ORISSA ELECTRICITY REGULATORY COMMISSION

BIDYUT NIYAMAK BHAWAN,
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Present : Shri D. C. Sahoo, Chairperson
Shri B. C. Jena, Member
Shri S.K. Jena, Member

CASE NoOS. 139, 141, 143 & 145 of 2004

DATE OF HEARING ¢ 27.01.2005, 19.01.2005,
22.01.2005 & 24.01.2005
DATE OF ORDER ¢ 22.03.2005.
IN THE MATTER OF : Applications for approval of Annual Revenue

Requirement and Retail Supply Tariff under Section
62 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
Business) Regulations, 2004 and other Tariff related

matters for the year 2005-06.

ORDER

This order is initiated on the applications filed by the DISTCOs, namely, Central
Electricity Supply Company of Orissa Ltd. (CESCO), North-Eastern Electricity Supply
Company of Orissa Ltd. (NESCO), Western Electricity Supply Company of Orissa
Ltd.(WESCO), Southern Electricity Supply Company of Orissa Ltd.(SOUTHCO), holder
of the Orissa Distribution and Retail Supply Licence, 1/1999, 3/1999, 4/1999 and 2/1999
registered as Case Nos. 139, 141, 143 & 145 of 2004 respectively, for determination of
their Annual Revenue Requirements (ARR) and fixation of Retail Supply Tariffs for the

Financial Year (FY) 2005-06. A brief history of the case is as follows:

1

1.

PROCEDURAL HISTORY

1 The DISTCOs 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 30" November in accordance with
Regulation 53 of OERC (Conduction of Business) Regulations, 2004 and
Regulation 5 of OERC (Terms and Conditions for determination of Tariff)
Regulation, 2004. Accordingly, the applications for ARRs and revision of RSTs
for FY 2005-06 were submitted by both WESCO and SOUTHCO before the
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Commission on 24.11.04, NESCO on 25.11.04 and CESCO on 27.11.04
respectively.

After receipt of applications, publications were made in one leading English and
one Oriya newspaper on 02.12.2004 inviting objections. The licensees were also
instructed to file their rejoinder to the suggestions and objections by 31.12.2004.

The Commission decided to take into consideration the annual revenue
requirements and tariff applications for the year 2005-06 along with annual
revenue requirements and tariff applications for the year 2004-05 through a
combined hearing, as the hearing for determination of ARR and Tariff revision
for FY 2004-05 could not be conducted for the reasons stated in the relevant
portion of Tariff Order for FY 2004-05. Further, the Commission has also decided
to dispose of the following tariff related matters along with the aforesaid Revenue
Requirements and Retail Supply Tariff Applications during the ensuing Tariff
hearing.

1) NESCQ’s application for recognition of Regulatory Assets for the past
losses from 1999-2000 to 2002-2003 registered as case no. 135/04

1) NESCQO’s application for special tariff for “Power Intensive Industries”
for loads with contract demand of 25 MVA and above and less than 100
MVA, registered as case n0.40/2004.

1i1) Application of NESCO to keep in abeyance the implementation of
Availability Based Tariff (ABT) till suitable meters for EHT & HT
consumers are in position and suitable infrastructure is physically
available on the ground and completion of 100% consumer metering,
registered as combined case no. 65/2004.

These applications were taken up along with tariff hearing as the questions raised
in those applications were tariff related. However, the orders in respect of those
applications would be passed separately.

Based on such paper publications, the Commission received 18 Nos. of objections
against CESCO, 18 Nos. of objections against NESCO, 21 Nos. of objections
against WESCO & 15 Nos. of objections against SOUTHCO, detailed as under:-

The objectors against CESCO were : (1) M/s COSBOARD Industries Ltd., New
Industrial Estate, Phase - II, Jagatpur, Cuttack, (2) Orissa Chamber of Housing
Developers Association Ltd., 777, Sahid Nagar, Bhubaneswar, (3) Mr. R.P.
Mohapatra, 775, Jayadev Vihar, Bhubaneswar, (4) M/S H.M. Electricals (P) Ltd.
B/11 & B/12, New Industrial Estate, Jagatpur., (5) Coastal Orissa Steel
Manufacturers' Assn. Aditya Complex, Chauliagang, Cuttack-753003, (6) M/s
Aditya Steel Industries Ltd., Telengapentha, Cuttack, (7) M/s Aditya Alloys Ltd.,
Telengapentha, Cuttack, (8) District Small Scale Industries Association, Industrial
Estate, Cuttack, (9) Orissa Small Scale Industries Association, Ajay-Binay
Bhawan, Industrial Estate, Cuttack-753010, (10) Orissa Consumers' Association,
Debajoyti Upobhokta Kalyan Bhawan, Biswanath Lane, Cuttack-753002, (11)
Utkal Chamber of Commerce & Industry, N/6, IRC Village, Nayapalli,
Bhubaneswar, (12) Confederation of Indian Industry, 8, Forest Park,



Bhubaneswar, (13) East Coast Railway, B-2, Rail Vihar, Chandrasekharpur,
Bhubaneswar, (14) Bharat Sanchar Nigam Ltd. Telecom Electrical Circle,
Bhubaneswar, (15) Industrial Promotion & Investment Corporation of Orissa Ltd.
(IPICOL), Janpath, Bhubaneswar, (16) Industries Department, Govt. of Orissa,
(17) State Public Interest Protection Council, Talatelenga Bazar, Cuttack, (18)
Xavier Institute of Management, Bhubaneswar.

The objectors against NESCO were : (1) Jindal Stainless Limited, 50-HIG, BDA,
Jaydev Vihar, Bhubaneswar-751 013, (2) S.E. Railway, Garden Reach, Kolkata-
700 043, (3) Rohit Ferro Tech Pvt. Ltd., 620-A, Saheed Nagar, Bhubaneswar, (4)
Ferro Alloys Corpn. Ltd., GD-2/10, Chandrasekharpur, Bhubaneswar-751023,
(5) Balasore Alloys Limited , Balgopalpur-756020, Balasore, Orissa, (6) The
Industrial Development Corporation of Orissa Ltd., (7) The Tata Iron & Steel Co.
Ltd., 273 Bhouma Nagar, Unit-IV, Bhubaneswar-751001, (8) Orissa Small Scale
Industries Association at Ajay-Binay Bhawan, Industrial Estate, Cuttack-753010,
(9) MSP Steels (P) Ltd., Haladiguna, P.O. Gobardhan, Dist. Keonjhar, (10) Utkal
Chamber of Commerce and Industry Ltd., Plot No. 1/1-C, Jayadev Vihar,
Nayapalli, Bhubaneswar-15, (11) IDCOL Ferro Chrome & Alloys Ltd. Jajpur
Road, (12) Orissa Consumer's Association, Debajoyti Upobhokta Kalyan
Bhawan, Biswanath Lane, Cuttack-753002, (13) East Coast Railway, O/o the
Chief Electrical Engineer,B-2, Rail Vihar, Chandrasekharpur, Bhubaneswar —
751023, (14) Orissa Sponge Iron Manufacturers' Association, Plot No. 532, Satya
Nagar, Bhubaneswar-751 007, (15) Bharat Sanchar Nigam Ltd. Telecom
Electrical Circle, Bhubaneswar, (16) Industrial Promotion and Investment
Corporation of Orissa Limited, IPICOL House, Janpath, Bhubaneswar-22, (17)
Industries Department, Govt. of Orissa., (18) State Public Interest Protection
Council, Talatelenga Bazar, Cuttack.

The objectors against WESCO were : (1) Organisation for Regional Imbalance&
Social Justice of Society, Panitanki Road, Modipada, Sambalpur 768002, (2)
Rourkela Steel Plant Retired Employees' Association, 'D' Block in front of NAC
Market, Koel Nagar, Rourkela-769014, (3) M/s OCL India Limited, Rajgangpur-
770017, (4) M/s Larsen & Toubro Limited Kansbahal Works: PO. Kansbahal-
770034, Dist-Sundargarh, Orissa, (5) S.E. Railway, Garden Reach, Kolkata-700
043, (6) M/s Scan Spongiron Ltd, B-2, Jagannath Complex, Udit Nagar,
Rourkela, Dist-Sundargarh — 770017, (7) M/s Scan Steel Ltd, Main Road,
Rajgangpur, Dist-Sundargarh — 770017, (8) M/s Shrishti Ispat Ltd, Main Road,
Rajgangpur, Dist-Sundargarh — 770017, (9) SAIL, Rourkela Steel Plant,
Rourkela, (10) Sambalpur District Consumers Federation, Balaji Mandir Bhawan,
Khetrajpur, Sambalpur-768003, (11) M/s Orissa Consumers' Association,
Debajoyti Upobhokta Kalyan Bhawan, Biswanath Lane, Cuttack-753002, (12)
Sundargarh District Employers' Association, AL-1, Basanti Nagar, Rourkela-12,
(13) Neepaz Metaliks (P) Ltd., H-3, Civil Township, Rourkela-769004, (14) Shri
R.P. Mahapatra, Plot No. 775(Pt), Lane-3, Jayadev Vihar, Bhubaneswar-13, (15)
Utkal Chamber of Commerce and Industry Ltd., Plot No. 1/1-C, Jayadev Vihar,
Nayapalli, Bhubaneswar-15, (16) Orissa Small Scale Industries Association,
Ajaya-Binaya Bhawan, Industrial Estate, Cuttack-753010, (17) Orissa Sponge
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Iron Manufacturers' Association, Plot No. 532, Satyanagar, Bhubaneswar-751007,
(18) Bharat Sanchar Nigam Ltd. Telecom Electrical Circle, Bhubaneswar, (19)
M/s Industrial Promotion and Investment Corporation of Orissa Ltd., IPCOL
House, Janpath, Bhubaneswar-22, (20) Industries Department, Govt. of Orissa,
(21) State Public Interest Protection Council, Talatelenga Bazar, Cuttack.

The objectors against SOUTHCO were : (1) M/s Jeypore Sugar Co, Ltd.,
Ramakrishna Buildings, 239, Anna Salai, P.B. No. 730, Channai-600 006, (2)
Ganjam District Electricity Consumers Protection Association, Hinjilicut -
Ganjam-761102, (3) Shri R.P. Mahapatra, Plot No. 775(Pt), Lane-3, Jayadev
Vihar, Bhubaneswar-751 013, (4) Jayshree Chemicals Ltd., PO-Jayshree,
Ganjam-761025, (5) Orissa Small Scale Industries Association, Ajay-Binay
Bhawan, Industrial Estate, Cuttack-753010, (6) Utkal Chamber of Commerce &
Industry Ltd., (UCCI),N/6, IRC Village, Nayapalli,Bhubaneswar-751 015, (7) Sri
Prabhakar Dora,Co-Operative Colony, 3rd lane, Rayagada, PO/PS/Dist-
Rayagada, (8) East Coast Railway, O/o the Chief Electrical Engineer,B-2, Rail
Vihar, Chandrasekharpur, Bhubaneswar — 751023, (9) Industrial Promotion and
Investment Corporation of Orissa Ltd., [PCOL House, Janpath, Bhubaneswar-751
022, (10) Orissa Consumers' Association, Debajoyti Upobhokta Kalyan Bhawan,
Biswanath Lane, Cuttack-753002, (11) Bharat Sanchar Nigam Ltd. Telecom
Electrical Circle, Bhubaneswar, (12) Berhampur Cold Storage Pvt. Ltd.Factor:
Phulta, Via Konisi, Berhampur, (13) Industries Department, Govt. of Orissa, (14)
State Public Interest Protection Council, Talatelenga Bazar, Cuttack, (15) Military
Engineering Services.

In response to the letter No.JD(F)-175/04/2193 dated 30.12.2004, the
representative from Energy Department, Govt. of Orissa, attended the public
hearing on 19.01.2005.

The Commission issued public notices in the leading local Oriya and English
daily newspapers on 31.12.2004 fixing the date of hearing as 19.01.2005 for
NESCO, 22.01.2005 for WESCO, 24.01.2005 for SOUTHCO and 27.01.2005 for
CESCO at 11 AM in the hearing hall at the Commission’s office. The said
publication included the names of all the valid objectors against the four licensees
directing them to appear personally or through their authorised representatives or
duly constituted attorney before the Commission on the date and time mentioned
for public hearing in the public notices.

Accordingly, the public hearing was held in the hearing hall of the Commission at
Bhubaneswar 0onl19.01.2005, 22.01.2005, 24.01.2005 and 27.01.2005. The
objectors or their authorised representatives and the representatives of licensees
participated in the said hearing. The Commission heard all the objectors.

The original petitions registered as Case No.139, 141, 143 and 145 of 2004 dated
29.11.2004 are being disposed of by this order of the Commission.

During public hearing, one of the objectors had alleged that the filing was not
supported by affidavit as required under Regulation-12 of OERC (Conduct of
Business) Regulations, 2004. In this regard the Appendix-2, as prescribed in the
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Regulation, reveals that the format of affidavit should consist of three parts. The
affidavit provided by the licensee in support of the tariff application is found to be
in accordance with the first two parts of the prescribed formats for affidavit found
in the regulation. As regards the third part of the affidavit, as sworn in by the
licensee, the same does not confirm to the third part of the prescribed affidavit.
The Commission is of the opinion that the object of the third part of the
prescribed affidavit has been made out in the sworn affidavit of the first two parts.
That being so, the Commission does not find any serious discrepancy between the
sworn affidavit and the prescribed format of the affidavit and as such, the above
objector’s allegation is also devoid of any merit.

It was also alleged that the tariff applications were not maintainable on the ground
that the applications of four licensees were not accompanied with the prescribed
fee. The Commission clarifies that though the Regulation 10 (5) of OERC
(Conduct of Business) Regulation, 2004 postulates that the applicant licensees are
to pay the fees fixed by the Commission while presenting the tariff application, no
fees has been prescribed by the Commission as yet. Accordingly, four licensees
have not rightly paid any fees while presenting the tariff applications to OERC.

The objector had also questioned how the Commission would take up a number of
other applications on different subjects along with the tariff applications as
mentioned in the Public Notice issued by the licensee. The Commission is of the
view that the additional subject(s), which has (have) been clubbed for decision
along with the present tariff application.

The objector had stated that DISTCOs had not filed ARR from 1* of April to 31
March 2007 by December 2003 for LTTS as per the direction of the Commission.
The Commission clarifies that the LTTS applies to the four distribution and retail
supply licensees in the state, namely CESCO, NESCO, SOUTHCO and WESCO.
As per the LTTS order of the Commission dtd. 18.06.2003, only the DISTCOs
shall file ARR and tariff proposals for 2004-05 by 31* December 2003, along
with the LTTS filing for a period of 3 years i.e. from 2004-05 to 2006-07. In this
tariff filing, the Commission has received ARR & tariff proposals for the years
2004-05 and 2005-06. In the absence of their filings as directed, the Commission
is going ahead with finalisation of the Multi Year Tariff (MYT) principles from
FY 2004-05 to FY 2006-07 based on the filings and the inputs from the
participants during the course of public hearing.

One of the objectors complained that the representation of the objectors at the
public hearing has been limited whimsically by the Commission. The
Commission has never limited the number of objectors and has afforded ample
opportunity to all the objectors, including the present objector even though he
remained absent on all the four days of the public hearing of four DISTCOs and
yet the Commission has taken its written objection into consideration.



ARR & RETAIL SUPPLY TARIFF PROPOSAL FOR 2005-06

2.1 The Distribution Licensees in Orissa namely, CESCO, NESCO, WESCO and
SOUTHCO are carrying out the Business of distribution and retail supply of
electricity in their licensed areas as detailed below:

Table-1

SI. | Name of | License No. | Licensed Areas (Districts)

No. | DISTCO

1. CESCO 1/1999 Puri, Khurda, Nayagarh, Cuttack, Denkanal,
Jagatsinghpur, Angul, Kendrapara.

2. NESCO 3/1999 Mayurbhanj, Keonjhar, Bhadrak, Balasore and major part
of Jajpur.

3. WESCO 4/1999 Sambalpur, Sundargarh, Bolangir, Bargarh, Deogarh,
Nuapara, Kalahandi, Sonepur and Jharsuguda.

4. SOUTHCO | 2/1999 Ganjam, Gajapati, Kandhamal, Boudh, Rayagada,
Koraput, Nawarangpur and Malkangiri.

2.2 The profile of the DISTCOs ending 31* March, 2005 is given in tabular form

which potrays an overview of their current activities.
Table : 2

Item Unit CESCO | NESCO | WESCO | SOUTHCO
Total consumer strength Nos. 890,956 480,584 | 481,699 457,367
(1.4.2005) (Projected)
Total input (Projected) MU 4140.00 2778.584 | 4028.000 | 1,630.000
Total billing (Projected) MU 2565.86 1651.061 | 2,579.352 | 981.823
Total billing to consumers Rs. in 716.52 505.97 812.39 311.59
(Projected) crore

23 The comparative figures of consumption at different voltage levels as well as

energy purchase in MU for FYs 2003-04 to 2005-06 taken from the DISTCOs’

filings are indicated below to serve as an indicator of pattern of consumption.




Table : 3
Energy Sale & Purchase (MU)

CESCO NESCO WESCO SOUTHCO
Category 03-04 | * 04-05 | *05-06 | 03-04 | *04-05 | *05-06 | 03-04 | * 04-05 | *05-06 | 03-04 | *04-05 | *05-06
LT 1478.27| 1748.94 | 1874.03 | 602.55 | 674.23 | 820.41 | 732.04 | 775.35 | 821.00 | 561.59 | 597.94 | 659.46
HT 384.73 | 440.52 | 452.92 | 320.65 | 291.36 | 349.94 |378.12 | 492.50 | 790.00 | 213.28 | 228.07 | 252.87
EHT 485.93 | 376.40 | 445.05 | 567.40 | 685.47 | 926.18 [1197.55| 1311.50 | 1184.00 | 149.95 | 155.81 | 216.22
g;’lt;‘l 2348.93| 2565.86 | 2772.00 | 1490.60 | 1651.06 | 2096.52 [2307.71| 2579.35 | 2795.00 | 924.82 | 981.82 | 1128.55
E:fgfzse 3899.58| 4140.00 | 4200.00 | 2645.79 | 2778.58 | 3308.14 |3784.18 4028.00 | 4150.00 | 1607.40 | 1630.00 | 1800.00
gzser(%}j)D‘St' 39.00 | 38.00 | 34.00 | 43.70 | 40.58 | 36,63 | 39.02 | 3596 | 32.65 | 4246 | 39.77 | 37.30

Note : * Mark indicates the figures are projections.

2.4  The individual DISTCO has highlighted its projection for sale of energy during
FY 2005-06 as follows:

24.1

CESCO

2.4.1.1 CESCO expects a growth rate of 8.0% in consumption in the

domestic category for FY 2005-06. The Licensee has estimated
growth of 10.0% for FY 2005-06 in respect of general purpose
consumption. Consumption in respect of irrigation shall experience
a meagre growth of the order of 5.0% during 2005-06, as
compared to last year.

2.4.1.2 CESCO has projected rise of nominal 2.81% rise for HT category

of consumers in FY 2005-06, as compared to FY 2004-05. The
consumption has been projected based on the trends of FY 2004-05
and specific load growth expected in respect of the existing and
new consumers etc.

2.4.1.3 CESCO has stated that the declining trend in EHT consumption in

FY 2005-06 1is attributable to considerable decrease in
consumption pattern of M/s Nav Bharat due to use of CPP by the
industry. However, they have projected 18% rise in EHT category
in FY 2005-06, as compared to last year.

242 NESCO

2.4.2.1 NESCO expects a growth rate of 24.5% in consumption in the

domestic category for FY 2005-06. The Licensee has estimated
growth of 14.4% for FY 2005-06 in respect of general purpose
consumption. Consumption in respect of irrigation shall experience
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a positive growth of the order of 14.5% during 2005-06, as
compared to last year.

2.4.2.2 In respect of HT consumers, NESCO expects a growth rate of
20.11% for FY 2005-06 over and above the previous year’s
consumption.

2.4.2.3 EHT consumption is expected to register a growth rate of 35.12%
during 2005-06, as compared to previous year with an estimated
sale 0 926.18 MU.

WESCO

2.4.3.1 For projecting the consumption of different categories, WESCO
has analysed the past trends of consumption pattern for the last five
years i.e. FY 1999-2000 to FY 2003-04. WESCO estimates growth
rate of 7.4% in consumption in domestic category for FY 2005-06
over and above the previous year’s consumption. They expect
1.5% rise in consumption under general purpose category as
compared to previous year due to increase in consumption by the
existing consumers as well as growth in consumers’ strength. They
also estimate a growth rate of 3.6% in consumption as compared to
last year in respect of irrigation consumers.

2.4.3.2 WESCO has estimated as high as 60.41% rise in consumption in
HT category during FY 2005-06 based on the trend of FY 2004-05.

2.4.3.3 WESCO expects a decline in consumption to the tune of 9.72% in
respect of EHT consumers during FY 2005-06 as compared to FY
2004-05 due to operation of CPPs by RSP, Rourkela and INDAL.

SOUTHCO

2.4.4.1 SOUTHCO expects a growth rate of 10.6% in power consumption
under domestic category, 8.8% under general purpose category and
15.9% under irrigation category for FY 2005-06 over and above
previous year’s consumption.

2442 In respect of HT consumers, SOUTHCO expects growth in
consumption to the tune of 10.87% during FY 2005-06 over and
above the previous year’s consumption. They expect this rise due
to enhanced consumption by the existing consumers.

2.4.43 EHT sale for SOUTHCO is expected to register growth rate as
high as 38.77% in consumption during 2005-06, as compared to
previous year’s consumption due to expected growth in existing
and prospective consumers.



2.5 Voltage class-wise and major LT consumer class-wise energy off-take (projected)
in terms of percentage during the period from FY 2003-04 to 2005-06 are
presented in tables-4 and 5 below:
Table : 4
Voltage Class-Wise Growth in consumption (MU)
Company LT HT EHT Total
CESCO 2003-04 | 1478.27 384.73 485.93 2348.93
2004-05 | 1748.94 440.52 376.40 2565.86
% Rise 18.31 14.50 (-) 22.54 9.24
2005-06 | 1874.03 452.92 445.05 2772.00
% Rise 7.15 2.81 18.24 8.03
NESCO 2003-04 | 602.55 320.65 567.40 1490.60
2004-05 | 674.23 291.36 685.47 1651.06
% Rise 11.90 (-)9.13 20.81 10.76
2005-06 | 820.41 349.94 926.18 2096.53
% Rise 21.68 20.11 35.12 26.98
WESCO 2003-04 | 732.04 378.12 1197.55 2307.71
2004-05 | 775.35 492.50 1311.50 2579.35
% Rise 5.92 30.25 9.52 11.77
2005-06 | 821.00 790.00 1184.00 2795.00
% Rise 5.89 60.41 (-)9.72 8.36
SOUTHCO | 2003-04 | 561.59 213.28 149.95 924.82
2004-05 | 597.94 228.07 155.81 081.82
% Rise 6.47 6.93 391 6.16
2005-06 | 659.46 252.87 216.22 1128.55
% Rise 10.29 10.87 38.77 14.94
Table : 5
Major LT Consumer Category-wise Load Growth (In MU)
General Pub LT LT Specified P.W
Domestic P Irrigation Ll.l ﬁt' industries industries Pub. W. k
urpose 1ghting (S) Supply | (M) Supply | Purpose orks
CESCO
8\5’[15)03'04 1040.83 | 24491 | 3413 | 1618 | 4191  |39.08 | 28.77 32.47
8‘/’[%)04'05 1254.61 | 276.56 | 46.66 | 20.62 |46.53  |4519 | 21.16 37.61
Growth rate
assumed (%) 20.5 12.9 36.7 27.4 11.0 15.6 (-) 26.5 15.8
8\(/}%)05_06 1354.41 | 304.22 | 49.00 19.36 | 46.69 46.35 18.51 35.53
Growth rate
assumed (%) 8.0 10.0 5.0 (-)6.1 | 0.3 2.6 (-)12.5 (-)5.5
NESCO
8\5’[15)03'04 47381 |54.06 2351 |625 |1894  |1250 |627 6.98




Con. 04-05 540.14 | 5645 | 2468 |644 |1951 | 1288 | 658 732
(MU)

Growth rate

aamed (% |40 |44 |50 |30 |30 3.0 4.9 4.9
Con. 05-06 67245 | 6459 |2826 |671 [2006 [13.13  |7.09 7.88
(MU)

Growth rate 24.5 144 145 |42 |28 1.9 78 7.7
assumed (%)

WESCO

Con. 03-04 49138 |9159 |50.57 |7.78 |2471  |3342 | 12.02 1332
(MU)

Con. 04-05 52597 |93.56 |53.09 |7.94 |2545  [3556 | 126 13.83
(MU)

Growth rate

omed (0| 79 22 |50 |20 |30 6.4 438 3.8
8\;’{16)05'06 565.00 | 95.00 |55.00 [800 |2600 |37.00 |13.05 1435
Growth rate

omed (00| 74 15 |36 |08 |22 4.1 3.6 38
SOUTHCO

Con. 03-04 40564 |7692 |1573 |785 |17.42  |1996 | 9.04 755
(MU)

Con. 04-05 43497 |80.69 |1652 |801 |17.94  |2088 | 9.49 7.93
(MU)

Growth rate

aoomed (00| 12 49 |50 |20 |30 46 5.0 5.6
Con. 05-06 480.93 [87.77 |19.15 |876 [1932  |2293 1025 8.64
(MU)

Growth rate

aamed (v | 106 |88 159 |oa |77 9.8 8.0 9.0

2.6

Distribution Loss, Collection Efficiency and AT&C Loss

2.6.1 Business Plan

2.6.1.1 As directed by the Commission, all DISTCOs filed their business

plan which was heard on 28" and 29" of October, 2004. During
hearing, the DISTCOs tried to substantiate their claims to consider
FY 2003-04 as the base year. NESCO, WESCO and SOUTHCO
requested the Commission to adopt a pragmatic view for
determination of future AT&C loss reduction target considering
the vast geographical area, scattered consumer base, poor paying
capacity, frequent occurrence of natural calamities and lack of
retail price elasticity. It has been submitted by them that in case,
stifft AT&C loss reduction target is considered by the Commission
as compared to targeted reduction in AT&C loss projected for the
FY2004-05, it will not be possible to achieve the same

10



notwithstanding their best efforts and undertaking all the planned
investments. As such, the cash flow of the Company will severely
be jolted. However, NESCO, WESCO and SOUTHCO are of the
opinion that the AT&C loss reduction of around 3% per annum is
reasonable.

2.6.1.2 CESCO in their filing stated that the shortfall in achievement of

reduction in losses as compared to targets specified by the Hon’ble
Commission and in the Kanungo Committee report was primarily
attributable to factors like, slow progress of investments due to
delay in receipt of APDRP and World Bank funds, non-availability
of funds for capital investments and maintenance of distribution
network, natural calamities, etc. =~ Moreover, both, Kanungo
Committee and the OERC have assumed that the Government
Departments and undertakings shall make payments to CESCO in
regular manner. However, in reality this has not happened and
consequently, the reduction in losses as suggested by the Kanungo
Committee and the OERC, could not be achieved by CESCO.
Hence, the technical and commercial losses have remained at
almost constant level. The massive rural electrification has also
fuelled to increase in AT&C loss. CESCO has targeted reduction
of AT&C loss by 4% for FY 2005-06.

2.6.1.3 AT&C Loss figures furnished by the DISTCOs are given in table-6

below:
Table : 6
Distribution Loss, Collection Efficiency and AT&C Loss

CESCO NESCO WESCO SOUTHCO
Segment 03-04 [*04-05|*05-06[03-04 |*04-05[*05-06|03-04 [*04-05|*05-06 [03-04 [*04-05]|*05-06
Overall distribution loss (%) |39 38 34 43.70 [40.58 [36.63 |39.02 |35.96 (32.65 (42.46 |39.77 (37.30
Collection efficiency (%) |81 82 83 93.69 |94.00 (93.00 [88.26 [89.29 |89.68 |86.91 |88.00 |91.72
AT&C Loss (%) 51 49 45 47.16 |44.14 |41.06 |46.18 |42.82 |39.60 |50.47 [46.99 [42.50

Note : * Mark indicates the figures are projections.

2.7 NESCO, WESCO and SOUTHCO have devised the following measures for
reduction of AT&C loss.

2.7.1 Consumer Metering

2.7.1.1 Large scale metering, rectification of erroneous bills and removal
of ghost consumers.

2.7.1.2 Deployment of meter checking squad. In absence of speedier
judicial remedies, the violation of law continues. Under these
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2.8

circumstances, NESCO, WESCO and SOUTHCO have appealed
for continuation of Load Factor Billing.

2.7.2 Regularisation and Spot Billing

2.7.2.1 Regularisation of unauthorised consumers.
2.7.2.2 Heightening of vigilance activities by deployment of squads.
2.7.2.3 Verification of meter readings in doubtful cases.

2.7.2.4 Deployment of different groups for reassessment of load,
prevention of by-pass and tampering of meters etc.

2.7.2.5 Mass checking by the executives in specific areas.

2.7.2.6 Installation of check meters in the premises of LT/HT industrial
consumers.

2.7.2.7 Provision of installation cubicles and XLPE cable to curb theft by
HT industrial consumers.

2.7.2.8 Provision of audit meters for a group of industries in the same area
or vicinity and deployment of guards on the spot to prevent
tampering/damage of meters.

2.7.2.9 Introduction of spot billing in urban areas.

Apart from the above, NESCO, WESCO and SOUTHCO have undertaken the
following measures:

2.8.1

2.8.2

2.8.3

APDRP scheme

Works under, the APDRP scheme have been launched to provide meters
to feeders and transformers at various voltage level. The scheme includes
strengthening and upgradation of the existing distribution network as well
as installation of new lines and sub-stations, reconductering etc.

Energy Audit

Meters at all the 33 kV feeders and 11 kV feeders have already been
installed. For conducting Energy Audit, senior officers have been
deployed for energy audit purpose. The resultant analysis has facilitated to
pin point high loss prone areas.

Outsourcing of Revenue Collection in Rural Areas

Outsourcing of Revenue Collection by introduction of input based
franchisees in rural areas is being promoted in line with the spirit of
Electricity Act 2003. This will cover major portion of rural consumers and
lead to rapid loss reduction and higher collection efficiency in rural areas.
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2.9

2.10

2.11

2.12

2.13

2.8.4 Data sources

NESCO, WESCO and SOUTHCO have already furnished Audited
Accounts upto September, 2003 as per Companies Act and Accounts upto
March, 2004 have been audited as per Income Tax Rules.

2.8.5 PMU works

Measures under PMU works have been taken for installation of new sub
stations and line including up-gradation and renovation of the existing
network. The Scheme has, however, been closed on 30.06.04.

Steps taken by CESCO as loss reduction measures

2.9.1 Detection and regularisation of unauthorised consumers and use of Spot
Billing in the entire area of CESCO.

2.9.2 CESCO has provided meters to all un-metered consumers.

2.9.3 De-hooking operation brought to limelight un-authorised consumers who
are being persuaded to regularisation of connection.

2.9.4 Verification of meter readings in doubtful cases.

2.9.5 Intensification of vigilance activities by deployment of squads.
Energy Audit

The energy audit will be undertaken after completion of installation of meters.
Outsourcing of Revenue Collection in Rural Areas

Appointment of franchisee as pilot study.

APDRP scheme

CESCO has undertaken Distribution System up-gradation and modernisation
program under APDRP Scheme. The Scheme involves a capital outlay of Rs.
296.73 crore, which includes metering, new lines and sub-stations, re-
conductoring, renovation and modernisation of existing sub-stations. Meters have
been procured for all the 33 KV feeders, 11 KV Feeders and Distribution
transformers under APDRP Scheme and the installation of meters are under
progress. Meters under APDRP scheme have been procured. Installation of meters
is under progress.

Data sources

Strengthening MIS including software and systems for monitoring and detection
of illegal abstraction of energy.
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2.14

2.15

2.16

2.17

2.18

PMU Works

Measures under PMU works have been taken for installation of new sub stations
and lines including up-gradation and renovation of existing network. The Scheme
has been closed on 30.06.04.

Inputs in Revenue Requirement

The main constituent of Revenue Requirement is power purchase cost which
varies with the change in BST. The other part is the cost of distribution which is
almost fixed in nature and mainly comprises expenses on account of employees,
administration and general expenses, repair and maintenance expenses,
depreciation, loans and outstanding dues, interest on loans and power bonds,
appropriation to contingency reserve, past losses and provision for bad and
doubtful debts. In addition, the DISTCOs are expected to earn a reasonable return
on its equity capital based on the methodology prescribed by the Commission.
The cost of power purchase includes the cost of energy lost on account of
technical and commercial losses of the distribution system. The DISTCOs are also
required to meet the cost of capital of new investments needed to improve system
reliability and quality of power supply. The DISTCOs are to recover all these
revenue expenditures from the consumers at the rate to be determined by the
Commission for the concerned period.

Power Purchase

The cost of power purchase has been derived by the DISTCOs based on estimated
consumption together with distribution energy loss level at the existing BST. The
DISTCOs have prayed to the Commission to suitably adjust the revenue
requirement in the event of revision of BST.

Employees’ cost

The employees ’cost has been evaluated by the DISTCOs as a percentage rise
(different for individual DISTCO) over and above the previous year. This
includes normal annual increment of the employees, anticipated enhancement in
Dearness Allowance, emoluments for new recruits and key personnel in technical
and commercial activities. NESCO, WESCO and SOUTHCO submitted that they
have worked out the terminal benefits considering the report of the actuary.

Administration and General expenses
2.18.1 CESCO has requested for a hike in A&G expenses to the tune of 5%.

2.18.2 NESCO, WESCO and SOUTHCO have indicated that the lease rent of
meters due to delay in releasing World Bank fund, outsourcing of rural
collection, analysis of consumer database and consumer tagging,
providing round the clock security over HT consumers etc. have increased
the A&G expenditure. Hike in service tax and introduction of education

cess have aggravated the situation. NESCO, WESCO and SOUTHCO
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2.19

2.20

2.21

2.22

have requested for a hike in A&G expenses to the tune of 12%, 3% and
11% respectively as compared to FY 2004-05.

Repair and Maintenance expenses
2.19.1 CESCO has projected hike of 5% in R&M expenses from that of 2003-04.

2.19.2 NESCO, WESCO and SOUTHCO have highlighted the relevant Section
of the Commission’s order for FY 2003-04 which stressed the need for
preventive maintenance to avoid major break down of the run down
condition of inherited network. They have escalated R&M expenses by
5.4% on Gross Fixed Assets (GFA) as per OERC’s guidelines.

Provision for Bad and Doubtful Debts

2.20.1 CESCO has made a provision of 15% for bad and doubtful debts on the
incremental debtor.

2.20.2 NESCO, WESCO and SOUTHCO have projected bad and doubtful debts
as nil in view of the adoption of concept of AT&C loss as the performance
parameter.

Depreciation

All the DISTCOs have calculated depreciation in Straight Line Method at pre-92
rate.

Loans and Outstanding Dues

2.22.1 DISTCOs submitted that the assumptions with respect to outstanding
loans and dues have been considered in line with the Commission’s last
orders.

2.22.2 CESCO has submitted that they have considered interest @ 8.5% on
GRIDCO loan (back to back) as per the Commission’s Order. They further
stated that no interest has been considered on GRIDCO loan of Rs. 174.00
crore provided to them towards difference of payment including cash
support as the same is sub-judice before the Commission.

2.22.3 Regarding interest on GRIDCO loans, NESCO, WESCO and SOUTHCO
requested the Commission to consider 0% rate of interest on GRIDCO
loan, provided the Commission allows the carrying cost on loans in the
ARR of GRIDCO. They also pray to the Commission to
restructure/reschedule repayment terms of loan as proposed in the business
plan.

2.22.4 NESCO, WESCO and SOUTHCO have proposed in their Business Plan to
restructure the NTPC Bond in line with Ahluwalia Committee Report.

2.22.5 Regarding World Bank loan, they submitted that the Govt. of Orissa has
linked the 30% grant to performance target i.e. the DISTCOs should
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2.23

2.24

2.25

2.26

reduce the distribution loss as per the target scheduled by the Govt as well
as improve the collection efficiency.

2.22.6 In the ensuing year, CESCO, NESCO, WESCO and SOUTHCO have
estimated the amount of Rs.111.27 crore, Rs.77.32 crore, Rs.50.64 crore
and Rs.49.83 crore respectively to be received under APDRP scheme. As
per the scheme, out of the 50% of the amount received from the State
Govt., 50% is to be treated as grant and balance 50% as loan carrying
interest @ 12% pa. The balance 50% of the sanctioned amount is to be
treated as counterpart funding to be availed from REC/PFC @ 8.5% pa.

BST Outstanding Dues

Regarding GRIDCO’s BST outstanding dues, NESCO, WESCO and SOUTHCO
propose to securitise the outstanding amount with GRIDCO as per the business
plan. Further, they have proposed that no interest should be paid on BST dues
duly securitised. The outstanding dues would be repaid over a period of ten years
including a moratorium period of three years. In case of any change in interest
rate and terms of payment, the same should be taken care of in the ARR for FY
2005-06.

Interest on Security Deposit

In accordance with the Section 47(4) of the Electricity Act, 2003 read with OERC
Distribution (Conditions of Supply) Code, 2004, Section 21 mandates payment of
interest on consumer’s security deposit. The DISTCOs proposed to pay interest on
security deposit for FY 2004-05 (10 months) and FY 2005-06 @5% interest per
annum. They also prayed to the Commission to exempt them from paying penal
interest for non-payment of security deposit in May, 2005 related to FY 2004-05
under provision of Section 21 of OERC Distribution (Conditions of Supply) Code
2004.

Rural Electrification

The DISTCOs stated that they would undertake the rural electrification works to
the extent of availability of funds from Govt. of Orissa. They would like to submit
further that the impact of accelerated Rural Electrification Programme on AT&C
loss reduction and estimated revenue from sales at the existing tariff had not been
incorporated in the ARR for FY 2005-06. They pray to the Commission that the
impact of accelerated RE programme should be taken into account in the ARR for
the ensuing year and accordingly, revision should be made in the AT&C loss
reduction target.

Past losses and Regulatory assets

2.26.1 NESCO, WESCO & SOUTHCO have proposed for creation of regulatory
asset equivalent to the cash losses for the period from 1999-00 to 2002-03
as per their audited accounts and to be amortised in future years over a
period of time. They further prayed that they should be permitted to
recover the interest @10% per annum on regulatory asset as the carrying
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cost till the regulatory asset is amortised. However, they have proposed a
part of such assets to be amortised and included in the ARR for FY 2005-

06.

2.26.2 A summary of aggregated revenue requirement and the proposed revenue
gap of the DISTCOs at existing tariff for FY 2005-06 is given in table-7.

Table : 7

Summary of Annual Revenue Requirement for 2005-06

Rs. in Crore

DISTCOs CESCO NESCO WESCO SOUTHCO
FY 05-06 05-06 05-06 05-06
Power Purchase Cost 558.60 410.50 561.28 225.00
Employee cost 127.36 70.40 69.94 64.79
A & G expenses 20.53 11.18 14.02 9.91
Repair & maint. Expenses 35.10 29.05 28.99 18.51
Provision for Bad Doubtful debt 18.945 0 0 0
Depreciation 63.021 19.29 19.29 16.93
Interest 43.895 45.98 55.76 38.66
Interest on Security Deposit 0 0 0 4.04
Carrying cost on past losses @10% 0 0 0 0
Contribution to Contingency 0 2.02 2.01 1.78
Reserve

TOTAL 867.45 588.42 751.29 379.62
Previous loss 726.265 0 0 0
Total Revenue Requirement 1593.72 588.42 751.29 379.62
Reasonable Return 11.64 10.55 7.78 6.03
Amortisation of Regulatory Assets 0 95.33 70.00 60.00
Revenue Gap for FY 2004-05 188.63 110.70 150.12
Annual Revenue Requirement 1605.35 882.93 939.77 595.77
Revenue Generation based on 772.40 474.08 735.23 291.98
existing tariff

Revenue gap 832.95 408.85 204.54 303.79

2.27

228 CESCO:

Summary of Tariff Proposal for FY 2005-06

2.28.1 Based on estimated revenue requirement and revenue realisation at the
existing tariff, the revenue gap for FY 2005-06 works out to Rs. 832.94
crore. CESCO has projected the revenue gap considering the revenue
collection at the existing tariff.

2.28.2 CESCO states that the revenue generation from sale of power on the
proposed tariff would be Rs. 964.27 crore.
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2.29

2.28.3

2.28.4

CESCO has proposed that the Revenue Gap may be treated as a
Regulatory Asset and be allowed to recover it in the next three years (FY
2007 to FY 2009) and the interest on account of the regulatory asset be
allowed to be recovered as a pass through in the Tariff.

CESCO has left the matter to the Commission in respect of fixing the rate
of interest for carrying this asset each year.

NESCO, WESCO & SOUTHCO :

2.29.1

2.29.2

2.29.3

Based on estimated Revenue Requirement and Revenue at the existing
tariff, the revenue gap for FY 2005-06 had been worked out by NESCO,
WESCO and SOUTHCO, as Rs. 408.85 crore, Rs. 204.54 crore and Rs.
303.79 crore respectively. They stated that the amount of revenue gap for
FY 2005-06 includes (i) Revenue gap of FY 2004-05 and (ii) Amortisation
of regulatory assets. NESCO, WESCO and SOUTHCO had further
submitted that the revenue gap had been projected considering the revenue
collection at the existing tariffs.

The average tariff increase required to bridge the entire revenue gap
becomes too high. It will result in sudden tariff shock to consumers.
Further, following the principle of gradual reduction in cross subsidy, the
tariffs for subsidising categories cannot be increased substantially. They
felt it would not be in the interest of the sector to increase the tariffs
beyond reasonable level. NESCO, WESCO and SOUTHCO propose to
bridge the revenue gap partly through the retail supply tariff increase and
to make good the balance gap, measures such as reduction in Bulk Supply
Tariff, subsidy from State Government and/or any other appropriate
mechanism, should be resorted to.

NESCO, WESCO and SOUTHCO are of the opinion that with the
changed circumstances, the bulk supply tariff can be reduced substantially
which can be utilised to bridge the revenue gap to certain extent. The
reduction in Bulk Supply Tariff is envisaged mainly due to:

e Increase in Non Tariff Income of GRIDCO through trading of power.

e Reduction in Cost of Power Purchase from Central Generating
Stations due to revision in generation norms by CERC.

e Reduction in Cost of Power Purchase from OPGC.

e Receipt of incentive from NTPC on account of Bonds issued by Orissa
Govt. against the past dues of NTPC upto 30.09.2001.

e Refund on account of excess payment to NTPC in absence of
approved tariff of NTPC ER Stations by CERC with effect from
01.04.2000.
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e Refund on account of excess payment to NTPC for TTPS over and
above the reduction of Rs. 87.65 crore reduced by the Commission as
per clause 5.25 of (BST of GRIDCO) tariff order dated 28.6.2003.

2.30 Tariff Rationalisation

2.30.1 Reduction in Cross Subsidy

2.30.1.1

2.30.1.2

2.30.1.3

The tariff did not reflect the cost of supply during OSEB regime,
rather it was related to the paying capacity of the consumers and
the Govt. would provide subsidy to the Electricity Sector. This
has led to significant distortion in the rate structures and
consumption patterns. Increasing costs of the Ultilities have
resulted in abnormal rise in the industrial tariffs making captive
generation lucrative. The tariff disparity has also crept in
collusion and theft. Further, subsidised electricity to certain
categories has led to inefficient and wasteful consumption.

The new regulatory regime attempts to address all these issues to
restore the financial viability of the Utilities while improving the
quality of supply to the consumers to acceptable levels. On the
basis of the tariffs awarded by the Commission during previous
years, the process of reduction in the cross-subsidies in the
Sector has been initiated. The Commission, while setting the
tariffs, has adopted LT, HT and EHT level cost of supply as the
benchmark for estimation of the prevalent cross-subsidies.

Based on similar philosophy, NESCO, WESCO and SOUTHCO
and CESCO have designed the category-wise tariffs based on
estimated LT, HT and EHT level cost of supply for the ensuing
year and have attempted to reduce the cross subsidies. As an
attempt to reduce the corss-subsidy, CESCO has proposed higher
average tariff rise for subsidized category than the subsidising
category. The movement average tariff towards cost of supply
for subsidised categories is provided in the Annexure. However,
CESCO has proposed to raise demand charges and no hike in
energy charges in case of HT and EHT consumers.

2.30.2 Recovery from Fixed / Demand Charges

The DISTCOs have submitted that with the existing tariff structure, only a
meagre portion of the revenue is recovered through the fixed/demand
charges against the total fixed costs which attracts uncertainty in the

revenuc.

They submitted that the recovery from fixed charges should be

increased in a phased manner as higher fixed charges impact the small
consumers adversely.
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2.30.3 Change in Tariff Structure

2.30.3.1

2.30.3.2

The Commission in its Tariff Order dated 19.01.2001 has approved
lower tariffs in respect of HT and EHT. The lower tariff has been
approved for load factor between 50-60% and for load factor above
60% as compared to the tariffs for load factor below 50%.

NESCO, WESCO and SOUTHCO have submitted that as the
load factor of the large consumer increases, the additional power
purchase is required for catering to the consumption. They have
to procure this additional power at rate higher than the average
rate linked to UI charges. Therefore, the lower tariff rates for
higher load factor will result in net loss to them and would
adversely affect their finances. They further submitted that
uniform tariff should be charged irrespective of the load factor
and hence, they have proposed uniform rates in their petitions.

2.30.4 Consideration of Power Factor while computing Load Factor

Under the existing regulation, the power factor @ 0.9 is being multiplied
to compute KW. The DISTCOs have submitted that the power factor may
be calculated considering 0.9 or actual power factor / actual KW, reading
or Contract Demand in KW whichever is higher while computing the load
factor in case, the slab tariff continues.

2.30.5 Rebate on Prompt Payment

2.30.5.1

The Commission vide clause 5.45 of its BST Order dated 28-6-
2003 approved that the Licensee could avail a rebate of 2% for
prompt payment of BST bill within 48 hours of presentation of
BST Bills. Further, the Commission vide clause 7.4.2 of the RST
Order dated 28-6-2003, has directed to pay the rebate to all
consumers except domestic, commercial, irrigation and small
industry category, if payment was made within three days of bill
presentation and seven days in case of other consumers.
Considering above, it has been prayed by the DISTCOs to
approve the rebate of 2% for prompt payment of BST bills within
three working days from the date of their presentation.

2.30.6 Load Factor Billing

2.30.6.1

Though, the Commission in its Order dated 28.06.2003

notified on 12.11.2003 has issued directives for discontinuance of
the load factor billing, NESCO, WESCO and SOUTHCO
apprehends that it may not be possible to complete the entire
metering programme before 30.9.2005 due to administrative
difficulties and financial crunch. In view of the above, they have
requested the Commission to extend the continuation of load factor
billing up to 30.09.2005.
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231

232

Special Incentive Tariff to Power Intensive Industry maintaining High Load

Factor

2.31.1

2.31.2

2.31.3

NESCO pointed out that the Commission in its Order dated 22.03.2000, in
case no.1 of 2000 stated that “any special agreement proposing grant of
concessional tariff to three industrial consumers of a particular category
shall not be compatible with the prevailing tariff order of the Commission.
We may, however, observe that decision for creating a sub-category under
Power Intensive Industries for prescribing a lower tariff may be taken
during the next annual requirement exercise and the consequential tariff
proceedings.” The licensee requested the Commission to consider and to
create sub-categories under “Power Intensive Industries” for industries as
mentioned below and allow special tariff as proposed in this ARR and
tariff application:

Contract Demand Rate
1 > 25 MVA but <50 MVA Rs.2.30
2 > 50 MVA but < 100 MVA Rs.2.20

The petitioner further submitted that these EOUs are competing in the
international market. In the event of being not provided a special tariff to
these industries, there would be a reduction in off take/stoppage of
production which would adversely affect the financial position of NESCO
and Orissa Power Sector as a whole.

The petitioner further appealed to the Commission to allow special tariff
to the Ferro Alloys Industries having Contract Demand between 25 MVA
and 50 MVA and 50 MVA and 100 MVA separately.

CESCO made the following submissions

2.32.1

2322

2323

2324

CESCO proposes that a service charge may be levied on the consumer for
dishonored cheques @ Rs.200/- for LT service and Rs.1000 /- for HT
service for every bounced cheque.

CESCO proposes to collect one time deposit of Rs.1500/- from single
phase domestic and General purpose consumers (less than 100KW) for
providing the service connection alongwith materials. No meter rent will
be charged to such consumers. However, such consumer is required to pay
the security deposit as per prevailing rate.

CESCO proposes to give single point power supply to all apartments,
market complexes, colonies etc. of different departments and developers.

CESCO has proposed revision of reconnection charges for FY 2005-06 as
given in Table : 8 below.
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2.33

2.34

Table : 8

Connection Type Charges (Rs.)
Single Phase Domestic 100

Single Phase Other Consumer 200

Phase Line 400

HT & EHT line 2000

Category wise Tariffs

The average existing and proposed tariff for LT, HT and EHT categories have
been indicated in Annexure.

PRAYER

2.34.1 In the aforesaid facts and circumstances, NESCO, WESCO and
SOUTHCO pray that the Hon’ble Commission may be pleased to:

o Take the accompanying ARR and Tariff Petition on record.

e Approve the Annual Revenue Requirement for FY 2005-06 including the
revenue gap for FY 2004-05 and Amortisation of Regulatory Assets.

e Approve the category wise tariffs to bridge the revenue gap.

o In case increase in retail tariffs is not sufficient to bridge the entire revenue
gap, the revenue gap shall be bridged by other measures such as reduction in
BST and/or Government Subsidy.

e To allow to add/change/alter/modify application at a future date.

e Consider actual AT & C loss in FY 2003-04 as base level for setting future
AT & C loss reduction trajectory.

e Any other relief, order or direction which the Hon’ble Commission deems fit
be issued.

2.34.2 Apart from above, NESCO made the following appeal:

Consider to create a sub-category under power intensive industries under
different slabs for industries with load of 25 MVA and above with a
guaranteed minimum load factor of 80%.

2.34.3 In the aforesaid facts and circumstances, CESCO prays that the Hon’ble
Commission may be pleased to:

o Take the accompanying ARR and Tariff Application on record.
e Approve the Annual Revenue Requirement for FY 2005-06.
e Approve the category wise tariffs to bridge the revenue gap.

e Allow a voltage wise loss stipulation for computing revenue
requirement.
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3.1

32

3.3

o Allow the past losses as regulatory assets to be set off in future years
through Tariff along with interest to be decided by the Commission.

e In case increase in tariffs are not sufficient to bridge the entire revenue
gap, the revenue gap shall be bridged by other measures such as
reduction in BST and/or Govt. subsidy.

e Consider actual AT&C loss in FY 2003-04 as base level for setting
future AT&C loss reduction. Make the proposed tariff applicable with
effect from April-01, 2005.

e Any other relief, order or direction which the Hon’ble Commission
deems fit be issued.

OBJECTIONS AND QUERRIES RAISED DURING THE HEARING
PROCESS

At the beginning of the hearing, the Commission’s staff gave a brief presentation
as a preface regarding the Annual Revenue Requirement of the DISTCOs, salient
features of their filings as well as the objectors’ findings and comments there on.
The Commission has considered all the issues raised by the participants in their
written petitions as well as the oral submissions during the public hearing process.
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 2004-05 and 2005-06. Based on their nature and type, these objections have
been categorised broadly as indicated below:

Procedural simplicity and inexpensiveness

3.2.1 The Commission was requested to introduce a simplified and
comparatively inexpensive procedure for submission of any application
with the Commission.

3.2.2 Contents of the application should be advertised in the newspaper or the
licensees may be directed to supply copies to the objectors free of cost.
Besides the Commission should dispense with filing of objections through
affidavit and that too in six copies. There was a request to the Commission
not to call upon the objector to serve the copies of their objection to the
licensee, as it has become costlier.

3.2.3 Some objectors submitted that the licensees should make the copy of
application available to the consumers under intimation to the
Commission under affidavit.

Inconsistency in the Data Base

3.3.1 Objectors in general were critical about the data inconsistency found in the
ARR and Tariff filing of all the licensees. Some objectors complained
about lack of information and transparency in the filing of the licensees
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34

3.5

3.3.2

3.33

with a request to the Commission to direct the licensees for supply of
balance-sheet.

Some objectors pointed out that the licensee is under the obligation to
submit audited reports and utilise the audited figures for the purpose of
submission of tariff filing which need to be checked.

There was a request to furnish the application afresh following the
principles of multi-year tariff.

Sales Forecast

3.4.1

34.2

Some objectors pointed out that there is no nexus between purchase of
power and sale of units. The projection of sales figure by DISTCOs is
inaccurate as a larger number of meters measuring the consumption, are
defective and also the consumer metering is awaiting completion. In the
absence of authenticated data, the implementation of LTTS would result in
unequitable tariff and the licensees would make super-normal profit.

Doubts were raised about the accuracy of the sales projections submitted
by the licensees which they said had no basis and are imaginary. One
objector opined that the sales should be higher than those projected.

Distribution Loss

3.5.1

3.5.2

Some objectors stated that the higher distribution loss projected by
NESCO, WESCO and SOUTHCO for FY 2003-04 is enigmatic. They had
projected higher distribution loss in FY 2003-04 as compared to FY 2002-
03 irrespective of their nature of consumption, consumer mix,
geographical location etc., whereas CESCO has not joined the bandwagon
in this regard. There is consistency in figures submitted by CESCO. All
the data furnished by the DISTCOs are manipulative in nature and not
based on audit report. There was vehement objection to the proposal of the
licensees to consider FY 2003-04 as the base year for the purpose of
calculating distribution loss.

Some objectors pointed out that in CESCO area, the HT and EHT
industrial consumers consume 32% against 36% HT and EHT
consumption in the State. One objector submitted that in SOUTHCO area,
the industrial consumers consume 23% out of total sale of SOUTHCO.
Hence, the actual loss for CESCO and SOUTHCO, up to FY 2003-04
according to him, shall be above 50% and 43.95% respectively. The
benchmark for distribution loss as fixed by the Commission for CESCO
and SOUTHCO for FY2003-04 is 25.94% and 23% respectively. The
licensees have mentioned nowhere in their application that achievement of
the targeted reduction in loss is beyond their control. The Govt. is not
doing their duties in loss reduction process. Therefore, the Commission
was requested not to pass on the higher loss to consumers.
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3.6

3.7

3.53

3.54

3.5.5

3.5.6

Many of the objectors suggested that the computation of transmission and
distribution loss should be done only considering the input at HT and
excluding EHT consumption as DISTCOs bill the EHT consumers at zero
loss.

The objectors expressed their deep concern over the non-achievement of
benchmarks fixed by OERC as yardstick of performance and efficiency by
the DISTCOs despite huge investment for improvement and extension of
power sector during post-reform period. The load growth is much below
the expectation.

One of the objectors requested the Commission that distribution loss
should be calculated subtracting the sale to INDAL as the supply to
INDAL is made at EHT having no loss.

The objectors in general were very vehement in their criticism about the
inefficiency of DISTCOs in bringing down T&D loss in spite of repeated
orders of the Commission and were unanimous that the Commission under
no circumstances should review the T&D loss figure based on the audit
report of the licensees but should stick to its own order.

Collection Efficiency

3.6.1

The objectors said unanimously against the inefficiency of the licensees in
collecting the revenue billed. They requested the Commission not to
accept their plea of the assumed collection efficiency. The consumers
should not pay for their inefficiency on this account. The objectors further
stated that the amount which could not be collected during the concerned
period, might have been collected, at least a part thereof, by the licensees
during the subsequent period. They requested the Commission to direct
the licensees to furnish the past period collection and current collection
separately. Some objectors pointed out that the Govt. dues cannot be
termed as non-collectible/ bad debt.

AT&C Loss

3.7.1

3.7.2

3.7.3

Objectors were of the opinion that AT&C should be the criteria for
measurement of performance but not for the purpose of revenue
requirement.

One objector mentioned that the least AT&C loss and the highest billing
efficiency of a model division should be taken into account as a reference
for calculation of AT&C loss.

An objector categorically pointed out that if the benchmarks fixed by the
Commission are taken into account to evaluate the Aggregated Revenue
Requirement for the financial year 2004-05 of the licensees, there would
be surplus in revenue instead of deficit which would, in turn, reduce the
Tariff. He also highlighted that the Commission had fixed the AT&C loss
based on Kanungo Committee’s recommendations. He requested the
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3.8

3.9

Commission not to consider higher AT&C loss projected by the licensees
than the benchmarks fixed by the Commission.

Performance Standard of the Licensees

3.8.1

3.8.2

3.8.3

3.8.4

Objectors highlighted that the standard of performance and the guaranteed
performance furnished by the licensees are not tenable. In practice, the
consumers are not getting the supply at the rated voltage of 230 volt and
urged the Commission to institute an independent inquiry to check the
correctness of the statement submitted under affidavit. It was emphasised
that the licensees should arrange for interaction with the consumers to
understand their problems.

Other objectors expressed their views regarding poor performance of the
licensees, such as, erroneous billing, delay in rectification of the erroneous
bills, harassment of consumers.

Objectors complained about unscheduled and frequent interruptions in
supply, voltage variation and frequency excursion beyond the prescribed
limit.

Railways pointed out that erratic power supply affects adversely on their
equipment as well as their performance and requested the Commission to

direct the licensee to ignore the over shooting of MD not attributable to
them requiring feed extension.

Consumer, Feeder and Transformer Metering

3.9.1

39.2

393

Some objectors stated that the licensees have neither completed 100%
consumer metering nor feeder and transformer metering till date, despite
the Commission’s directive in its last tariff order to complete the same

within the time frame fixed by the Commission on the pretext of uneven
flow of fund.

Some objectors also mentioned that the plea of poor flow of fund for
completion of consumer metering is not tenable as the licensee is at liberty
to allow the consumers to procure meters of their own. The licensee is
reluctant to intimate the cost of meter, even on request. The Commission
should direct the licensee to intimate the cost of meters, if asked for or
alternatively they should display this in their offices for knowledge of the
consumers.

One objector from SOUTHCO area stated that in the event of the meter
being supplied by the consumer, the licensees advise the consumer to get
the meter tested from the Govt. Testing Laboratory and to furnish the test
report to them inspite of having the adequate testing arrangement of their
own. The objector prayed to the Commission to direct the licensee to
arrange for testing of the meter purchased by the consumer and collection
of the certificate from the testing authority by the licensees.
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3.10

3.11

3.12

3.9.4 He further mentioned that Elimi meters are being installed instead of
China meters due to their scarcity, as intimated by the Licensees. The
Elimi meters had registered bad performance. The Commission should
advise the licensees to install China meters. The Commission should
direct the licensee not to recover the cost of the meter in the form of the
meter rent from the consumers beyond its landed cost.

3.9.5 One objector from WESCO stated that the licensees have ceased the
system of meter- checking.

3.9.6 There was a suggestion to the Commission to advise the DISTCOs to
install pre-paid meters.

3.9.7 Some objectors urged the licensees to recover the cost of meter in ten
equal installments and the meter rent should be determined after taking
into account depreciation.

Load Factor Billing

Some objectors stated that the licensees should strictly observe the Commission’s
order with regard to stoppage of load factor billing w.e.f. 01.04.2004, whereas,
the licensees have prayed the Commission for extension of load factor billing upto
30™ September, 2005. Inspite of having full consumer metering, as submitted by
CESCO, load factor billing still continues in case of defective meters which is in
contravention of the relevant Regulation framed by OERC. If the Commission at
all considers their prayer, the L.F. Billing is to be done considering 0.1 instead of
0.2 for LT domestic consumers and 0.15 instead of 0.3 for LT general purpose
consumers. In case of tampered meters, the Commission should direct the
licensees to follow Section 126 (1) of the Act.

Incentive for Power Factor improvement

3.11.1 Some objectors requested the Commission to restore the incentive for
improvement in Power Factor from 90% and onwards which would
compensate for the expenditure incurred by the consumers owing to
installation of Capacitor Bank in their system.

3.11.2 Some objectors opined that the incentive for power factor improvement
should be at par with penalty imposed on the industrial consumers having
low power factor.

3.11.3 Some objectors pointed out that other states allow 5% rebate as incentive
for maintaining high power factor.

Special Tariff

3.12.1 The objectors requested the Commission to introduce special tariff for
higher load factor to the tune of 90% irrespective of the load demand by
the industry.
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3.13

3.14

3.12.2

3.12.3

3.124

3.12.5

3.12.6

It was expressed by the objectors that special tariff @ Rs.2.05/unit for the
contract demand of 100 MV A and above is purely ornamental as there has
been practically no consumer drawing such a huge demand of load. He
further added that SOUTHCO’s proposal does not envisage any special
tariff.

The objectors indicated that the grading of tariff should be based on
mainly load factor for a particular bandwidth ranging from 50% onwards.
Some objectors asked for graded tariff for the industries ranging from 10
MVA and above. They also loud stressed on the need for introduction of
special tariff in the interest of overall improvement of industrial health of
the State.

An objector appealed to the Commission to advise SOUTHCO for
continuance of the special tariff they are enjoying till now. Most of the
objectors requested the Commission to consider the NESCQO’s proposal
for special tariff for power intensive industries. This will encourage
industrial consumption at EHT, improve financial health of the utility and
reduce overall T&D loss.

Some objectors prayed for bringing down tariff for HT category having
lower loss level and to introduce single part tariff for power intensive
industries drawing power at HT and EHT even for a contract demand as
low as 1 MW.

An objector stated that WESCO has been subsidising INDAL by
providing special tariff (@ Rs.1 82 per unit.

Revision of RST & Poor Quality of Service

3.13.1

3.13.2

The objectors unanimously mentioned that since pre-reform period the
tariff has been revised ten times bringing about enhancement in RST tariff
to the tune of four times up to 2002. But there has been steady
deterioration in quality of services which has reached low ebb. Although,
they are reimbursing the employees cost, R&M expenditure, etc., the
licensees are grossly neglecting repair and maintenance of lines, sub-
stations etc.

It was indicated that there was around 90 to 100 times tripping in three
months period in the supply provided by WESCO and that voltage has
gone down to 25/26 KV at 33 KV lines.

Failure of Power Sector Reform in Orissa

3.14.1

One objector pointed out that non-performance by the licensees is
attributable to non-compliance with the recommendations made by
Kanungo Committee, duly accepted by Govt. of Orissa. He expressed that
no real benefit had been derived from the Reform in Power Sector
launched seven years back.
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3.14.2

The objectors pointed out that in absence of efficient, economical and
competitiveness among the DISTCOs in Orissa, the power sector reform
has been defeated.

3.15 Remunerative Norms to be followed by the licensees

3.15.1

3.15.2

An objector desired to know the number of applications the present
licensees had received division-wise and year-wise from various
consumers for supply of power at LT/HT/EHT. He also urged to be
appr