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 