. The current exercise for FY 2010-11 is the extension of earlier true up taken for DISCOM in the RST order for FY 2009-10 and the updated true up is as follows:

	WESCO
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07
	2007-08
	2008- 09
	Total Gap

	Gap in Revenue Requirement
	(10.12)
	(27.64)
	23.22 
	(10.08)
	65.57 
	(37.98)
	(20.87)
	57.05 
	168.79 
	(115.66)
	 

	Gap in Revenue from Sale of Power
	(11.88)
	(53.41)
	(10.76)
	(14.72)
	(65.79)
	18.41 
	31.80 
	(16.48)
	(19.69)
	283.51 
	 

	Total Gap (for the year)
	(22.00)
	(81.05)
	12.46 
	(24.80)
	(0.22)
	(19.56)
	10.92 
	40.57 
	149.10 
	167.85 
	 

	Add: Approved gap in ARR allowed by the Commission
	0.26 
	30.27 
	(3.66)
	61.01 
	48.30 
	52.42 
	112.40 
	66.88 
	0.05 
	24.83 
	 

	Gap considered for True up
	(21.74)
	(50.78)
	8.80 
	36.21 
	48.08 
	32.86 
	123.32 
	107.45 
	149.15 
	192.68 
	 

	Total Gap(+/(-))
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	626.04 

	Regulatory Asset allowed by the Commission

	2009-10
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	(38.89)

	Total Gap towards true up after allowing Regulatory assets
	587.15 

	Note: Since WESCO has positive Regulatory gap no positive regulatory asset has been allowed by the Commission. For FY 2009-10 negative gap allowed in ARR is allowed to be adjusted against positive True Up.


	NESCO
	1999-00
	2000-01
	2001-02
	2002- 03
	2003 -04
	2004- 05
	2005- 06
	2006- 07
	2007- 08
	2008- 09
	Total Gap

	Gap in Revenue Requirement
	(35.25)
	29.37 
	23.79 
	30.23 
	85.86 
	(53.10)
	(3.50)
	94.70 
	24.41 
	17.49 
	 

	Gap in Revenue from Sale of Power
	(19.46)
	(72.36)
	(16.17)
	(14.39)
	(72.66)
	7.39 
	80.48 
	(16.85)
	60.28 
	57.73 
	 

	Total Gap (for the year)
	(54.71)
	(42.99)
	7.62 
	15.84 
	13.20 
	(45.72)
	76.98 
	77.86 
	84.69 
	75.22 
	 

	Add: Approved gap in ARR allowed by the Commission
	(11.08)
	(10.44)
	(90.90)
	(37.76)
	(34.51)
	(19.18)
	(22.31)
	(7.78)
	0.07 
	1.45 
	 

	Gap considered for True up
	(65.79)
	(53.43)
	(83.28)
	(21.92)
	(21.31)
	(64.90)
	54.67 
	70.08 
	84.76 
	76.67 
	 

	Total Gap(+/(-))
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	(24.47)

	Regulatory Asset allowed by the commission

	2006-07
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	41.36 

	2007-08
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	41.36 

	2008-09
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	65.00 

	Total Gap towards true up after allowing Regulatory assets
	123.25 


Note: Commission has already allowed regulatory asset of 147.72 crore as against a negative gap of 24.47 crore arrived now. Hence no regulatory asset is allowed to the Licensee for FY 2010-11.

	SOUTHCO
	1999- 00
	2000- 01
	2001- 02
	2002- 03
	2003- 04
	2004- 05
	2005- 06
	2006- 07
	2007- 08
	2008- 09
	Total Gap

	Gap in Revenue Requirement
	16.97 
	14.13 
	29.51 
	40.23 
	36.86 
	(45.88)
	37.38 
	29.87 
	5.19 
	(33.94)
	 

	Gap in Revenue from Sale of Power
	(34.66)
	(33.61)
	(11.28)
	(45.34)
	(26.65)
	(6.36)
	(17.02)
	(5.31)
	38.91 
	105.13 
	 

	Total Gap (for the year)
	(17.69)
	(19.48)
	18.23 
	(5.11)
	10.21 
	(52.24)
	20.35 
	24.55 
	44.10 
	71.19 
	 

	Add: Approved gap in ARR allowed by the Commission
	(25.91)
	(31.11)
	(53.13)
	(13.38)
	(49.33)
	(34.27)
	(15.60)
	(45.31)
	(3.78)
	0.06 
	 

	Gap considered for True up
	(43.60)
	(50.59)
	(34.90)
	(18.49)
	(39.12)
	(86.51)
	4.75 
	(20.76)
	40.32 
	71.25 
	 

	Total Gap(+/(-))
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	(177.65)

	Regulatory Asset allowed by the commission

	2006-07
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	31.91 

	2007-08
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	31.91 

	2008-09
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0.00 

	2009-10
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	19.00 

	Total Gap towards true up after allowing Regulatory assets
	(94.83)


	CESU
	1999- 00
	2000- 01
	2001- 02
	2002- 03
	2003- 04
	2004- 05
	2005-06
	2006- 07
	2007- 08
	 
	Total Gap

	Gap in Revenue Requirement
	(68.52)
	(14.68)
	7.23 
	34.52 
	76.00 
	28.82 
	(60.35)
	(45.29)
	(0.96)
	 
	 

	Gap in Revenue from Sale of Power
	(50.14)
	(54.29)
	(32.91)
	(201.63)
	(102.30)
	18.14 
	38.13 
	55.71 
	51.69 
	 
	 

	Total Gap (for the year)
	(118.66)
	(68.97)
	(25.68)
	(167.11)
	(26.30)
	46.95 
	(22.22)
	10.42 
	50.73 
	 
	 

	Add: Approved gap in ARR allowed by the Commission
	(21.52)
	(15.96)
	(10.01)
	98.06 
	7.57 
	(33.61)
	(8.62)
	(7.76)
	3.06 
	 
	 

	Gap considered for True up
	(140.18)
	(84.93)
	(35.69)
	(69.05)
	(18.73)
	13.34 
	(30.84)
	2.66 
	53.79 
	 
	(309.63)

	Total Gap(+/(-))
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Regulatory Asset allowed by the commission

	2006-07
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0.00 

	2007-08
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	43.23 

	2008-09
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	118.00 

	2009-10
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	151.00 

	Total Gap towards true up after allowing Regulatory assets
	2.60 


Note: Commission has already allowed regulatory asset of 312.23  crores as against a negative gap of 309.63 crores arrived now. Hence no regulatory asset is allowed to the Licensee for FY 2010-11.

477. During the last true up exercise distribution loss figures were taken as per the trajectory laid down in the Business plan order of 2005. However in the tariff orders of FY 2006- 07 and FY 2007-08 Commission revised the Business Plan order and adjusted the distribution loss. In Business Plan order at Para(XI)(a), Commission observed the following:

‘The sale of EHT along with total sale has been projected by the various distribution companies. The loss at EHT is considered zero as distribution companies purchases power at EHT bus. Non maturing of EHT loads during the first five years has created havoc in various estimates proposed in the Staff Appraisal Report of World Bank in April, 1996. To be fair to everybody, the Commission directs that any wide fluctuation in EHT consumption will be given due consideration at the time of revenue requirement from year to year while re-estimating, if deemed necessary the AT&C loss levels for performance measurement.’

Accordingly Commission in tariff order for FY 2006-07 and 2007-08 revised the distribution loss vis-à-vis Business Plan as given in the table below:

Table- 79
(Rs. in crore)

	Distribution Loss (in %)

	Year
	2006-07
	2007-08

	
	Approved in Business plan
	Approved in ARR
	Approved in Business plan
	Approved in ARR

	WESCO
	28.00
	33.75
	25.00 
	 25.00

	NESCO
	32.00
	31.51
	29.00
	26.00

	SOUTHCO
	 33.00
	  33.00
	30.00
	30.40

	CESU
	  33.00
	  33.00
	30.00
	29.30


During the Current provisional true up of DISCOMs upto the year 2008-09 for WESCO, NESCO and SOUTHCO and  FY 2007-08 for CESU such variations as approved in the ARR have been taken into considerations.  

478. In line with the earlier order of the Commission holds the opinion that the outcome of the order on receivable audit has some bearing on the income of GRIDCO and hence decides to undertake final truing up exercise after the pronouncement of the final order on receivable audit for DISCOMs.
479. On the basis of the above discussions, Commission has not allowed any amount towards amortization of Regulatory assets based on current true up exercise for FY 2010-11. 

Return on Equity 
480. WESCO, NESCO and SOUTHCO in their ARR filing have submitted that due to negative returns( gaps) in their ARR and carry forward of huge Regulatory Assets in previous years, the Licensee could not avail the ROE over the years, which otherwise would have been invested in the company for improvement of the infrastructure. They have further submitted that the ROE to be allowed on the amount of the equity and the accrued ROE for the previous years.

481. The OERC (Terms and Conditions for Determination of Tariff) Regulation, 2004 mandates the Commission to provide a reasonable return to the investors to attract capital. To make it lucrative, the Return on Equity may be linked to the RBI bank rate plus a margin for the investment risk in the power sector. In its LTTS order the Commission has considered that an appropriate base for returns is required for enabling fresh infusion of capital and allowed a 16% return on the equity. The same principles are being followed up for the next control period of FY 2008-09 to2012-13.  

482. The Commission examined the audited annual accounts of WESCO, NESCO and SOUTHCO for FY 2008-09 and the account of FY 2007-08 in respect of CESU. The position of share capital (Equity Base) of each company as reflected in their aforesaid accounts is given below:

Table - 80
(Rs. in crore)

	Name of the Company
	Share Capital (Equity Base)

	WESCO
	48.65 

	SOUTHCO
	37.66  

	NESCO
	65.91 

	CESU
	72.72 


483. From the audited accounts of WESCO, NESCO and SOUTHCO for FY 2008-09, it is revealed that there has been no infusion of owner’s capital by the DISCOMs and the share capital initially invested while acquiring the distribution Licence by the Licensees remaining unchanged. The Commission thus allows a return of 16% on the equity base (share capital) and approves following amounts against the proposed ROE:

Table - 81
(Rs. in crore)

	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU

	Amount proposed by DISCOMs
	9.03
	12.33
	8.11
	11.64

	Amount approved by the Commission
	7.78
	10.55
	6.03
	11.64


Miscellaneous receipts 
484. The miscellaneous receipts proposed by the licensees for the FY 2010-11 against the approved for FY 2009-10 are given in the table below: 

Table - 82
(Rs. in crore)

	
	WESCO
	NESCO
	SOUTHCO
	CESU

	Amount proposed for FY 2010-11
	19.75
	17.31
	9.76
	20.27

	Amount approved for FY 2009-10
	22.15
	35.79
	15.81
	22.79


485. The miscellaneous receipt of the DISCOMS is mainly on account of meter rent, commission for collection of ED, miscellaneous charges, interest on loans and advances, interest on bank deposit, DPS, over drawl penalty and other miscellaneous receipts.  It is observed from the audited accounts that the actual miscellaneous receipts of DISCOMs is much more than the proposed receipts in the ARR.  The audited accounts are available upto the year 2008-09 in case of WESCO, NESCO and SOUTHCO and upto FY 2007-08 in case of CESU. The position of miscellaneous receipts during the last two years of audited accounts available to the Commission is tabulated below:

Table - 83


(Rs. in crore)

	 
	WESCO
	NESCO
	SOUTHCO
	CESU

	Year
	2007-08
	2008-09
	2007-08
	2008-09
	2007-08
	2008-09
	2006-07
	2007-08

	Misc. Receipt
	37.60
	50.41
	55.43
	44.38
	25.11
	14.99
	36.69
	46.68

	Less: DPS & OD penalty
	12.55
	17.51
	9.96
	6.41
	4.74
	0.96
	9.81
	4.1

	Net Misc Receipt
	25.05
	32.90
	45.47
	37.97
	20.37
	14.03
	26.88
	42.58

	Average
	28.98
	41.72
	17.20
	34.73


486. Commission observes that the receipts under miscellaneous receipts are of fluctuating nature and the reasonable estimate of future receipts would be the analysis of past actual trends. The Commission thus estimates the average actual receipts for last two years audited accounts available to the Commission as the likely receipts during the ensuing year FY 2010-11 and which is calculated in the above table. The miscellaneous receipts thus approved by the Commission for FY 2010-11 are shown in the table below:

Table - 84
               (Rs. in crore)

	WESCO
	NESCO
	SOUTHCO
	CESU

	28.98
	41.72
	17.20
	34.73


Revenue requirement 

487. In the light of above discussion, the Commission approves the revenue requirement of 2010-11 of four DISCOMs, as shown in Annexure-A. 

488. An extract of the revenue requirement, expected revenue at the existing tariff and revenue gap for FY 2010-11 approved by the Commission is given below:

Table - 85
(Rs. in crore)

	DISCOM
	Revenue Requirement
	Expected Expenditure
	Gap (-)/Surplus(+)

	
	Proposed
	Approved
	Proposed
	Approved
	Proposed
	Approved

	WESCO
	1969.82
	1,638.42 
	1675.00
	 1,636.10 
	(294.82)
	        2.32 

	NESCO
	1691.06
	1,362.53 
	1390.95
	 1,351.41 
	(300.11)
	      11.12 

	SOUTHCO
	1092.68
	473.78 
	509.47
	    472.47 
	(583.21)
	        1.31 

	CESU
	1807.17
	1,550.81 
	1202.87
	 1,549.38 
	(604.30)
	        1.43 

	Total
	6560.73
	5025.54
	4778.29
	5009.35
	(1782.44)
	      16.19 


Treatment of Surplus Revenue and Revenue Gap 
489. As shown in the table above the Commission has approved surplus to the tune of Rs.2.32 Cr, Rs.11.12 cr, Rs.1.31 Cr and Rs.1.43 cr to WESCO, NESCO, SOUTHCO and CESU respectively. The surplus revenue earned by WESCO, NESCO and CESU should be treated towards liquidation of past power purchase dues of GRIDCO. In case of SOUTHCO since they have landed up with negative true up amount of Rs.94.83 cr, the surplus revenue earned by SOUTHCO should be treated as Regulatory Assets to be liquidated against the said negative true up amount.

490. The Commission hereby directs that the surplus revenue in case of DISCOMs shall be maintained by the company in its own fund and shall not be utilised for any other purpose or shall not be transferred to any other account without specific approval of the Commission. Any surplus has to be utilized to clear the outstanding dues of the GRIDCO at the first instance as indicated in Para 495 of this Order.

Revenue Requirement and Distribution Cost

491. After analysing the approved revenue requirement of the DISCOMs it is revealed that there has been a quantum jump in the Distribution Cost owing to the Employee Cost component which has registered a significant rise on account of 6th pay Commission recommendations. In order to appreciate such an evolving scenario an analysis has been carried out and a graph is presented below which shows the approved Distribution cost, Employee Cost and Distribution Cost minus Employee cost. It is discernible from the said graph that Distribution costs show a steep rise during FY 2009-10 and FY 2010-11 due to abnormal increase in employee cost as compared to other cost components which have only increased marginally. The graph below depicts such a picture:

[image: image4.emf]Trend in Distribution Cost and Employee Cost (Approved Cost)
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Receivables of GRIDCO from DISCOMs 
492. GRIDCO in its application has stated that DISCOMs have not paid their outstanding dues approved by the Commission. Since the amounts are considered in ARR of GRIDCO the non-payment by DISCOMs has affected the finances of GRIDCO.

493. Commission vide order dtd.20.10.2009 in Case No.104/2009 and 105/2009 have directed WESCO, NESCO, SOUTHCO and CESU to pay the default amount approved during 2008-09 and approved amount from 2009-10 during FY 2009-10. But as reported by GRIDCO upto December, 2009 the following amounts are still outstanding from different DISCOMs as depicted in table below.

Table - 86
	Sl. No.
	Particulars
	WESCO
	NESCO
	SOUTHCO
	CESU
	Total

	1
	Amount approved for FY 2009-10
	-
	-
	19.00
	151.00
	170.00

	2
	Amount to be paid by SOUTHCO to WESCO through GRIDCO
	-
	-
	9.00
	-
	9.00

	3
	Arrear amount for FY 2008-09 payable during 2009-10
	36.83
	-
	-
	85.53
	122.36

	4
	Total payable
	36.83
	-
	28.00
	236.53
	301.36

	5
	Amount paid upto Dec.2009
	2.00
	-
	7.80
	61.60
	71.40

	6
	Balance payable
	34.83
	-
	20.20
	174.93
	229.96


494. GRIDCO is currently passing through a serious financial crunch. This is mainly because GRIDCO is purchasing power at higher cost and supplying power at a reduced rate (122.2 paise per Kwh) approved by the Commission. Therefore, the defaulting DISCOMs must step up their collection drive and ensure payment of the balance arrear BST dues indicated in the above table.

495. Further, Commission reiterates that the direction of the Commission vide order dtd.01.12.2008 relating to securitization of receivables of GRIDCO as on 31.3.2005 must be scrupulously followed by the DISCOMs.

496. Inview of the above, the Commission directs the manner and the order of priority for Escrow relaxation by GRIDCO from the Escrow account wherein current revenue of DISCOMs are deposited:

a. Current BSP dues in full including current Transmission charges and SLDC charges.

b. Employees cost as approved by the Commission in this tariff order for FY 2010-11.

c. Monthly R&M expenditure as approved by the Commission in this tariff order for FY 2010-11.

d. 50% of the average monthly obligation of the defaulted arrear BST as approved by the Commission in the RST Order for FY 2008-09 and 2009-10.

e. The balance amount towards arrear BSP dues as approved in the securitization order of the Commission dtd. 01.12.2008.

All the previous orders of the Commission in the matter of escrow relaxation stands modified to the extent indicated above.

Application for review of Order dtd.26.10.2009 passed by the Commission arising out of Case No. 115 of 2004 filed by CESU 
497. CESU had earlier filed an application in Case No. 113 of 2009 in the matter to waive out the DPS component amount Rs.526.41 cr. on the existing BST dues as on 31.03.2005 arising out of the Commission’s securitisation order dated 1.12.2008. The Commission while disposing the said case on 26.10.2009 observed the following:
“The issue regarding the payment of DPS or waiver of DPS, as raised in this petition would subsequently be addressed in the ARR of 2010-11, the petition for which may be filed along with the application for the ARR of 2010-11.”
498. CESU has accordingly filed an application dtd.15.12.2009 with the prayer to waive out the DPS component amounting to Rs.526.41 crore on the outstanding BST dues as on 31.03.2005. The CESU in its present petition has advanced certain arguments as to why DPS of Rs 526.41 crore is not payable by them and consequently the same should be waived. The brief arguments given in their submission are discussed below:
(i) The Commission in its order dtd.07.09.2001 allowed CESCO (now CESU) to appropriate Rs.10.00 cr. by way of ESCROW relaxation for the purpose of ensuring safe supply of electricity and to take preventive maintenance of infrastructure in the interest of the consumers and public. The OPGC filed a writ petition in the Hon’ble High Court of Orissa in OJC No.13338 of 2001 challenging the escrow relaxation made by the Commission in favour of CESCO. By the order of the Hon’ble High Court dtd.23.07.2002, CESCO was allowed to deposit Rs.36.00 cr. from 01.07.2002 and appropriate Rs.11.00 cr. to meet running of CESCO establishment. The said order was again confirmed on 22.02.2005 by the Hon’ble High Court on the petition of GRIDCO to reduce escrow relaxation amount of Rs.11.00 cr. to Rs.9.00 cr. This order of High Court was challenged by OPGC before Hon’ble Supreme Court of India which directed in its order dtd.29.04.2005 that arrangement made by High Court in its order dtd.02.09.2002, shall be continued.
CESCO therefore, averred that the violation of not making full payment of BST bills by CESCO to GRIDCO is pursuant to judicial direction given by Hon’ble Commission, Hon’ble High Court and Hon’ble Apex Court.

(ii) CESU has further submitted that the arrears, for which DPS is being payable now, have accumulated over the years mainly due to non-payment of bills by non-DPS consumers such as Govt. and PSUs.

(iii) The accumulated arrears were securitised by issue of bonds by State Govt. to GoI with 8.5% interest through a tripartite agreement between GoO, GoI and RBI for recovery of the said amount inline with the recommendations of Alhuwalia Committee recommendations. The interest on such securitised amount has already been passed through BST payments. These again cannot be recovered through RST. 

(iv) As per the tripartite agreement as ordered in Case No.115 of 2004 dtd.28.02.2005 between CESU, GoO and GRIDCO no DPS to be charged on outstanding State Govt. arrear bills. As quid pro quo, GRIDCO should not charge any DPS on BST equal to Govt. department arrears payable to CESU.

499. The fact of the case is as follows: 

The Commission had passed order dtd.01.12.2008 in Case No.115 of 2004 on the approved Business Plan of WESCO, NESCO, SOUTHCO & CESU for the control period from FY 2003-04 to 2007-08. The said order depicted the total securitized amounts as on 31.03.2005 to be paid to GRIDCO by the four DISCOMs viz. WESCO, NESCO, SOUTHCO & CESU. The said order was sequel to the Business Plan order dtd.01.03.2005 and clarificatory order dtd.20.07.2006.

In the securitization order dtd.01.12.2008, Commission observed the following in para 20 to 25: 
“20.
The total securitization amount as on 31.03.2005 is depicted as under: -










(Rs. in Crore)

	
	WESCO
	NESCO
	SOUTHCO
	CESU

	A. Loan Balance

	Principal
	138.46

	94.64
	134.36

	307.61

	Interest

	60.31

	41.05
	58.43

	162.86

	Sub-total (A)
	198.77
	135.69
	192.79
	470.47

	B. Outstanding BST dues with DPS

	Opening balance as on 01.04.99
	46.18
	41.66
	26.50
	80.16

	Arrear from 01.04.99 to 31.03.05
	118.41
	194.83
	47.19
	605.20

	DPS on above 
	58.72
	87.20
	32.02
	526.41

	Sub-total (B)
	223.31
	323.69
	105.71
	1211.77

	Grand Total (A+B)
	422.08
	459.38
	298.50
	1682.24


21.
The principal and interest on loan outstanding as on 31st March, 2005 have been reconciled between WESCO, NESCO & SOUTHCO. But reconciliation statement between GRIDCO and CESU is yet to be finalized.

22.
In absence of the reconciliation between CESU & GRIDCO as stated in above para, Commission accepts the audited figure of GRIDCO provisionally, till the final reconciliation.

23.
In line with our order dtd.20.07.2006, the Commission directs that the DISTCOs shall pay the outstanding loans including interest alongwith securitized BST dues as on 31.03.2005 in 120 monthly installment (maximum) within 2015-16.

24.
The security mechanism for payment of the amount shall be through escrow.

25.
The distribution companies are directed to pay the current BSP and transmission charges at the first instance. The Commission also desires that DISCOMs should meet their normal salary, Repair & Maintenance expenditure as per the approved figure of the Tariff Order applicable from time to time. Besides above the DISCOMs must generate enough cash to pay towards the monthly installment of the securitized amount to GRIDCO failing which DPS as applicable will be levied”.

As mentioned in the securitization order quoted above, the reconciliation of figures on the loan balance has not been done between GRIDCO and CESU. As regards the outstanding BST dues including DPS, there was no dispute between GRIDCO and CESU on the opening balance as on 01.04.1999, arrear from 01.04.1999 to 31.03.2005 and DPS as on 31.03.2005 i.e. Rs.80.16 cr., Rs.605.20 cr. and Rs.526.41 cr. respectively as per joint reconciliation statement between GRIDCO and CESU in presence of OERC officers. The DPS on such arrears is Rs.526.41 which CESU is now contesting as not payable raising certain grounds in the present petition.
500. Commission has gone into the details of the said petition filed by CESU. The Commission in the Order dtd. 1.12.2008 regarding securitisation of receivable of GRIDCO from DISCOMs directed regarding payment of securitized amount agreed between GRIDCO and DISCOMs as on 31.03.2005. In the said order Commission directed that in line with its own Order dtd. 20.07.2006, DISCOMs shall pay the outstanding loans including interest along with securitized BST dues as on 31.03.2005 in 120 monthly instalments (maximum) within 2015-16. The Commission further directed that number of instalments fixed by the Commission vide order dtd. 20.07.2006 DISCOMs for liquidating the outstanding BSP dues (excluding DPS), loan and interest shall remain unaltered. In addition to above the DISCOMs shall pay the DPS before 2015-16. 
501. Commission in light of the above facts observes that CESU is required first to pay the instalments towards Loan balance amounting to Rs.470.47 along with the outstanding BSP dues of Rs.685.36 crore as directed in the securitisation order dated 1.12.2008 before 2015-16. Once the above amounts are paid out fully by the CESU, Commission would take a view on the payment of DPS amounting to Rs.526.41. CESU has advanced certain arguments regarding arriving and waiving out of the DPS as discussed earlier. CESU has averred that the huge DPS has accumulated due to reasons beyond their control. We are now not going into details of the calculation of such DPS which is certainly a huge amount in comparison to other DISCOMs. CESU is again directed to repay GRIDCO the Loan balance as well as outstanding BSP dues fully and then approach Commission regarding payment of DPS amount as agitated by them. Once these amounts are paid in full by CESU, it can approach Commission for redressal of the issue of DPS. Commission would thereafter go into the merits of the case and pronounce a suitable order regarding payment of DPS by CESU to GRIDCO as directed in the securitisation order dated 1.12.2008.
DETERMINATION OF TARIFF (PARA 502 TO 571)
502. The determination of tariff by the Commission has been done after examination of all details based on the records submitted by the Licensees, written and oral representations of the objectors. 

503. The electricity tariff in Orissa has not undergone any change in general from 01.02.2001 to 31.03.2010, except for changes in certain incentive schemes. This in turn means decline in tariff in real terms as the inflation effect has been absorbed in the efficiency gain achieved by the licensees to the benefit of all groups of consumers. Another landmark development is the abolition of minimum charges for classes of consumers and introduction of a monthly minimum fixed charge for the low voltage group of consumers to recover expenses related to meter reading, billing and consumer service. 
504. The tariff structure as it exists for different voltage of supply are summarised below.  

LT supply upto 100 KW/110 KVA
Kutir Jyoti consumers: Monthly Fixed Charge (Rs./ Month)

Other classes of consumers:

(a) 
Energy Charge (Paise/unit)

(b) 
Monthly Minimum Fixed Charge (MMFC) (Rs./KW/ Month)

LT supply with connected load 110 KVA and above 

(a) Demand Charge (Rs./KVA)

(b) Energy Charge (Paise/unit)

(c) Customer Service Charge (Rs./Month)

HT Consumers 

(a) Demand Charge (Rs./KVA, Rs./KW)

(b) Energy Charge (Paise/Unit)

(c) Customer Service Charge (Rs./Month)

EHT Consumers 

(a) Demand Charge (Rs./KVA)

(b) Energy Charge (Paise/Unit)

(c) Customer Service Charge (Rs./Month)
505. Consumers covered under two-part tariff are not required to pay the MMFC but are to pay Demand Charge and Customer Service Charge. Consumers covered under single-part tariff and liable to pay MMFC will neither pay the Demand nor the Customer Service Charge. 
506. In addition, certain other charges like power factor penalty/incentive, prompt payment rebate, meter rent, delayed payment surcharge, over drawal penalty/incentive, other miscellaneous charges, etc. are payable in cases and circumstances mentioned in the later part of this order. 
507. The details of charges applicable to various categories of consumers classified under OERC Distribution (Conditions of Supply) Code, 2004 are discussed hereafter. 
tariff for Consumers Availing Power Supply at LT

The consumers availing power supply at LT with CD less than 110 KVA has to pay MMFC and energy charges as described below:

508. The MMFC is payable by the consumers with contract demand less than 110 KVA supplied power at LT. This is intended to meet a component of the fixed cost incurred in the system for meeting the consumer’s load and also to recover the expenses on maintenance of meter, meter reading, preparation of bills, delivery of bills, collection of revenue and maintenance of customer accounts. 
509. The Commission decides that the existing rate of MMFC should be revised as follows for certain categories. Accordingly, the rates applicable to all such customers who are to pay MMFC are given below: 
Table – 87
MMFC for LT consumers
	Sl.No
	Category of Consumers
	Monthly Minimum Fixed Charge for first KW or part (Rs.) *
	Monthly Fixed Charge for any additional  KW or part (Rs.)
	Monthly Minimum Fixed Charge for first KW or part (Rs.)
	Monthly Fixed Charge for any additional  KW or part (Rs.)

	
	
	Existing 
	Approved For FY 2010-11

	
	LT Category
	
	
	
	

	1.
	Domestic (other than Kutir Jyoti)
	20
	10
	20
	15

	2.
	General Purpose LT (<110 KVA )
	30
	20
	30
	25

	3.
	Irrigation Pumping and Agriculture
	20
	10
	20
	10

	4.
	Allied Agricultural Activities
	20
	10
	20
	10

	5.
	Allied Agro-Industrial Activities
	80
	50
	80
	50

	6.
	Public Lighting
	20
	10
	20
	15

	7.
	LT Industrial (S) Supply
	40
	30
	40
	35

	8.
	LT  Industrial (M) Supply
	80
	50
	80
	50

	9.
	Specified Public Purpose
	50
	50
	50
	50

	10.
	Public Water Works and Sewerage Pumping <110 KVA 
	50
	50
	50
	50


* When agreement stipulates supply in KVA this shall be converted to KW by multiplying with a power factor of 0.9 as per Regulation 2 (j) of OERC Distribution (Conditions of Supply) Code, 2004.
510. Consumers with connected load of less than 110 KVA are provided with simple energy meters which record energy consumption and not the maximum demand. The OERC Distribution (Conditions of Supply) Code, 2004, provides that “contract demand for loads of 110 KVA and above shall be as stipulated in the agreement and may be different from the connected load. Contract Demand for a connected load below 110 KVA shall be the same as connected load. However, in case of installation with static meter/meter with provision of recording demand, the recorded demand rounded to nearest 0.5 KW shall be considered as the contract demand requiring no verification irrespective of the agreement. Therefore, for the purpose of calculation of Monthly Minimum Fixed Charge (MMFC) for the connected load below 110 KVA, the above shall form the basis. The licensees are directed to follow the above provision of Regulation strictly. 

Energy Charge (Consumers with connected load less than 110 KVA) 


Domestic

511. The Commission is conscious of affordability of non-Kutir Jyoti consumers with connected load of 1 KW and above. Keeping this in view the Energy Charge for supply to domestic consumers availing low tension supply shall be as under :-


Domestic consumption slab
Energy charge
First 100 Units
140 paise per unit

Next 100 units
310 paise per unit

Balance units of consumption
410 paise per unit

512. The Kutir Jyoti consumers will only pay the monthly minimum fixed charge @ Rs.30/- per month for consumption upto 30 units per month. In case these consumers consume in excess of 30 units per month, they will be billed like any other domestic consumers depending on their consumption.
513. In accordance with the provision under the OERC Distribution (Condition of Supply) Code, 2004, initial power supply shall not be given without a correct meter. Load factor billing has been done away w.e.f. 1st April, 2004, as stipulated in the Commission’s RST order for FY 2003-04. As such licensees are directed not to bill any consumer on load factor basis.

514. General Purpose LT (<110 KVA): The Commission reviewed the existing tariff structure and decided to revise the existing rates and the revised rates are as follows:

Slab
Energy charge

First 100 units 
420 paise per unit

Next 200 units 
530 paise per unit

Balance units 
590 paise per unit
515. Irrigation Pumping and Agriculture: The Commission decides that the Energy Charge for this category will remain unchanged i.e. 110 paise per unit for supply at LT. Consumers in the irrigation pumping and agriculture category availing power supply at HT will pay 100 paise per unit.
516. Allied Agricultural Activities: After hearing the stakeholders the Commission decides not to revise the energy charge of this category since allied agricultural activities are very much related to agriculture. The Commission, therefore, decides that energy charge for allied agricultural activities shall be 120 paise per unit at LT and 110 paise per unit at HT. 
517. Allied Agro-Industrial Activities: The Commission after careful consideration decides to revise the tariff of this category to 320 paise per unit at LT and 310 paise per unit at HT.
518. The estimated overall average cost of supply for FY 2010-11 for the State as a whole is 327.37 paise per unit. The Commission, in keeping with its objective of rationalisation of tariff structure by progressive introduction of a cost-based tariff, has linked the Energy Charge at different voltage levels to reflect the cost of supply. The following revised tariff structure has been adopted for all loads at LT except domestic, general purpose, irrigation pumping, allied agricultural activities and allied agro-industrial activities. 
Voltage of Supply




Energy Charge


LT
420 paise per unit

The above rate shall apply to the following categories:

1) Public lighting

2) LT industrial(S) supply

3) LT industrial(M) supply

4) Specified public purpose

5) Public water works and sewerage pumping < 110 KVA

6) Public water works and sewerage pumping => 110 KVA

7) General purpose => 110 KVA

8) Large Industries

Tariff for consumers availing power supply at LT with contract demand of 110 KVA and above are given hereafter. 
519. Customer Service Charge at LT: The Commission examined the present level of Customer Service Charge being levied on the consumers with connected load of 110 KVA and above and decided to continue with the existing level of Customer Service Charge.

Table - 88
	Category
	Voltage of Supply
	Customer Service Charge (Rs. per month)

	Public Water Works (=>110KVA)
	LT
	30

	General Purpose (=>110KVA)
	LT
	30

	Large Industry 
	LT
	30


520. Demand Charges at LT: The Commission examined the existing level of Demand Charge of Rs.200/KVA/month payable by the consumers with a contract demand of 110 KVA and above. The Commission studied the Demand Charges for similarly placed consumers of other utilities. After examination of the details, the Commission has decided not to change the present rate of Demand Charge of Rs.200/KVA/month payable by the consumers with contract demand of 110 KVA and above which shall be payable in addition to the energy charge.

Voltage of Supply

Demand charge

LT (110 KVA & above)

Rs.200/ KVA/month

Tariff for HT & EHT Consumers 

Customer Service Charge for consumers with contract demand of 110 KVA and above at HT & EHT: 
521. All the consumers at HT and EHT having CD of 110 KVA and above are liable to pay customer service charge. This charge is meant for meeting the expenditure of the licensees on account of meter reading, preparation of bills, delivery of bills, collection of revenue and maintenance of customer accounts etc. The licensee is bound to meet these expenses irrespective of the level of consumption of the consumer. The customer service charges as existing hitherto remain unchanged as per details in the table below: 
Table - 89
	Category
	Voltage of Supply
	Customer service charge (Rs./month)

	Bulk Supply (Domestic)
	HT
	Rs.250/- for all categories

	Irrigation Pumping and Agriculture 
	HT
	

	Allied Agricultural Activities
	HT
	

	Allied Agro-Industrial Activities
	HT
	

	Specified Public Purpose
	HT
	

	General Purpose (HT >70 KVA <110KVA)
	HT
	

	HT Industrial (M) Supply
	HT
	

	General Purpose (=>110KVA)
	HT
	

	Public Water Works and Sewerage Pumping
	HT
	

	Large Industry
	HT
	

	Power Intensive Industry
	HT
	

	Mini Steel Plant
	HT
	

	Emergency Supply to CPPs
	HT
	

	Railway Traction
	HT
	

	General Purpose
	EHT
	Rs.700/- for all categories

	Large Industry
	EHT
	

	Railway Traction
	EHT
	

	Heavy Industry
	EHT
	

	Power Intensive Industry
	EHT
	

	Mini Steel Plant
	EHT
	

	Emergency Supply to CPPs
	EHT
	


Demand Charge for consumers with contract demand of 110 KVA and above at HT & EHT

522. The Commission examined the existing level of Demand Charge of Rs.200/KVA/month payable by the consumers with a contract demand of 110 KVA and above. The Commission studied the Demand Charges for similarly placed consumers of other utilities. After thorough examination, the Commission has decided not to change the present rate of Demand Charge of Rs.200/KVA/month payable by the consumers with contract demand of 110 KVA and above. The class of consumers and the voltage of supply to whom this charge shall be applicable are listed below.

HT Category
General Purpose (=>110 KVA)

Public Water Works and Sewerage Pumping

Large Industry

Power Intensive Industry

Mini Steel Plant

Railway Traction

EHT Category

General Purpose

Large Industry

Railway Traction

Heavy Industry

Power Intensive Industry

Mini Steel Plant

523. Consumers with contract demand 110 KVA and above are billed on two-part tariff on the basis of reading of the demand meter and the energy meter. They are also allowed to maintain loads in excess of their contract demand. The Demand Charge reflects the recovery of fixed cost payable by the consumers for the reservation of the capacity made by the licensee for them. To insulate the licensee from the risk of financial uncertainty due to non-utilisation of the contracted capacity by the consumer it is necessary that the consumer pays at least a certain amount of fixed cost to the licensee. To arrive at that cost the Commission studied the pattern of demand recorded by the demand meters of all such consumers of the licensee for the period from April, 2009 to September, 2009. The Commission after taking into consideration this aspect has decided that the existing method of billing the consumer for the Demand Charge on the basis of the maximum demand recorded or 80% of the contract demand, whichever is higher should continue. The method of billing of Demand Charge in case of consumers without a meter or with a defective meter shall be in accordance with the procedure prescribed in OERC Distribution (Conditions of Supply) Code, 2004. Again in case of statutory load restriction the contract demand shall be assumed as the restricted demand.
524. As per the OERC Distribution (Conditions of Supply) Code, 2004, for contract demand above 70 KVA but below 555 KVA, supply shall be at 3-phase, 3-wire, 11 kV. However, these consumers connected prior to 01.10.95 may be allowed to continue to receive power at LT. But there are some consumers in the category of Domestic, Irrigation Pumping, Allied Agricultural Activities, Allied Agro-Industrial Activities, Specified Public Purpose, General Purpose (>70 KVA <110KVA) and HT Industrial (M) Supply who have availed power supply at HT. For such types of consumers the Commission has decided to allow the existing Demand Charge as indicated below:

Category
(Rs./KW)
Domestic

10

Irrigation pumping 

30

Allied Agricultural Activities

30

Allied Agro-Industrial Activities

50

Specified public purpose

50

General purpose (>70 KVA<110KVA)
50 

HT Industrial (M) Supply

50

525. However, the billing demand in respect of consumers with Contract Demand of less than 110 KVA having static meters should be the highest demand recorded in the meter during the Financial Year irrespective of the Connected Load, which shall require no verification. 

Energy Charge for consumers with contract demand of 110 KVA and above
526. The Commission, aiming at rationalisation of tariff structure by progressive introduction of a cost-based tariff, has set the Energy Charge at different voltage levels to reflect the cost of supply. While determining Energy Charge, the principle of higher rate for supply at low voltage and gradually reduced rate as the voltage level goes up has been adopted. The existing tariff structure has been revised for all loads of 110 KVA and above as follows:

Voltage of supply


Energy Charge
HT




375 paise per unit

EHT




370 paise per unit

527. However, the Commission has made certain exceptions to the above provisions in respect of Domestic, Irrigation pumping, Allied Agriculture Activities and Allied Agro-Industrial Activities consumers availing power at HT. Similarly, Emergency supply to CGPs and Colony consumption at both HT and EHT level have also been exempted. 
HT Supply for Irrigation pumping, Allied Agriculture Activities and Allied Agro-Industrial Activities Consumers

528. With a view to avoid steep rise in tariff in respect of Irrigation pumping, Allied Agricultural/Agro-Industrial Activities availing power at HT and for encouraging Agro-Industrial growth, the Energy Charge is fixed for them as follows:

Category




Energy Charge

Irrigation Pumping


-
100 paise per unit


Allied Agricultural Activities

-
110 paise per unit


Allied Agro-Industrial Activities
-
310 paise per unit

Industrial Colony Consumption

529. Since the purpose of incentive scheme is to encourage higher consumption by the EHT & HT consumers, the Commission after reviewing the scheme, directs that, the units consumed for the colony shall be separately metered and the total consumption shall be deducted from the main meter reading and billed at 410 paise per unit for supply at HT and EHT. For the energy consumed in colony in excess of 10% of the total consumption, the same shall be billed at the rate of Energy Charge applicable to the appropriate class of industry. 

Emergency power supply to CGPs/Generating stations 
530. Industries owning CGPs/ Generating Stations have to enter into an agreement with the concerned DISCOMs subject to technical feasibility and availability of required quantum of power/energy in the system as per the provision under the OERC Distribution (Condition of Supply) Code, 2004. For them, (i) a flat rate of 510 paise/kwh at EHT and (ii) 530 paise/kwh at HT would apply. If on verification it is established that SMD of DISCOMs has increased because of overdrawl by the CGP, Demand Charge @Rs.200/KVA shall be payable over the excess of contract demand for that industry in addition to the energy charges in case of (i) & (ii) above.
Peak and off-peak tariff 

531. Section 62(3) of the Electricity Act, 2003 mandates as follows: 
“The Appropriate Commission shall not, while determining the tariff under this Act, show undue preference to any consumer of electricity but may differentiate according to the consumer's load factor, power factor, voltage, total consumption of electricity during any specified period or the time at which the supply is required or the geographical position of any area, the nature of supply and the purpose for which the supply is required.”
532. Further, in accordance with the provision of para 7(a) (i) of OERC (Terms and Conditions for Determination of Tariff) Regulation, 2004, a differential tariff for peak and off-peak hours is essential to promote demand side management. The Commission would encourage the distribution licensee to move towards separate peak and off-peak tariffs. Accordingly, the Commission decides that off-peak hours for the purpose of tariff shall be treated from 12 Midnight to 6.00 AM of the next day. Three-phase Consumers barring those mentioned below having static meters, recording hourly consumption with a memory of 31 days and having facility for downloading printout drawing power during off-peak hours shall be given a discount at the rate of 10 paise per unit of the energy consumed during this period. This discount, however, will not be available to the following categories of consumers. 

i) Public Lighting Consumers

ii) Emergency supply to captive power plants
533. The load curve of the Orissa Power system indicates wide variation between peak and off peak hours. One significant finding is the ratio between off peak load and peak load of the Orissa system. Ordinarily, ratio of 1.2:1 between peak to off peak appears to be ideal indicating very effective utilization of the existing capacity. This ratio in the Orissa system is much higher than this for all the months of the year.  Higher demand at peak load means high loss. Tariff structure shall encourage shifting of loads from peak hours to off peak hours. This may be possible either through bonus or penalty mechanism subject to availability of static meter with TOD facilities. In the present tariff structure there is a provision of reduced tariff in the off peak hour as an incentive. There is no disincentive for drawl at peak hours. DISCOMs are advised to install static meters with connected load of 10 KW and above. 

534. Further analysis indicates that the EHT groups of consumers generally are shifting the load from peak hours to off peak hours. That kind of trend is not visible in case of HT consumers. But, the combined load of HT consumers and area load comprising all low voltage consumers indicate that more or less the peak and off peak load drawal pattern do not change. Peak load continues to remain high. This is precisely because total domestic and large part of commercial loads and other loads at low voltage generally maximize their drawal during peak hour. The total units sale at low voltage is around 40%. Licensees will have to be incentivised for installation of static meters even in case of low voltage loads. Inefficient utilisation of the existing network shall have to be addressed by having distinct peak and off peak tariff for most of the consumers. It will also help demand side management.
535. The licensees shall submit a report to the Commission indicating the status of availability of static meters with TOD facility for low voltage consumers before 30th June, 2010.

Incentive for improvement in power factor  
536. The Commission decides that incentive for maintenance of high power factor shall be given as a percentage of the monthly Demand Charge and Energy Charge and shall be applicable to the HT/EHT consumers who are liable to pay power factor penalty. The rate of this incentive will be 1% for every 0.5% rise above the PF of 97% upto and including 100% on the monthly Demand Charge and Energy Charge.

Power Factor Penalty 
537. The Commission also orders for continuance of the power factor penalty as a percentage of monthly Demand Charge and Energy Charge on the following categories of consumers:

(i) Large Industries

(ii) Public Water Works (110 KVA and above)

(iii) Railway Traction

(iv) Power Intensive Industries

(v) Heavy Industries

(vi) General Purpose Supply

(vii) Specified Public Purpose (110 KVA and above)

(viii) Mini Steel Plants

(ix) Emergency supply to CGP

Rate of Power Factor Penalty:

i) 0.5% for every 1% fall from 92% upto and including 60% plus 

ii) 1% for every 1% fall below 60% upto and including 30% plus

iii) 2% for every 1% fall below 30%
Other Charges


The Commission authorises levy of other charges by the licensees as given below:- 

538. Over drawl during off peak hours: As per the existing tariff provisions, there is no penalty for overdrawal during off-peak hours upto 120% of the contract demand. The Commission has revised the off-peak hours as 12 Midnight to 6 AM of the next day. In case of Statutory Load Regulation deemed contract demand shall be the restricted contract demand.
539. Penalty for overdrawal of power above the contract demand: The existing rate of penalty, however, will continue for overdrawal during hours other than the off-peak hours. When the maximum demand exceeds the contract demand during hours other than off peak hours, such excess demand is liable for a penalty and payable at the prescribed rate of Demand Charge. For this purpose, the “Off-Peak hours” is defined as 12 Midnight to 6 AM of the next day.

Metering on LT side of Consumers Transformer 

540. As per Regulation 54 of OERC Distribution (Conditions of Supply) Code, 2004 Transformer loss, as computed below has to be added to the consumption as per meter reading.

Energy loss = (730 X rating of the transformer KVA) /100.

Loss in demand = 1% of the rating of the transformer in KVA (for two part tariff)
Incentive for prompt payment
541. The Commission examined the existing method of incentive and its financial implications. The Commission has decided to grant incentive for early and prompt payment as below:
a) A rebate of 10 paise/unit shall be allowed on energy charges if the payment of the bill (excluding all arrears) is made by the due date indicated in the bill in respect of the following categories of consumers.

LT: Domestic, General purpose <110 KVA, Irrigation pumping and Agriculture, Allied Agricultural Activities and LT Industrial (S), Public Water Works and Sewerage Pumping.

HT: Bulk supply domestic, Irrigation pumping and Agriculture, Allied Agricultural Activities, General purpose >70 <110 KVA, Public Water Works and Sewerage Pumping.

b) Consumers other than those mentioned at para ‘a’ above shall be entitled to a rebate of 1% (one percent) of the amount of the monthly bill (excluding all arrears), if payment is made within 3 working days of presentation of the bill. 

542. Delayed Payment Surcharge: The Commission has examined the present method and rate of DPS and has decided that if payment is not made within the due date, Delayed Payment Surcharge shall be charged for every day of delay at 1.25% per month on the amount remaining unpaid (excluding arrears on account of DPS) in respect of categories of consumers as mentioned below: 

i) Large industries

ii) LT/HT Industrial (M) Supply

iii) Railway Traction

iv) Public Lighting

v) Power Intensive Industries

vi) Heavy Industries

vii) General Purpose Supply >=110 KVA

viii) Specified Public Purpose

ix) Mini Steel Plants

x) Emergency supply to CGP
xi) Allied Agro-Industrial Activities
xii) Colony Consumption

Reconnection Charge: 
543. The Commission decides to allow the existing re-connection charges to continue.

Table -90
	Category of Consumers
	Rate Applicable

	Single Phase Domestic Consumer
	Rs.75/‑

	Single Phase other consumer
	Rs.150/‑

	3 Phase line
	Rs.300/‑

	HT & EHT line
	Rs.1500/-


544. The rate of tariff as determined above is reflected in Annexure-B.
Rounding off of consumers billed amount to nearest rupee

545. The Commission directs for rounding off of the electricity bills to the nearest rupee and at the same time directs that the money actually collected should be properly accounted for. 
Charges for Temporary Supply

546. The tariff for the period of temporary connection shall be at the rate applicable to the relevant consumer category. 

547. Connection temporary in nature shall be provided as far as possible with pre-paid meters to avoid accumulation of arrears in the event of dismantling of the temporary connection etc. 
New Connection Charges for LT 

548. The Commission in its previous tariff orders had directed that prospective small consumers requiring new connections upto and including 3 KW load should pay a flat charge of Rs.500/‑ towards new connection charges. This was intended to do away with the vexatious practice of preparation of estimate in respect of small consumers. Now the Commission considering escalation of rate of materials revises this to a flat charge of Rs.1000 excluding security deposit as applicable as well as processing fee of Rs.25/-. In those cases preparation of estimate is not required to avoid unnecessary delay. The flat charge of Rs.1000/- includes inspection fees but does not include processing fees of Rs.25 and security deposite as applicable.
Fuel Surcharge Adjustment Formula 
549. The Commission has already prescribed a fuel surcharge adjustment formula for the distribution licensees in the OERC (Conduct of Business) Regulations, 2004, which shall continue to be valid. 
Consumer Services 

Information to Consumers on Billing and Payment
550. The licensees should keep the consumers informed about the status of the meter, the pattern of consumption, the monthly payments, etc.  This assumes significance, as the licensees have to work out the interest on security deposit every year and credit the interest accrued thereon to consumer’s account as on 1st of May of every year. They should exhibit separately arrears in respect of each consumer as at the beginning of each financial year 

Information about Consumer Billing & Collection 

551. Information on billing and collection are of vital nature that can be shared with the consumers, by way of statement of meter reading, billing and payment by the consumers for a period of at least last twelve months. The licensees are directed to make those information available in their website. The Commission directs that all the distribution licensees shall fully introduce spot billing as early as possible for all their consumers. The Commission also expects the licensees to adopt for spot collection preferably through account payee cheques to improve their collection efficiency. In addition to this the licensees are directed to introduce ECS, payment through ATMs and other technologically advanced methods for better collection efficiency. Commission desires that DISCOMs should avail the service of panchayat and block level ‘e-seva’ kendras for providing billing information to individual consumer and payment of bill through ‘e-Janseva’.
552. The Commission in its previous order had allowed a rebate of 10 P/U for consumers covered under rural water supply category for payment within the due date. The Commission in this order has decided to continue with the same. 

553. Frequent theft of conductors cannot be a ground for denial of power supply for the vulnerable sections of the consumers, many of whom are not aware about their own rights. The Commission directs that the DISCOMs should be more vigilant for protection of supply line to lift irrigation points by involving the local community. Under no circumstances, the LI points and other consumer supplies shall remain defunct on the ground of theft of conductors. At the same time, collection of revenue from such kind of consumers as well as disconnection must be promptly followed up by the licensees. The licensee shall take up the help of the village committees and consumer associations for prevention of theft.

Special efforts and plan of action for collection of revenue

554. Revenue collection for the DISCOMs have been estimated based on the normative target of reduction of distribution loss, collection efficiency and AT& C loss as indicated below:
Table - 91
Distribution Loss, Collection Efficiency and AT&C Loss (in %)

	 
	Actual for 08-09
(Audited)
	Approved 

2009-10
	2009-10 (Estt. By licensee)
	2010-11 (Proj. by licensee)
	2010-11 (Approval)

	Distribution Loss
	Overall
	LT
	
	
	Overall

	CESU*
	40.34
	26.30
	35.04
	39.00
	44.28
	25.37

	NESCO
	34.57
	23.00
	33.19
	31.45
	28.30
	18.46

	WESCO
	33.55
	22.50
	35.86
	31.45
	28.45
	19.93

	SOUTHCO
	47.78
	27.92
	29.50
	46.77
	42.76
	27.82

	All Orissa
	37.50
	24.45
	34.04
	35.61
	35.38
	22.22

	Collection Efficiency

	CESU *
	91.80
	98.00
	
	95.00
	95.00
	98.00

	NESCO
	92.50
	98.00
	
	96.00
	97.00
	98.00

	WESCO
	93.86
	98.00
	
	97.00
	97.50
	98.00

	SOUTHCO
	94.21
	98.00
	
	96.00
	97.00
	98.00

	All Orissa
	92.98
	98.00
	
	96.00
	96.58
	98.00

	AT&C Loss
	

	CESU*
	45.23
	27.78
	
	42.05
	47.06
	26.86

	NESCO
	39.48
	24.54
	
	34.19
	30.45
	20.09

	WESCO
	37.63
	24.05
	
	33.50
	30.24
	21.53

	SOUTHCO
	50.80
	29.36
	
	48.90
	44.47
	29.27

	All Orissa
	41.89
	25.96
	
	38.16
	37.59
	23.77


555. Thus, in view of the target of reduction of loss, concerted efforts are to be made by the DISCOMs right from the very beginning to ensure 100% of the billing for the power supply and to collect the current revenue to the full extent. Unless 100% current billing is made and the current revenue is realized in full as per the bill raised, it would be difficult for the DISCOMs to meet the establishment expenditure, expenditure on R & M and other essential expenditure after meeting the BST bill and the transmission charges. The arrear payment of salary and wages on account of revised pay for the executives w.e.f. 1.1.2006 and the wages for the workers w.e.f. 1.4.2005 has not been built into the revenue requirement. The DISCOMs are required to meet the arrear liabilities on account of salaries and pension out of the collection to be made from the arrears outstanding as on 01.4.2010. Systematic efforts are to be made for collection of the arrear revenue so that the arrear salary and pension are paid. Added to this, BST for GRIDCO has been approved at average price of Rs.170.25 paise against the estimated purchase price from the generators at 174.58 paise. The purchase cost by GRIDCO may go up depending on the increasing cost of coal, oil and availability of water in the reservoirs to ensure production of hydro power as per the design capacity. The DISCOMs have to step up their efforts to ensure some payment towards the arrear BST so that the problem of GRIDCO is reduced to some extent enabling GRIDCO to purchase power form different sources and supply to the DISCOMs.
556. It has been generally argued by DISCOMs that Govt. departments/ Public sector undertakings / Urban Local Bodies / Co-operatives / Autonomous organizations are not paying electricity dues in time. In this connection, Commission in their letter No.175/02 dated 31.12.2009 has brought to the notice of the Govt. which is quoted below:-
“It has been frequently brought to the notice of the Commission that most of the State govt. departments/institutions and even in certain cases Police Stations are not paying the electricity dues in time. This was earlier brought to the notice of the State govt. Govt. department or organizations or the autonomous organizations under their control should show an example to other private consumers to pay the electricity dues in time. For practical purposes and keeping the sensibility of the issue of disconnection of power to water supply, hospitals, police stations, street light etc., government may think of a suitable mechanism like advance deposit/pre-paid meter system etc. to ensure timely realization of Electricity dues from govt. organizations/Local Bodies/Public Undertakings/Educational Institutions etc.  The concrete action taken by the State govt. or proposed to be taken to ensure payment of electricity dues in time by all govt. departments, urban local bodies, rural local bodies, co-operatives, public sector undertakings, and autonomous organizations working under the control of the State govt. may be indicated.”
557. In response to the above observation of the Commission, the State Govt. in their letter No.1577 dated 23.2.2010 have stated as under:-

“It is relevant to mention that the Govt. in the Energy Department have from time to time impressed upon the Departments of Govt. to pay their electricity dues for which budgetary provisions have been made by the Govt. commensurate with the requirement of the respective govt. offices.

The DISCOMs should not take the plea of non-payment of arrears by different Govt. Departments. The so called arrears have not been assessed correctly and this fact has been pointed out to the DISCOMs. The DISCOMs are also lagging behind in reconciliation of arrears to expedite payment by defaulting consumers.

The defaulting consumers of various Departments and other local bodies, corporation are like any other individual consumers. DISCOMs are free to resort to disconnection of power supply. Moreover the outstanding against the Govt. consumers is less than 10% of the total arrears.

The DISCOMs should also resort to other modes of collection available under Section 126 of the Electricity Act, 2003.
558. In view of the categorical reply of the State Govt. that Govt. Department and the organization under the State Govt. should be treated as any other consumer for resorting to disconnection of power supply in case of outstanding dues are not paid, DISCOMs, therefore, cannot take plea that Govt. departments are not paying electricity dues. It is the responsibility of the DISCOMs to take action for realization of revenue following the procedure prescribed under Regulation 89 to 101 under Orissa Electricity Regulatory Commission (Conditions of Supply) Code, 2004.
559. DISCOMs are to put in place a special vigilance squad to cross verify the meter readings conducted by the meter reader engaged by various agencies. Since the tariff for 1st 100 units for domestic category at LT level has remained unchanged there may be chance on the part of the unscrupulous consumers to abstract electricity by various means in order to show the consumption of 100 units for availing lower tariff. The special squad should take up proper checking of meters and detect all illegal abstraction of electricity. The DISCOMs should take initiatives to involve the local energy police stations as well as energy police stations for detection of theft and disconnection of power supply. The default in payment of electricity dues and the illegal abstraction of electricity should be specially monitored on daily basis by a senior officer to be earmarked by the DISCOMs. While reviewing the performance of the DISCOMs, the Commission would like to know what concrete action has been taken by the DISCOMs in these connections. 


Quality of Supply and Standards of Performance
560. During the course of hearing, many objectors/consumer groups have raised a point that the distribution licensees are very often not meeting the standards as specified in the OERC (Licensees Standards of Performance) Regulation, 2004. They alleged that the licensees are perhaps not able to meet the standards (specially in the field of power supply restoration, voltage improvement and release of new power connection etc.) due to poor infrastructure and poor O&M practices. Though compensation is required to be paid in many cases by the licensees to the affected consumers either automatically or through claim for deficiencies in service, the same are allegedly not being entertained in most of the cases. Very few of the helpless consumers are thus approaching the GRF/Ombudsman to get compensation orders in their favour. Even it is alleged that the orders and/or award of compensation by the GRF/Ombudsman are not being carried out by the licensees. Though payment of individual compensation for deficiency of service to the affected consumer is the responsibility of the licensee(s), the Commission would like to ensure that the provision regarding compensation is complied with by the licensees without much harassment to the consumers as a whole. Since the aforesaid service deficiencies are mostly due to insufficient existing infrastructures, it is felt that the licensees should be allowed some pass through in terms of R&M expenses in their Annual Revenue Requirement in order to carry out some maintenance work and minor System improvement works, specially in those area of operation, where the compensation claim is of very high proportion. Of course, this is with the premise that all the consumers in respective areas are fully informed and conscious of their rights and raise complaints about all relevant deficiencies before the licensees. The distribution licensees are, therefore, directed to submit within 120 days of this order, the list of areas where, they are not able to maintain quality of supply and standards of performance, as stipulated in the Regulation and where the consumers are demanding /entitled for high compensation. 
561. However, with regards to non-compliance of the orders of GRF and Ombudsman, it is to be noted that after interactive meeting held by the Commission on 07.09.2009 with Presidents of GRFs and Ombudsman and Senior Officers of the Distribution companies there has been substantial improvement in compliance which is evident from the monthly report submitted to the Commission by now. In this context the delay in compliance of the orders of GRFs and Ombudsman is being viewed very seriously by the Commission and Commission will not hesitate to penalize the licensees by taking action under Section 142 of Electricity Act, 2003 in case of such delay, if brought to the notice of the Commission or suo moto Commission notices such delay in course of their review.

Verification of the quality of maintenance & operation by DISCOMs.

562. The Commission in Para 207 of the ARR and Retail Supply Tariff order for the year 2009-10 of the distribution licensees has stipulated as under:
“The National Policy envisages that the Commission shall also institute a system of independent scrutiny of financial and technical data submitted by the licensee. Objections are being frequently raised by the consumer groups as well as the objectors during the course of public hearing on the poor quality of maintenance being undertaken by the licensee. The Commission will continue to engage a team of professionals for carrying out an in-depth study in this regard as has been dine during the financial year 2007-08 and 2008-09. We have received very valuable inputs and it has helped improvement of quality of supply in some parts of the State.”

563. In line with above observation and in continuation with the earlier technical enquiries conducted in respect of Operation and Maintenance of distribution system, field inspection of distribution system has been carried out through independent experts during the year 2009-10.

564. During the year 2009-10, the Commission has engaged the teams of independent experts to enquire into the Maintenance and Operation of distribution system in circles namely Dhenkanal under CESU, Jeypore & Bhanjanagar under SOUTHCO, Jajpur Road, Balasore & Bhadrak under NESCO and Burla under WESCO. In addition to the above, distribution system under other different electrical circles have been completed earlier.
565. After completing the inspection of the enquiry, the team submitted a report and made presentations on their findings in presence of the Commission and concerned officers of the distribution licensees. In general, the directions of the Commission in this regard are as follows:
(ii) The Licensee should choose one 33/11 kV S/S in each division at a time and make it fully equipped with all necessary equipments so that it meets load without overloading with improved voltage condition to set an example for others to follow. Thereafter, the Licensee should concentrate on another S/S and so on to improve all the S/Ss available in its area of operation.

(iii) Proper analysis of transformer burning should be carried out. Regular maintenance either by HT maintenance wing or by section staff should be planned and followed. Each interruption should be analyzed by the concerned SDO/EE and the appropriate action should be taken so as to avoid the re-occurrences. Peak drawl of power through distribution transformers are to be measured & monitored regularly to decide up-gradation of the overloaded transformers.
(iv) Bare conductors should be replaced with AB conductors in the theft-prone areas. All the EEs should visit the 33/11 kV S/Ss under their division personally and initiate urgent appropriate measures on the reported observations of the enquiry team. Concerned Executive Engineer should take the overall responsibility of the maintenance of the total system in the division under his control.

(v) Uniform interruption register should be maintained by all the Grid substations and 33/11 kV S/S. The format for this purpose should be developed by the DISCOMs in consultation with OPTCL. OPTCL & DISCOMs should cross check the data at the end of each month positively to remove discrepancies/inaccuracies.

(vi) A well defined maintenance schedule should be chalked out and followed. The SE at Circle level & E.E. at Division level should monitor/review the quality of power supply at least once in every month.
(vii) DISCOMs should carry out the preventive maintenance works in a systematic manner instead of only doing breakdown maintenance. 

(viii) DISCOMs should segregate rural feeders from urban, with provision of breakers to reduce interruptions, AB switches at intervals for ease of maintenance. Individual breakers may be provided instead of group control to minimize interruptions. The installation of circuit breakers, upgradation of transformers and other system improvement works should be properly planned.

(ix) Monthly co-ordination meetings shall be held between concerned officers of OPTCL and DISCOMs for deciding on the relay settings to be adopted considering the power demand, availability and health and capacity of the equipments in the back drop of changes in the transmission/distribution system. There should be synchronization of the decisions for a reliable & efficient system.

(x) Single line diagram of the 33/11 KV S/S showing all equipments which are installed (whether functional, non functional, bypassed) should be prepared and displayed in JE/SDO office and S/S control/duty room.

(xi) Safety in respect of the distribution system should be ensured. 
(xii) All incoming and outgoing feeders and both sides of transformers must be provided with lightning arrestors. Damaged ones must immediately be replaced.
566. The licensees are required to comply with the directions of the Commission as well as the long-term and short-term recommendations of the enquiry teams. As reported, the licensees have complied some of the recommendations and also taken up some long term recommendations of the enquiry committees as system improvement measure. Hence, the Commission will continue to engage a team of professionals for carrying out technical audit on status of the compliances to the recommendations/directions with reference to the aforesaid enquiries during the financial year 2010-11.

567. The key challenge faced by the distribution licensees are high distribution loss, in-sufficient and outdated distribution infrastructures, low employee motivation, unsatisfactory customer services, power shortage, theft and weak finances combined with absence of accountability at different level.

568. DISCOMs should adopt various measures to improve their performance and reduce loss. Regular theft detection drive, energy audits along with introduction of High Voltage Distribution System (HVDS) should be in place. DISCOMs should initiate steps for Demand side Management (DSM) and promote the use of energy efficient lighting equipments/electrical gadgets to reduce the demand. As far as practicable, distribution licensees instead of supplying a large number of LT consumers from a single 3-phase distribution transformers of large capacity (100/250 KVA) may like to supply small groups of consumers through requisite numbers of HVDS transformers. The area where there is history of repeated failure of transformers either due to increase in nos. of consumers or due to rampant theft, instead of replacing the 3-phase transformers with higher capacity, the distribution licensees may segregate them into smaller groups of bonafide consumers with numbers of HVDS transformers. In this way the distribution licensees may progressively attempt for LT-less distribution as well as imparting a sense of belonging among the bonafide consumers. The smaller number of bonafide consumers from a single HVDS transformers be educated that the proper upkeep of the transformer and avoiding overdrawal is basically to their advantage for reliability and proper supply voltage. High-end domestic consumers having 10 KW or more contract demand if opt for individual HVDS they should be encouraged.
569. As regards to the improvement to the existing infrastructure, the Commission had directed for installation/up-gradation alongwith replacement  of burnt transformers, load balancing, earthing, installation checking, provision of breakers, boundary walls with gates in all distribution S/Ss, DT metering and energy audit etc. In compliance to the aforesaid directives by the Commission, from the status report as on 31.12.09 submitted by the distribution licensees, it is found that licensees are well behind the target set by the Commission.  Now, the Commission again emphasizes the need for improvement in the existing infrastructure. Therefore, the licensees are directed to bring about the development of the distribution infrastructure in the next financial year. Each DISCOM is required to take up repair and renovation specially in respect of following items of work in order to improve the quality of supply giving priority to rural areas.  

(a) Upgrade or install 1000 new distribution transformers

(b) Complete the energy audit of each distribution transformer by the end of 2010-11. 

(c) Load balancing in 3-phases of DTR - 2000 nos.
(d) Conversion of single phase to 3-phase line -
150 KMs.

(e) Provision of 11 KV Crt. Breaker – 20% of substations
(f) Provision of boundary wall and gate around distribution sub-stations – 20% of substations.
(g) Provision of stringing AB cables – 300 KMs.
570. The fund required for such minimum special repair/renovation of distribution network is to be met out of the R&M expenditure approved for the year 2010-11 as well as from the collection of arrear outstanding as on 01.04.2010. Based on the flow of revenue, GRIDCO will relax the Escrow account in order  to enable the Distribution Company to take up the minimum special repair/ renovation work as indicated above.
571. The licensees should provide adequate delegation of authority to their field officers for carrying out normal maintenance works like construction of boundary walls, keeping the sub-stations neat and clean so that the quality of supply will improve. In this connection, the licensees have to prepare an action plan for ensuing year FY 2010-11 and submit the same quickly to the Commission by 31.05.2010 for its information and continue to work in these areas and the progress achieved need to be put in the website and well publicized for the general information of the consumers that the licensees are rendering and trying hard for improvement of consumer service. Before release of funds from GRIDCO from the Escrow account, details of work done need to be provided.
572. In the case of First Appeal Nos.77, 78 & 79 of 2006, the Appellate Tribunal for electricity by order dated 13.12.2006 in respect of Tariff for FY 2006-07 issued direction to the Commission to the following effect: -
i. Interest on the NTPC bonds should have been allowed on actual basis at the rate of 12.5% till it is rescheduled by agreement between concerned parties and not at the rate of 8.5% allowed by the Commission. Hence the differential interest of 4% should be allowed to pass through for the tariff period as well as the instalments of the principal already accrued during the years 2005-06, 2006-07 and 2007-08.
ii. The revenue gap of the DISCOMs upto FY 2005-06 and that for FY 2006-07 ought not to have been treated as regulatory assets repetitively and cumulatively. These should be taken into account in computation of approved ARRs.
iii. The computation of miscellaneous income of DISCOMs should not have been based on the FY 2003-04 as the base year and should have been based on up-to-date trued up figures.
iv. The benefit of Simultaneous Maximum Demand (SMD) should have been taken into account in calculating the quantum of estimated power purchase of the DISCOMs. This should now be taken into consideration on the basis of truing up exercise.
v. As to distribution loss fixed by the Commission it should take a relook taking practical view of the ground realities instead of proceeding on assumptions and surmises. This is to be done while undertaking the truing up exercise.
vi. The Commission in future years should assess the estimated sales slab-wise and category-wise or at least take the actual figures of the previous tariff year as the base. The Commission should take up truing up exercise at the earliest and complete the same on half- yearly basis.
vii. The Commission is to undertake the truing up exercise for the past three years and, for the tariff period also, undertake such exercise at the appropriate time and give relief to the DISCOMs Moreover truing up should be undertaken on a regular basis.
viii. On the basis of truing up exercise the Commission should find out whether it has ignored legitimate costs and over estimated the revenue while approving the ARRs.
ix. The Commission should re-determine the tariff within six weeks from the date of communication of the judgment, affording opportunity of hearing to all concerned but not necessarily holding a public hearing.
573. The Commission has gone in appeal to the Supreme Court under Sec.125 of the Electricity Act, 2003 against the said order of the Appellate Tribunal for Electricity on certain issues vide Civil Appeal No.759 of 2007. The said appeal is now pending in the Supreme Court. However the Commission has tried to carry out some of the directions of the Appellate Tribunal in this order at appropriate places. 

574. The revised Retail Supply Tariff as stipulated in the order shall be effective from 1st April, 2010 and shall be in force until further orders. 

The applications of CESU bearing Case No.140/2009, NESCO bearing Case No.142/2009, WESCO bearing Case No.141/2009 and SOUTHCO bearing Case No.143/2009 are disposed of accordingly. 
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