CHAPTER-I|

2. Performance Audit relating to Government Company

Assam Power Distribution Company Limited

Performance Audit on the working of Assam Power Disibution

Company Limited

Executive Summary

As part of power sector reforms, the
erstwhile Assam State Electricity Board
was unbundled and consequently, the
business of power distribution is carried
out by three distribution companies
namely, Upper Assam Electricity
Distribution Company Limited
(UAEDCL), Lower Assam Electricity
Distribution Company Limited
(LAEDCL) and Central Assam
Electricity  Distribution ~ Company
Limited (CAEDCL), which were
incorporated on 23 October 2003 under
the Companies Act, 1956.
Subsequently, the two companieviz,
UAEDCL and CAEDCL were merged
with LAEDCL w.e.f 1 April 2009 and
LAEDCL was renamed as Assam
Power Distribution Company Limited
(APDCL) which was incorporated on 23
October 2009 under the Companies Act,
1956.

As on 31 March 2011, APDCL had
distribution network of 1.12 lakh
Circuit Kilometers (CKM) of lines,
36,240 sub-stations and 34,664
transformers of various categories
catering to 19.13 lakh consumers.

APDCL added 10,596 sub-stations
during the period 2006-11. Further, as
compared to the growth in connected
load from 2,498.80 megawatt (MW) in
2006-07 to 3,294.96 MW in 2010-11, the
increase in transformer capacity was
from 1,342.26 mega volt ampere (MVA)
to 1,901.08 MVA only, which meant
that the transformer capacity fell short

by 2,217.62 MVA when compared to the
connected load as on March 2011.
Wide gap between transformation
capacity and connected load led to
overloading of distribution system,
excess failure of DTRs and higher
guantum of energy losses.

The percentage of achievement of
electrification of un-electrified villages
under Rajiv Gandhi Gramin
Vidyutikaran Yojana (RGGVY) was 71
per cent and connection to BPL
households was 5per centagainst the
target as on 31 March 2011.

The shortfall in achievement of target
was due to delay in approval of DPRs,
delay in award and execution of works
with consequential increase in cost of
projects from ¥ 1,304.62 crore to
¥ 1,768.96 crore at award stages which
would further go up on completion of
all works.

Due to non-completion of various
projects in time under Assam Bikash
Yojana (ABY), APDCL did not avall
the intended benefit of¥ 4.02 crore by
way of reduction in technical losses as
projected in the DPR. Further, APDCL
had also extended undue benefit to the
extent of% 2.42 crore to contractors.

APDCL attained metering of 17.84 lakh
against total number of 19.13 lakh un-
metered consumers as on 31 March
2011 and it took 2 days to 1975 days in
replacing stop/defective meters as it did




Audit Report No.-4 (Commercial) for the year ended 31 March 2011

not maintain reserve stock of meters in The outstanding dues of APDCL
violation of directives of AERC. increased by 43.35 per cent from
% 298.54 crore in 2006-07 t& 427.96
crore in 2010-11, out of which¥ 80.91

The AT&C losses of APDCL decreased crore (18.91 per cenj realizable from
from 32.89 per centin 2006-07 to 25.44 permanently disconnected consumers
per cent in 2010-11, which was still were outstanding as on 31 March 2011.

above the approved norms of AERC

(21.60per cenj.
Due to unnecessary drawal of loan fund
and its non-utilisation, APDCL had

Accumulated losses of APDCL burdened itself with a total interest
increased by 620.51per cent from liability of ¥ 42 lakh to Government of
T 142.90 crore in 2006-07 t& 1,029.61 Assam.

crore in 2010-11. The borrowings of
APDCL increased by 74.40per cent

from X 479.58 crore in 2006-07 to Direction of AERC to APDCL to
¥ 836.40 crore in 2010-11. analyse the consumption pattern of all
The realisation per unit increased from Government building and initiate
T 4.71 toX 5.74 (21.87per cenj during appropriate steps for reduction of
2006-11, whereas the cost per unit energy consumption or reduction of
increased from ¥ 5.02 to¥ 7.00 (39.44 energy losses was not complied by it.
per cenj during the corresponding

Further, Energy audit data were not
analysed or no corrective action taken
by APDCL to minimise the energy
losses.

period.

The percentage of energy billed against
energy sold increased from 85.2%er
cent in 2006-07 to 95.02per centin
2010-11. Despite increase in billing
efficiency, APDCL had sustained losses
amounting to ¥ 80.63 crore due to non-
compliance of various directions of
Assam Electricity Regulatory
Commission (AERC).

The monitoring system is inadequate as
APDCL did not devise a proper MIS to
monitor the work entrusted to
contractors effectively or evaluate
power demand and supply position in
the State and control theft of energy.

Introduction

2.1  Electricity is an essential requirement for alldecof our life. It has

been recognized as a basic human need. It isieatiifrastructure on which
the socio-economic development of the country dépeSupply of electricity
at reasonable rate to rural India is essential it®roverall development.
Equally important is availability of reliable andiality power at competitive
rates to Indian industry to make it globally coniipet and to enable it to
exploit the tremendous potential of employment geti@en. Services sector
has made significant contribution to the growthoaf economy. Availability

of quality supply of electricity is very crucial teustained growth of this
segment.
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Recognizing that electricity is one of the key driwv for rapid economic
growth and poverty alleviation, the Government mdia (GOI) has set itself
the target of providing access to electricity fdir touseholds in next five
years. Major responsibility for achieving the kegrgmeters of the above said
importance of electricity devolves on the distribat sector. Distribution
sector is very near to people. Distribution comparare first point of contact
in the electricity sector for millions of consumeiihis is the sector which
provides electricity to the door step of every leoumwld. It serves various
objectives of electricity sector such as supplyatiable and quality power of
specified standards in an efficient manner andceasanable rates and at the
same time protects the consumer interest. Distabutompanies need to
make a financial turnaround and they should be ceroially viable in order
to achieve the above objectives.

The performance audit aims to analyse how far tis&rilodution company,
APDCL, planned its operations to achieve above ativjes, achieve its
financial turnaround and the extent of providinglusons to problems
encountered during the five year period 2006-020tb0-11.

Electricity reforms and electricity scenario in Ags

2.2 As part of power sector reforms, the erstwhilsaa State Electricity
Board (ASEB) was unbundled and five companies wdoemed.
Consequently, the business of distribution of powwekssam is carried out by
three distribution companies namely, Upper Assawctekity Distribution
Company Limited (UAEDCL), Lower Assam Electricity idbribution
Company Limited (LAEDCL) and Central Assam EleatyicDistribution
Company Limited (CAEDCL), which were incorporated 23 October 2003
under the Companies Act, 1956 under the adminiggratontrol of Power
Department, Government of Assam. Subsequently twlee companiesviz.,
UAEDCL and CAEDCL were merged with LAEDGA.e.f, 1 April 2009 and
LAEDCL was renamed as Assam Power Distribution Camyp Limited
(APDCL) which was incorporated on 23 October 20B@wever, in this
merger, the procedures prescribed under Comparmies 856 (Section 391 to
394 A) regarding reconstruction, amalgamation, mergnd Section 396
regarding notification to be issued by the Centavernment in public
interest as well as Electricity Act, 20@Section 17(i) () regarding obtaining
permission from AERC for merger were not followedhich was pointed out
in Para 1.3 of the Report of Comptroller and Auditéeneral of India
(Commercial) 2009-10, Government of Assam. The mament of APDCL
is vested with a Board of Directors comprising ¢idinectors appointed by the
State Government. The day-to-day operations areedasut by the Chairman-
cum-Managing Director, who is the Chief Executivie APDCL with the
assistance of Chief General Managers, General Maisnamd Deputy General
Managers.
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Vital parameters of electricity supply in Assam

2.3 During 2006-07, 2244.33 million units (MUs) of eggrwas sold by
APDCL which increased to 3,535.43 MUs in 2010-1%&, an increase of
57.53 per cent during 2006-11. As on 31 March 2011, APDCL had
distribution network of 1.12 lakh circuit kilomet(€KM), 36,240 sub-stations
and 34,664 transformers of various categories. Aumaber of consumers as
on 31 March 2011 was 19.13 lakh. The turnover oDEP wasI 1559.68
crore in 2010-11, which was equal to 58 centand 1.50per centof the
turnover of all State PSUs and State Gross Domestiduct respectively. It
employed 11,477 employees as on 31 March 2011.

Performance review of electricity sector

2.4  Performance review on ‘Implementation of Acceledat®ower
Development Reform Programme’ in erstwhile ASEB vieduded in the
Report of the Comptroller and Auditor General ofditn (Commercial)-
Government of Assam (GOA) for the year ended 31dM&007. The Report
was discussed by the Committee on Public UndergskifCOPU) on 18
December 2009. Recommendations are awaited.

Scope and Methodology of Audit

2.5 The present performance audit conducted duringuaep 2011 to
August 2011 covers the performance of the APDClinduthe period 2006-07
to 2010-11 and mainly deals with Network Planningd aExecution,
Implementation of Central Schemes, Operational cigfficy, Billing and
Collection Efficiency, Financial Management, ConsurBatisfaction, Energy
Conservation and Monitoring. The audit involvedusitty of records at the
Head Office, one Central Stores division, 11 sulsthns and various
information submitted by the sub-divisiofselected based on number of
consumers, sub-stations, distribution transforn@@iRs)etc} of APDCL.

The methodology adopted for attaining the audiectiyes with reference to
audit criteria consisted of explaining audit obijee$ to top management,
scrutiny of records at Head Office and selectedsunnteraction with the

audited entity personnel, analysis of data withemafice to audit criteria,

raising of audit queries, discussion of audit filgd with the Management and
issue of draft report to the Management for commeefore finalisation.

Audit Objectives

2.6 The objectives of the performance audit were tessshether:

+ the financial management was sound enough to reamperational cost
and to improve the financial health of APDCL byaating desired
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efficiency, timely and correctly filing of tariffgtition, prompt and correct
raising of energy bills and early collection of eeue;

long-term comprehensive plans were made by APDClupegradation of
distribution networks and various schemes were emginted efficiently,
effectively and economically to develop and augm#ém distribution
networks systematically for attainment of the primbjective of the
National Electricity Policy (NEP), 2005;

metered supply of power was ensured for all conssirhg installation of
new meters and timely repairs/replacement of defecheters;

operating efficiencies in distributing adequate aatiable power to all
consumers were achieved by minimising and cont@lliechnical and
commercial losses of power;

a system was in place to assess consumer satisfaatid redressal of
grievances;

loss reduction techniques and energy conservatisgasores were
undertaken in line with the National ElectricityaR| and

proper monitoring system existed and the same whsed in review of
the workings of APDCL.

Audit Criteria

2.7

The audit criteria adopted for assessing the aehiewnt of the audit

objectives were:

7
°

National Electricity Plan, Plans and norms concggrdistribution network
of distribution companies (DISCOMs) and Planningecia fixed by the
State Electricity Regulatory Commission (SERC);

Standard procedures for award of contract withregfee to principles of
economy, efficiency and effectiveness;

Norms prescribed by various agencies with regaaptrational activities;
Norms of technical and non-technical losses;
Guidelines/instructions/directions of AERC;

Terms and conditions contained in the Central/S&aeeme Documents;
and

Provisions of Electricity Act, 2003.
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Audit Findings

2.8 We explained the audit objectives to APDCL during &ntry
Conference’ held on 16 March 2011. Audit findingsrevreported to APDCL
and the Government of Assam (GOA) on 20 July 2@4RDCL replied to
audit findings in August 2011. Audit findings weatso discussed in an ‘Exit
Conference’ held on 24 August 2011 in which PriatipSecretary,
Department of Power, GOA, Chairman-cum-Managinge€@r and other
senior officials of APDCL participated. The GOA didt furnish any separate
replies to audit findings. The views expressed IBDEL in the replies and
the exit conference have been considered whildiding this report. Audit
findings are discussed in subsequent paragraphs.

Distribution Network Planning

29 The NEP was evolved with the following aims andechyes:-

* Access to electricity is to be made available tdhaliseholds in five years
commencing from 2005.

» Supply of reliable and quality power of specifigdrglards in an efficient
manner and reasonable rates.

To ensure access by all to electricity, the PowstriDution companies in the
State are required to prepare long-term/annual spléor creation of

infrastructural facilities for efficient distributh of electricity so as to cover
maximum population in the State. Besides, the coiegaare required to
ensure proper upkeep the existing network, ensdditians to distribution

network as planned, keeping in view the demanarected load, anticipated
new connections and growth in demand. Considerimgse parameters,
Capital Investment Plans are submitted to the Stateernment/AERC. The
major components of the outlay include normal demelent and system
improvement besides rural electrification and gjteaning of IT enabled
systems.
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2.9.1The position of consumers and their connected bhathg the period
2006-11 are given i€hart-1.
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2.9.2 We noticed that APDCL did not prepare any comprshenong-term
plans; rather short-term plans were prepared omaises of allocation of fund
by the Central/State Government under various sebBeand projects. APDCL

APDCL did not added 10,596 sub-stations (11/0.4 KV: 10,542 and138V: 54) during the
prepare any period 2006-11. Further, as compared to the growtbonnected load from
comprehensive 2,498.80 mega watt (MW) in 2006-07 to 3,294.96 M@fuivalent to
long-term plans. 4,118.70 mega volt ampere (MVA) at 0.80 Power Facito 2010-11 as

depicted in Chart 1, the increase in transformgractdy was only 1,342.26
MVA to 1,901.08 MVA and the capacity fell short By217.62 MVA to match

The capacity fell the connected load as in March 2011. Thus, thee@ss in distribution
short by 2217.62 capacity did not match with the pace of growth amgumer demand and was
MVA to match the not adequate to meet the projected load demaneéraBlgctric Power Survey

connected load by

. . . t . . .
March 2011 Committee in its 17 report. There was wide gap in the transformation

capacity compared to connected load, it is cleairttie actual addition of sub-
stations was inadequate. This gap in transformato@pacity led to
overloading of the system and consequential rataticuts, adverse voltage
regulation and higher qguantum of energy losses.

In reply, APDCL stated that though the transforwratcapacity was lower
than the connected load, the peak demand was g2® MVA, hence, there
was no deficiency in transformation capacity. Fertlit stated that in order to
meet the growth of future demand, addition in tfarmeation capacity would
be required. The fact remains that APDCL is yeadbieve the ideal ratio of
1:1 of transformation capacity for a hassle-freerafion of its transformation
system.
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The ratio of HT to
LT ranged between
0.65:1 and 0.70:1
during 2006-11.
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Some observations indicating weakness in planmegiscussed below:

2.9.3 High voltage distribution system helps in ensurfifgctive reduction
of technical losses, prevention of theft, improwadtage profile and better
consumer service. GOI had also stressed (Feb2@éxi/) on the need to adopt
such a system of distribution through replacemérgxwsting LT lines with
HT lines and reduce distribution losses.

Implementation of LT less system

2.9.3.1 The HT-LT ratio over the period 2006-11 is depictetheChart-2.

Chart-2
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The ratio of HT to LT thus ranged between 0.65:d @rv0:1 during 2006-11.
APDCL failed to reduce the same as the HT-LT ratimained at the same
load indicating inadequacy of initiatives taken feduction of energy loss.

APDCL in its reply stated that it has taken varistesps under Rajiv Gandhi
Grameen Vidyutikaran Yojana (RGGVY) and RestruadurAccelerated
Power Development Reforms Programme (R-APDRP) sehenmprove the
HT-LT ratio. Progress of the schemes were, howeeedy, as could be seen
from paragraphs2.10 and 2.11

IMPLEMENTATION OF CENTRAL/STATE SPONSORED SCHEMES

Rural Electrification

2.10 The NEP.,inter alia, states that the key objective of development of
the power sector is to supply electricity to akas including rural areas for
achieving which, the GOl and the State Governmentsuld jointly
endeavour. Accordingly, the RGGVY was launched iprilA2005, which
aimed at providing access to electricity to all $eholds in five years for
which the GOI provides 9fer centcapital subsidy.
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Besides, the GOI notified the Rural Electrificati®olicy (REP) in August
2006 whichinter-alia aims at providing access to electricity for alukeholds
by 2009 and minimum lifeline consumption of onetyo@r householdger day
as a merit good by 2012. The other schemes vizelacated Electrification
of one lakh villages and one crore household andrivim Needs Programme
were merged with RGGVY. The features of the erdevhKutir Jyoti
Programme’ were also suitably integrated into siciseme.

2.10.1 As on 31 March 2006, out of 26,312 villages in 8tate (agper 2001

Census), 18,567 villages were electrified (708 cen). The year-wise
target vis-a-vis achievement of electrification enéRGGVY during 2006-11
is shown inTable-1

Electrified

Percentage of

villages in Targgt f_or electrification Electrified during the E_Iectrifie_d achievement against
uring the year year villages in .
Year t_he_ the end of target during the year
;ﬁ%ﬁ;‘gﬁ | UEV' | EVe BPL | UEV | EV BPL | theyear | UEV | EV | BPL
2006-07 18,567 - - - - 18,567 - -
2007-08 18,567 64 91 - 64 91 - 18,631 100 1p0 -
2008-09 18,631 891 1,568 1,08,660 492 522 13,389 ,12B9 55 33 12
2009-10 19,358 2,057 3566 3,221,918 1,204 1,8751,228 20,327 59 53 47
2010-11 21,579 3,805 4,308 3,48,609 3,078 4,236 5,208 23,405 81 98 79
Total | 6,817 | 9,528 | 7,79,187 | 4,838 | 6,724 | 4,40,420 71 71 57

As against the target of electrification of 16,3d¢flages and providing
7,79,187 connections to below poverty line (BPL)useholds, APDCL
achieved electrification of 11,562 villages (fer cen} and providing
electricity connections to 4,40,420 BPL househ@ider cen} respectively.

Some reasons for shortfall in achievement of targst observed in audit are
summarised in the following paragraphs:

Delay in approval of scheme and Detailed Projectpds (DPRS)

2.10.2 As per provisions of the scheme, execution of mtojshall be
completed within an implementation period of 2 weand for effective

implementation, a tripartite agreement shall havebé concluded amongst
Rural Electrification Corporation Limited (REC), &8 Government (GOA)
and the State Power Utility, stipulating the teram&l conditions for flow of
funds and other modalities. Accordingly, APDCL sdra tripartite agreement
with GOA and REC in July 2005 and forwarded 17 DP&sring October

" Un-electrified village. "Intensificatiorof already electrified villages.
T Jorhat, Nalbari, Morigaon, Barpeta, Golaghat, Darrang, Bgaga, Dhubri, Nagaon,
Tinsukia, Goalpara, Dhemaji, NC Hills, Karbi Anglong, Kamtwgkhimpur and Kokrajhar.
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Implementation of
the scheme was kept
on hold in 15 districts
due to time taken by
REC in field
verification and time
lost in furnishing
clarifications by
APDCL on the DPRs.

Physical  progress  of
works ranged between
4.87 and 98.76per cent
for un-electrified villages
and nil to 91.83 per cent
for BPL households as on
March 2011.
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2005 to December 2006 for approval and sanctioiRBZ at an estimated
cost 0f%1,304.62 crore involving electrification of 12,533rural households
(including 7,79,187 BPL households) in 16,345 g#da. REC accorded
approval to 2 DPRsonly by May 2006 and informed (April 2007) that
implementation of scheme in other districts be kapthold, as directed by
Ministry of Power, Government of India.

The DPRs of the other 15 districts for electrifioat of 11,59,529 rural

households (including 7,03,734 BPL households)i/»86 villages (6,144 un-
electrified villages and 8,442 electrified villajest an estimated cost of
31,211.65 crore were approved (March 2008 and Noeer2b09) by REC

after APDCL complied with the remarks/observatioh®REC on those DPRs.
Thus, approval of all DPRs was received nearlyetlyears from the month of
sending the last DPR in December 2006. ApprovaDBR was delayed as
implementation of the scheme was kept on hold indisfricts due to time

taken by REC in field verification and time lostfirnishing clarifications by

APDCL on the DPRs.

Delay in award of works

2.10.3 The implementation of the scheme was divided info packages

covering all 17 districts. Separate tenders fohgeckage were invited (April
2006 to July 2009) and work orders were issued r(leehp 2007 and

November 2009). Records revealed that time takeawiard of works ranged
between 4 and 30 months from the date of floatintica inviting tender

mainly on account of delay in processing and fgalon of tenders,

negotiation with the bidders, obtaining fresh semmcobf REC in those cases
where L-1bid was more than 11fer centof sanctioned cost.

Delay in execution of works

2.10.4 Out of 96 packages, only 25 packages were compiiitdtarch 2011
and as regards non-completion of 71 packhgé<4 districts, it was noticed
that though scheduled dates of completion of theksvas per award letters
were over between April 2009 and September 201@sipal progress of
works ranged between 4.87 and 98p#8 centfor un-electrified villages and
nil to 91.83per centfor BPL households as on March 2011 in additiotine
overrun of 24 to 92 weeks from the stipulated dditeompletion.

Further, as on 31 August 2011, the physical pregres works in 14
uncompleted districts ranged between 42.50 and09p& centfor un-

electrified villages and 25.10 to 99.4@r centfor BPL households as in
August 2011. It was also observed that in 5 pac¥agert of 2,039 villages,
survey of 136 villages could not be completed. Agaout of targeted

" Tinsukia and Goalpara.
* Excluding 2 packages in Kokrajhar district scheduled to be coaapie May 2011.
" Bongaigaon PKG 1, Dhubri PKG-1, Nagaon PKG-3, DhemafsPKand Kokrajhar PKG-1.
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electrification of 13,024 rural villages under 6acgages, the contractor did
not commence work in 1,130 villages till August 20Further, as envisaged
in the DPRs, APDCL did not provide any service awtion to rural
households except BPL households.

The reasons for failure in timely execution of werkere, preparation of
faulty DPRs resulting in inclusion of new villagesd substituting already
approved villages due to non-detection of the satmeplementation stages,
change in specification and increase in volume ofka, delay in handing
over of sites to the contractor, litigation caseéglay in submission of
Guaranteed Technical Particulars (GTP) and drawiagsl subsequent
approval thereon and delay on part of the contradto commencement of
work as well as slow progress of work.

Increase in sanctioned cost of the scheme

2.10.5 The reasons for delays as discusseghiragraphs2.10.2 to 2.10.4ad
not only defeated the main objectives of the schémk also resulted in
increase in sanctioned cost of the project fRbi304.62 crore t& 1,768.96
crore at award stages which would further go upcompletion of all the
works. DPR estimates considered base rate (SOR oat2005-06 whereas
works were awarded on SOR rate of 2008-09, as a®lpreparation of
estimates without considering tax element and eectdr's margin contributed
to increase in project cost.

2.10.6 The position of funds received under RGGVY for twekectrification
vis-a-vis their utilisation during the five yearsiding 31 March 2011 is
depicted inTable-2

®in crore)
Year Opening Funds Total funds Funds Unspent funds
Balance received available Utilised at the end of the
during the year
year
2007-08 - 135.1d 135.10 72.51 62.59
2008-09 62.59 335.95 398.54 109.20 289.34
2009-10 289.34 384.4f7 673.81 35324 320.57
2010-11 320.57 579.7p 900.32 448,59 451.73
Total - 1435.27 - 983.54 -

Out of total funds of Out of total funds oR 1435.27 crore received, APDCL could utilise only

T 1435.27 crore received, % 983.54 crore (68.5Ber ceny. Funds remained unspent due to slow progress
APDCL could utilise only of work by contractors, inadequate monitoring bynagement and release of
¥ 983.54 crore. fund by the REC at the fag end of the year.
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Due to inherent
deficiency in the
agreement, APDCL had
to pay avoidable amount
of ¥1.41 crore to the
contractors.

No investigation was
made to identify the
schemes under which the
villages were stated to be
electrified earlier.

Audit Report No.-4 (Commercial) for the year ended 31 March 2011

The following points were further observed in tleicse of audit:
Loss due to excess payment to the contractor

2.10.7 Test check of records revealed that while awardimtracts for five
packages, the supply prices were considered ivelusi excise duty (1¢er
centto 16 per cen}. Subsequently, the rate of excise duty came dionvid

per cent,10 per cent and per centin a phased manner. In the absence of any
clause in the agreement to pay excise duty at lsctRDCL paid excise duty
on supply of materials at the fixed rates agreeshughus, due to inherent
deficiency in the agreement, APDCL had to pay ahnewtise avoidable
amount oR1.41 crore to the contractors.

In reply, APDCL stated that the format of price lsl prescribed by REC did
not have any provision for inclusion of taxes amties separately. The reply
is not acceptable as clause 4.2 of the Special i@omsl of Contract (Volume-

IA) prescribed by REC clearly states that taxes dunties shall not be

included in the quoted price but shall be indicatsparately, wherever
applicable.

Irregular enhancement of contract price

2.10.8 The works under Tinsukia district (Package Il) pvoviding service
connections to BPL households were awarded (Fepr2@07) to ECI
Engineering and Construction Company Limited atoat ©f % 64.66 crore
with the scheduled date of completion by Februab@2 The contractor
informed (October 2009) that 73 villages which weeelier declared in the
DPR as already electrified had no infrastructurealit The concerned
Electrical Circle was directed (October 2009) tonfsh a field report after
survey and also to obtain a certificate from thencesned Deputy
Commissioner (DC) in this regard. However, thedfiehit neither obtained
any certificate from the DC nor furnished field ogfpbut informed (October
2009) APDCL that the villages had no infrastructtweprovide electricity
connection based on contractor’s report. The cotudreestimated (December
2009) an additional amount & 12.46 crore for re-electrification of these
villages. The estimate of the contractor was apguolsy APDCL without
preparing its own estimate based on field survel@btaining certificate from
DC. Further, no investigation was made to identify schemes under which
the villages were earlier electrified. Reasonsafwdl extent to which the earlier
infrastructure was missing also remained unexpthine

In reply, APDCL stated that it did not carry outyaseparate survey as the
concerned villages were declared by Governor asletdrified. The reply is
not acceptable as the Governor’s report indicatedi®ages as de-electrified
in Tinsukia district as on 31 March 2007 which wassidered by APDCL in
preparation of DPR. The additional 73 villages Vishiwere subsequently

" Tinsukia (Package-1), Jorhat {Package 1 & 2A(ii)} andagbht (Package 2A & 2B)
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APDCL did not levy LD,
as it and its field units did

not maintain any

hindrance registers.
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considered de-electrified by APDCL were over andvabthe existing 99 de-
electrified villages and no separate report onwas issued by the Governor.

Delay in handing over of completed villages to sdivisions

2.10.9 Scrutiny of records revealed that all villages vehetectrification
works were completed were not handed over to tepe@ive sub-divisions.
Table-3 describes position of electrification and handowgr of villages in
respect of five districts as on 31 March 2011.

Villages where Villages Percentage
<l Districts DEID @7 B electrification is handed of village
No. order

completed over handed over
1 Kokrajhar| November 2009 25 3 12
o | Karbi January 2009 1414 748 53
Anglong
3 Darrang September 2008 981 533 54
4 Kamrup January 2009 610 385 63
5 NC Hills January 2009 140 89 64

Villages where electrification was completed wei@ handed over to the
respective sub-divisions, mainly because of lackpadper co-ordination

between the contractors and the sub-divisions amdsabmission of records
by contractors in five cases etc. Delay in handiugr has a negative impact
on revenue collection and occurrence of theft etticity also could not be

ruled out. Accepting the facts, APDCL stated tihatré was delay in handing
over of completed villages due to operational aasts like overloading of

transformers, non-charging of 33/11 KV sub-statitm

Non levy of liquidated damages

2.10.10 The clause in the agreement to levy liquidated dp®gLD) on the
contractor for delay on their part is a tool avaidato APDCL for exerting
pressure on the contractor to enable him to adtemeompletion schedule
without justifiable reasons and finally impose tlsame in cases of
unreasonable and avoidable delay. All agreementteraxh with the

contractors, included a clause (No.11) providingléwy of LD at the rate of
0.50 per centper week up to a maximum ofger centof the total value of
contract for non-completion of work due to contom® fault within the

stipulated dates. It was, however, observed thdtdirdistricts involving 61
packages, work was not completed within the sclebdime. Position of
delay in completion of works in respect of 14 didtris given inAnnexure-7.

Proper records are required to be maintained by @PBnd its field units/
divisions to invoke clause 11 of the agreementssupport of delays
attributable to contractors. Though substantialtiporof the delays were
attributable to slow progress of works by contrestdAPDCL did not levy
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LD, as its field units did not maintain any hindcanregisters containing an
analysis of the factors for delay and make the regtdrs accountable. A
sample case is described below, as an illustration.

Work of supply and erection of materials under NCpackage was awarded
(January 2009) & 79.13 crore to Diamond Power Infrastructure Limhigend
the work was scheduled to be completed by July 26itivever, even after
time-overrun of eight months therefrom (31 Marchl®Q the contractor
completed 25.0Q@er centelectrification of un-electrified villages and pided
service connection to 47.4&r centBPL households. The reasons cited by the
contractor, for slow progressz., unapproachable road condition, hilly terrain
and law and order problem were not accepted by APDE any occasion.
Despite unsatisfactory performance of the contra¢io amounting t& 3.96
crore was not levied on the contractor.

In reply, APDCL stated that as REC has extendedctmpletion schedule
upto March 2012, LD shall be levied only after tpatiod. The reply is not
acceptable as the extension given by REC had mptisirdo with delay by
contractor and the extension letter clearly stateat the other terms and
conditions of the contract shall remain unchan@edension of the benefit of
rescheduling of work by delaying levy of LD on c@dtor was not justified.

Non billing of BPL consumers

2.10.11BPL households were to be provided free servicenection under
this Scheme and were to be billed for energy compsiam on monthly basis
Only 23.79per centBPL from the date of providing such connections. Saogutof records at four
households were billed by  electrical sub-divisions revealed that out of 5,BRL households which were
the four sub-divisions. provided service connection up to 31 March 2011y @849 BPL households
were handed over to the sub-divisions of whichydnP37 BPL households
(23.79per ceny were billed by the sub-divisions.

We observed that the main reasons of non-billingr@maining 1,612 BPL
households were:

» The contractor failed to submit the DTR wise listlee BPL consumers to
the sub-division. The list of BPL consumers wassiféed on the basis of
Gaon Panchayats which was not compatible with so#fwn use in the
sub-divisions.

» Lack of proper monitoring and co-ordination amohe tontractor, RE
monitoring officer and sub-division created furtitenfusion for which all
BPL households were not identified even on actugbéction in the field.

» Names and locations of various DTRs could not bsfied due to
inconsistency in DTRs submitted by the contractonf time to time. The
lists of DTRs and BPL consumers were being subohitiethe contractor
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to the sub-divisions directly without being chansed through the RE
monitoring officer of respective package.

Restructured Accelerated Power Development RefoRnsgramme

2.11 The GOI approved the Accelerated Power DevelopnfRetorms

Programme (APDRP) to leverage reforms in power osetitrough State
Governments. This scheme was implemented by theepsactor companies
through the State Government with the objectivesupfgradation of sub-
transmission and distribution system including ggeraccounting and
metering under financial support provided by GOI.

In order to carry on the reforms further, GOI laled the R-APDRP in July
2008 as a Central Sector Scheme for XI Plan. InStete of Assam, the
R-APDRP scheme was sanctioned (September 2008)eb@®I. The scheme
comprised two parts: Part A with the objective sfablishment of IT enabled
system for achieving reliable and verifiable baseldata system in all towns
besides installation of SCADMistribution Management System for which,
100per centloan was provided which was likely to be conveiitgd grant on
completion and verification of same by third pamylependent evaluating
agencies and Part B that dealt with strengthenirexisting sub-transmission
and distribution system and up-gradation of prgjeCiur scrutiny of records
revealed the following:

Establishment of IT enabled system

2.11.1 The Power Finance Corporation (PFC) appointed AP nodal
agency for establishment of IT enabled in Decemd@d9 at a cost of
< 173.18 crore for 66 towns afd).60 crore for another town in August 2010.
APDCL signed a memorandum of agreement with PFAQ®mMarch 2010.
The standard scheduled completion period of the R& 24 months from the
date of sanction i.e., December 2011. PFC rele#isedirst instalment of
% 51.54 crore to APDCL on 17 March 2010, which, hogrevdid not make
any progress in implementation except appointmentTo implementing
agency (Tata Consultancy Services Limited, Mumlain cost oR 215.32
crore in July 2011. The delay in appointment infiplementing agency was
due to filing (January 2011) of Court case by orssatisfied bidder and its
subsequent award (June 2011) by the Court in fawsbAPDCL and delayed
decision (February 2010) of GOI to set up a comiarta Centre and Data
Recovery centre for all North-Eastern States.

" Supervisory Control And Data Acquisition — It generally refers to industrial control
systems: computer systems that monitor and control indumfrastructure or facility-based
processes.
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SCADA project

APDCL appointed (24 December 2010) Tata Consulkngineers Limited

(TCEL) at a contract price & 29.56 lakh for implementation of SCADA
system in Guwabhati city. As per LOA, DPR was todubmitted within 75

days (.e. by 9 March 2011), whereas the consultant subditte final DPR

in July 2011. The delay in submission of DPR was ttudelay in signing of
contract by TCEL and incorporation of several migdiions to rectify the

discrepancies in the DPR noted by APDCL.

Strengthening of sub-transmission and distributigystem under Part B of
the project

2.11.2 APDCL appointed (June 2010) National Power Trainingtitute

(NPTI) for preparation of DPR for 66 towns and adtemcy services at a
negotiated rate of 1.40 crore without inviting tender for Part-B diet

scheme. NPTI was required to submit the DPR by i@at8010 but submitted
the same only in May 2011. The reason for delaguibmission of DPR was
mainly non-submission of details of ring fencing AyDCL, i.e., mapping of

the 11KV feeders with both rural and urban loadsaiparticular town/city
under the project implementation area which was ra-requisite for

implementation of Part-B of the project. APDCL sthtthat all DPRs have
since been prepared and submitted to PFC for sgrudind approval
(September 2011).

Assam Bikash Yojana

2.12 GOA launched a scheme ‘Assam Bikash Yojana’ (ABYRD07-08.

It sanctioned and released an amoun® df65.31 crore during 2007-10 in
favour of APDCL for carrying out works relating toonstruction of
distribution lines, sub-stations, installation cdrisformers and energy meters
etc. The year-wise break-up of funds received atdaa financial progress
made there against were as givei able-4.

(X in crore)
Year Amount Amount of works Actual Percentage
sanctioned and awarded by financial progress w.r.t.
released by the APDCL progress as on| works awarded
GOA March 2011
200708 52.72 62.0¢ 43.9¢ 70.8(
2008-09 67.11 36.36 21.49 59.10
2009-10 45.48 34.81 13.32 38.26
Total 165.31 133.26 78.77 59.11

As against the total fund & 165.31 crore received from GOA, APDCL
awarded works valuing 133.26 crore only, as on 31 March 2010. This was
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because the tendered cost was much lower thanstimeaged/approved cost.
Financial progress ranged between 3g&6centand 70.8(er centReasons

for slow progress were delay in award of work aethg on the part of the
contractor in completion of the work.

Our examination of the implementation of the scheevealed the following:

APDCL invited (January 2008) a limited-tender andaeded (July 2008)
works valuingZ 7.36 crore under three packages to the lowestebihri
Gopikrishna Infrastructure Private Limited, Hydesdl(SGIPL), which was to
complete and commission all works within Januar@®0t was, however,
noticed that SGIPL completed erection of 1784 w2656 PSC poles (Under
3 Packages) till April 2011 and since then, the ksowere held up due to
‘right of way’ (ROW) problem. As the project was thoompleted as per
scheduled date (January 2009), APDCL failed toea@hihe intended benefit
of ¥ 4.02 crore by way of reduction in technical lossssprojected in the
DPR. Further, there was delay of four months byditractor in submission
of GTP of material and drawings which was in tuduye to delay in
completion of survey. The contractor also startddr€h 2009) procurement
of material only after scheduled completion dade January 2009. Although
LD was recoverable at the rate of quer centper week of the contract price
or part thereof for delay by contractor subjectntaximum of 10per cent
APDCL did not invoke the aforesaid clause.

In reply, APDCL stated that it had not yet sorted e problem of ROW and
as a result, imposing LD was not considered and tiwre is scope for
deduction of LD from retention money and erectiayment if the delay was
due to contractor’s fault. The fact remains thatli®d was imposed to the
extent of delay that had already occurred dueedahlt of the contractor.

Undue benefit to the contractor

2.12.1 As per work order, the contractor was to supply Ri#vof AAAC
Wolf Conductors at quoted rate 3f1.29 lakhper km. Scrutiny of records
revealed that the contractor supplied (March 2008) km of conductors
which were below the standard specification meriibim bid documents.
APDCL had, without verification of correspondingea@f conductors actually
supplied, released payment at approved rates. résigdted in extension of
undue financial benefit to the tune1.60 crore to the contractor.

In reply, APDCL stated that these being turnkeytmts, evaluation with
reference to market rates was not made; it hadeoted and tested the
material at manufacturer’s workshop and approvedsgecification.

Reply was silent on the fact that the rates wetenagotiated with the supplier
for ensuring that supply of materials was not beltve specification
mentioned in the bid document.
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2.12.2 A provision of% two crore under ABY was made in the DPR for
2008-09 towards procurement of 148 DTRs of 100 K¥d#pacity for up-
gradation and augmentation of the Distribution NetwSystem under 4
electrical circles. The cost estimate for one #1KYV, 100 KVA DTR was

I 2.39 lakh. As per the technical parameters spekifiethe bid document,
the ‘Full Load Loss and No Load Loss’ of the tramsiers should be 1240
Watts and 180 Watts respectively. On the basisowfest quoted rates,
APDCL placed (March 2009) purchase orders on 4egdfit contractors for
the above 4 circles at unit prices ranging foh 19 lakh t& 1.55 lakh.

Our examination of records revealed that the cotdrasupplied DTRs from
approved local manufacturers with lower specifmagi (Full Load Loss-1760
Watts and No Load Loss-260 Watts), than the stahdsecification
mentioned in the bid documents ostensibly on adcotimon-availability of
DTR of specified rating. We noticed that APDCL hpadrchased DTRs of
similar specification from the approved local mauérers under the same
scheme a¥ 81,050per DTR. APDCL, however, did not claim the benefit of
corresponding price reduction for DTRs that weréowethe bid specified
standards from the contractors. This resulted iterekng undue financial
benefit to the contractors to the tun&@1.74 lakh.

APDCL in its reply stated (August 2011) that theder specification was
prepared considering specification of 3 star r&@&s while the estimate was
prepared on the old approved rate of earlier sipatibn. Further, it stated that
the specified parameter in the bid was for 63 KVAR3 which were
incorrectly printed as 100 KVA. The reply is notneincing as even the
estimated cost of 100 KVA DTRs procured was taket 239 lakh instead of
< 0.81 lakh which was the rate of the 100 KVA DTR#he relevant time. The
fact, therefore, remains that APDCL purchased 100AKDTRs of lower
specification at a higher rate, which could haverbeavoided through a
corrigendum in the work order and negotiating thiegoon realisation of the
deficiency or incorrectness in estimates.

Consumer metering |

2.13 The Electricity Act, 2003 envisages 108r centconsumer metering.
AERC introduced (May 2005) the ‘Jeevan Dhara’ catggf consumers in
lieu of rural un-metered category and directed ARDE& complete 10(er
centmetering, within three months i.e., by August 2005.

APDCL took up (May 2006) the work of 1Q@er centmetering under the
Assam Power Sector Reforms Programme financed lignABevelopment
Bank (ADB), which sanctioned (March 2006) an amanfri 89.66 crore. The
work order for supply and installation of metersavissued (May 2006) under
three packages at a total cos€@9.66 crore for 3,72,185 meters scheduled to
be installed/completed by November 2007. The stafuschievement of
metering of all consumers (of various categorieshhie State is indicated in
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Annexure—8. We noticed that APDCL attained metering of onk;8B,712
consumers (93.2@8er cen} against total number of 19,13,396 consumers as on
31 March 2011 thus failing to comply with the diieas of AERC for 10(er
centmetering till date (September 2011).

Further examination of records in respect of thevabwork revealed the
following:

Purchase of meters at higher cost

2.13.1The work orders for supply of meters were issuedhtee different
contractors at different rates for the same capaifitmeters as detailed in

Table-5
Name of the supplier | Single phase meter 3 Phase (5-20 A) 3 phase CT meter
meter
Nos Rate/Unit Nos Rate/Unit Nos Rate/Unit
() ()] )
Secure Meters (Pkg-1) 145515 1850 7640 4495 800 12081
HPL Socomoc (Pkg-1)| 110013 1800 5090 450( 60D 10800
L&T (Pkg-III) 96522 1950 5405 4816 600 10266
Total | 352050 18135 2000

The rate paid to the contractors was in the rarfg& 9,800 to¥ 1,950 for
Single Phase meter¥,4,495 to 4,816 for 3 Phase meters atid.0,266 to
3 12,031 for 3 Phase CT meters. Though the rate dumtehe contractors for
meters of similar specification under various pagsdiffered substantially,
APDCL did not compare the rates and negotiate thighcontractors to bring
the rates to the lowest level. This inaction of ARDled to an avoidable loss
of ¥ 2.52 crore against the supplies made by the thuppliers of electricity
meters.

APDCL, in reply, stated that the difference in rates due to supply of other
assorted items like MCCB meter seal, switch boxCP&able, etc. It also
stated that meters were not of identical ratingalbthe three packages and the
terrain of the works was also considered while @atithg the price. The reply
is not acceptable as the comparison is made obabis of ex-work price of
meter and included all the required assorted itelhsters of even lower
weight were procured at higher price. Further, ¢éfements of freight and
insurance which were different depending on distaaied condition of sites
were excluded by us, while comparing the pricesefers.

Observations on installation of meters

2.13.2 Details of physical target and achievement of niegemunder the
project based on the information furnished (2019)the field units are
depicted inTable-6.

35



Audit Report No.-4 (Commercial) for the year ended 31 March 2011

Al
O

Purpose of meter | Single phase mete 3 Phase (-20 A) 3 phase CT Total
installation meter operated meter
Target | Achieve | Target | Achieve | Target | Achieve | Target | Achieve
ment ment ment ment

Un-metered 42187 10465 1800 157 3 39 43985 10661
Stop/Defective 284197 290462 10709 12158 594 126295500 303882
New Consumers 25671 18339 566 1989 1403 21732700 20545

Total 352050| 319266 18135 14304 2000 1518 | 372185| 335088

Shortfall in achieving the target was mainly dued&ay in submission of
drawings, meters not conforming to the specificatipublic protests etc. The
contractors also failed to replace 4,137 (Singlaseh 3,417, 3 Phase: 681 and
LTCT: 39) meters valuin@ 96.12 lakh, which were found defective after
installation. It was observed that there was nmmetiation between the
number of meter installed as per field units anadheffice. As per field units
meters installed by contractors were 3.11 lakh asgher head office, it was
3.27 lakh meters installed. APDCL failed to rect¢mahe figure till date
(August 2011).

APDCL stated (August 2011) that the vendor instaBe27 lakh meters and
receipt and replacement of defective meters wasndirzious process and
these were handed over and taken over locally eatcitle level at regular
intervals. Further, there is no monitoring at @rtdvel and sub-division level
for replacement of defective meters by the contract

Delay in replacement of stopped/defective meters
Scrutiny of records at electrical sub-divisionye@ed the following position:

2.13.3 As per AERC Regulation, APDCL shall replace steféctive meters
within a maximum period of 30 days from the date which meter is
found/reported defective. Test check of replacen@nt95 stop/defective
meters in 11 electrical sub-divisions revealed yeknging from 2 days to
1975 days in replacing the meters.

Further, there were 14,088 stop/defective meter&linsub-divisions as on
May 2011, which were yet to be replaced. The maason for non-
replacement of meters was shortage of meters, &3CAFHailed to comply

with the directives of AERC and maintain the resestock of meters. The
consumers were provisionally billed on averagesasi

Operational efficiency

2.14 The operational performance of APDCL can be judgedhe basis of
availability of adequate power for distribution,eagiacy and reliability of
distribution network, minimizing line losses, ddten of theft of electricity,

etc Results of examination in audit of these areasdiscussed in the next

page:
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Transmission & Distribution Losses

2.14.1The distribution system is an important and esakfitik between the
power generation source and the ultimate consunfeelectricity. For
efficient functioning of the system, it must be @l that there are minimum
losses in sub-transmission and distributing theqroWhile energy is carried
from the generation source to the consumer, sonegenis lost in the
network. The losses at 33 KV stage are termed hgransmission losses
while those at 11 KV and below are termed as thistion losses. These are
based on the difference between energy receivad {pg by the Distribution
Company and energy billed to consumers. The peagenof losses to
available power indicates the effectiveness ofrithistion system. The losses
occur mainly on two countse., technical and commercial. Technical losses
occur due to inherent character of equipment usedtransmitting and
distributing power and resistance in conductorough which energy is
carried from one place to another. On the othadhaommercial losses occur
due to theft of energy, defective meters and drafvahmetered supply.

Table-7 indicates the status of energy losses in the Stmta whole for last
five years upto 2010-11.

(In Million Units)

SI.No Particulars 2006-07| 2007-08| 2008-09| 2009-10| 2010-11

1. Energy purchased 3344.31 371748 3975.06 4391.98 4741.51
2. Energy sold 2244.33 2496.43 2797.p9 3247.32 3535.43
3. Energy losses (- 2) 1099.9¢ | 1221.0¢ | 1177.4° | 1144.6¢ | 1206.0¢

4. Percentage of ener¢| 32.8¢ 32.8¢ 29.62 26.0¢ 25.4¢

losses fer ceny {(3/ 1) x
100}

5. Percentage of lossi| 27.3¢€ 25.0¢ 24.2¢ 22.65 21.6(
allowed by AERC fger

cen)
6. Excess losses (in MU: 184.9¢ | 289.8. | 213.9. | 149.8¢ | 181.9:
7. Average realisation rate4.55 473 4.60 4.33 4.41
per unit (in%)
8 Value of excess losses | 84.17 137.08 | 98.40 64.90 80.22

(Zin crore) (6 x 7)

Losses in energy distribution thus ranged betweed42and 32.8er cent
during the last five years ending 31 March 201lexteeded the norms
approved by AERC by 149.88 MU (3.4er cen} to 289.82 MU (7.8(er
cen) in the review period. We noticed that long lengththe feeders, non-
installation of capacitor banks, low power facton-metered consumers and
theft of electricityetc.had contributed to energy losses.

APDCL, in reply, stated that it had taken variotisps for improvement of
sub-transmission and distribution losse&. addition of transformation
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capacity as per ih7report of Electric Power Survey Committee, insi#din of
meters for un-metered consumers, replacement pfdefective meters and
reduction in theft cases. However, the fact remdias APDCL was yet to
achieve AERC norms for energy losses.

Performance of Distribution Transformers

2.14.2AERC has fixed the norms for failure of DTRs in tisiff orders. The
percentage of failure of DTRs ranged between fditcentand 8.43per cent,
it was within norms approved by AERC (p@r cen} during the period 2006-
11. Cause-wise analysis of failure of DTRs revedlt the percentage of
failure due to over-loading ranged between 10.994t63per centduring the
period as shown imable-8

Year Total Number of DTRs | Number of failures due to Percentage of
failed during the year over-loading failures due to
over-loading
2006-07 1985 276 13.90
2007-08 2276 333 14.63
2008-09 2136 299 14.00
2009-10 2092 230 10.99
2010-11 2921 358 12.26

Analysis of DTR failure reports of four electricatcles revealed that out of
319 failed DTRs, 104 DTRs (i.e., 32.@@r cent)had failed on account of
lightening which could have been avoided througstalation of lightening
arrestors which were either not provided or progidéth damaged ones.

In reply, APDCL stated that action was being takermake the protective
devices healthy so as to reduce the failure of D&RS also stated that the
feasibility of installation of lightening arrestoshall be determined, in due
course.

Capacitor Banks

2.15 Capacitor bank improves power factor by regulatimg current flow
and voltage regulation. In the event of voltagdirfgl below normal, the
situation can be set right by providing sufficieapacity of capacitor banks to
the system as it improves the voltage profile aatlices dissipation of energy
to a great extent thereby saving loss of energyD@P had installed 5,685
capacitor banks of various capacities in 93 eleatrsub-divisions out of 154
electrical sub-divisions, with a total installedpeaity of 79.122 MVAR
(Mega Volt Ampere Reactive Power). Based on thal totamber of DTRs as

" Excluding failures due to manufacturing defects
"6 KVAR (2,569), 9 KVAR (1,566), 27 KVAR (1,332), 60 KVAR (199d90 KVAR (19).
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on March 2011, the actual requirement of capadigorks to be installed was
341.88 MVAR. Thus, there was significant shortf#ll262.758 MVAR in the

capacity of capacitor banks. A test check of 1&tekal sub-divisions, we
observed that no capacitor bank was installed irel&8trical sub-divisions
and in the remaining 5 sub-divisions; though thesee installed the same
were not in working condition.

Commercial losses

2.16 Principal commercial losses related to consumeernmg and billing
besides pilferage of energy. While various deficies relating to billing and
metering works have been commented paragraphs 2.18.6 and 2.13
respectively, the other deficiencies/observatiaiating to commercial losses
are discussed below:

High incidence of 11 KV feeder loss

2.16.1Gist of the analysis of seven electrical circleseggards 11 KV feeder
losses for 2010-11 is given Trable-9.

Total
Name of the Circle No.. (.)f.Sub- No. of T&D Loss above Range
Divisions 11 KV 28.18per cent of loss
Feeders
Bongaigaon 9 43 38 30-90
Rangia 4 24 23 29-49
Sibsags 7 25 13 28-48
Jortat 13 111 99 29-71
Kokrajhar 10 32 27 30-77
GEC-II 7 40 27 29-79
Kanch 8 40 36 29-94
TOTAL 58 315 263 29-94

Out of 315 feeders, the losses were above the gatgréoss of 28.1Ber cent

in 263 feeders (83.48er cenj for 2010-11. Further, in 110 feeders, the losses
were abnormally high in the range of 50 to@t centin five circles (except
Rangia and Sibsagar). The reasons for losses wegelihe length of 11 KV
feeders, theft of energy and inadequate prevemiggtenance of the lines.
APDCL did not analyse the causes of high loss @s¢hindividual feeders so
that effective steps could be taken to controlitisses in a phased manner.

APDCL, in its reply, stated that it had taken stepanalyse the causes of high
losses in individual feeders but the actual losslccanot be ascertained
because of supply of power/energy to BPL consuraacs subsequent non-
billing of BPL consumers.
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High incidence of theft

2.16.2Substantial commercial losses are caused due ftoofhenergy through

tampering of meters by the consumers and unaugdtbtepping/hooking by
the unscrupulous persons/organisations. As peiddet85 of Electricity Act,

2003, theft of energy is a punishable offence. Ergets for checking, theft
cases, assessed amount and amount realised themestagre given in
Annexure-9

Our examination revealed that the percentage atkihg to total consumers
ranged between 0.31 and 0@ centwhich cannot be considered adequate

Further, against the target 3f6.18 crore for realisation of assessed amount,

APDCL realise® 5 crore.
Performance of Raid Teams

2.16.3In order to minimise the cases of pilferage/losewérgy and to save
APDCL from sustaining heavy financial losses o1 #écount, Section 163 of
Electricity Act, 2003, provides that the licenseaynenter in the premises of a
consumer for inspection and testing the appars&®HCL has a Vigilance
Cell headed by a retired Superintendent of Polizktatal staff strength of 10
personnel for this purpose but it did not set amget for raids to be conducted
by the raid team. The number of raids conducteinguhe period 2007-11
ranged from 1,690 to 3,247 against a total of 19akh consumers as on
March 2011. The outcome of the raids conducted alss not monitored by
the Vigilance Cell.

Financial Position and Working Results

2.17 One of the major aims and objectives of the NE€nisuring financial
turnaround and commercial viability of electric#gctor.

2.17.1 The summarized financial position of APDCL for tfiee years
ending 2010-11 are given Trable-10

( in crore)
Particulars | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11
A. Liabilities Provisional
Paid up Capital 162.77 162.77 162.7) 250.81 250,81
Reserve & Surplus (including
Capital Grants but excluding 599.43 766.86 1421.1f7 2069.01  2730}48
Depreciation Reserve)
Borrowings (Loan Funds)
Secured 16.89 23.91 42.6¢ 54.41 42.%8
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Particulars 2006-07 2007-08 2008-09 2009-10 | 2010-11
A. Liabilities Provisional
Unsecured 462.69 724.4Q 611.9¢ 693.97 793.82
Current Liabilities & Provisions 902.61 1022.53 1400.211 2041.132317.87
Total 2144.39 2700.47 3638.78 5109.33| 6135.55
B. Assets
Gross Block 853.47 984.92 1518.98 1632.07 1780.47
Less: Depreciation 562.20 622.98 676.79 742.(5 82[3.03
Net Fixed Assets 291.27 361.94 842.14 889.82 95[7.44
Capital works-in-progress 916.60 947.9D 597.50 925,94 1161.24
Investments 121.01 87.75 - - -
Current Assets, Loans and Advances 672.61 108406 1933.68 2712.0987.26
Accumulated losses 142.90 218.8p 265.46 582,03 1029.61
Total | 2144.39 2700.47 3638.78 5109.33 6135.55
Debt : Equity 2.95:1 4.60:1 4.02:1 2.98:1 3.33:1
Net Worth” 19.87 -56.05 | -102.69 | -331.22 | -778.80
It may be seen from the above that the accumullisses increasetly
% 886.71 crore from 142.90 crore in 2006-07 $1,029.61 crore in 2010-11.
Further, the debt-equity ratio ranged between 2.961d 4.60:1 during the
same period. Increase in debt-equity ratio in 201@&s compared to 2006-07
was due to increase in unsecured loans.
Working Results
2.17.2 Details of working results including cost of elédty vis-a-vis
revenue realizatioper unit therefrom are indicated rable-11.
Table-1
(X in crore)
Sl.No. Description | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11
1. Income
(i) Revenue fronSale of Powe 1020.8: 118189 1286.2( 1407.9¢ | 1559.6¢
(ii) Other income including interest 37.22 380.88 403.94 146.05 470.51
Total Income 1058.04| 1562.77| 1690.14| 1554.04| 2030.19
2. Distribution (In MUs)
(i) Total power purchased 3344.31 371748  3975.06 4391.98 4741.51
(i) | Less: Su-transmission & 1099.98 | 1221.05| 1177.47 114466  1206|08
distribution losses
Net power sold 2244.33  2496.43  2797.59 3247|132  3535.43
3. Expenditure on distribution of electricity
(a) Fixed cost
(i) Employees co 229.4¢ 290.9¢ 329.4¢ 357.9¢ | 391.2¢
(i) Administrative and General expen 12.42 12.5¢ 11.9( 20.1: 16.8¢

" Net Worth = Paid-up Capital — Accumulated losses
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SI.No. Description 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11

(iii) Depreciatiol 28.1¢ 41.8¢ 54.57 63.14 78.27

(iv) Interest and finance charges 42/41 56.37 66.77 68.59 [6.73

(V) Other Expenses 13.15 18.94 435 9199 4.22
Total fixed cost 325.65 420.63 467.03 519.83 567|35

(b) Variable cost

(i) Purchase of Pow 598.4¢ 966.3¢ 939.2: 1020.2° | 1530.2¢

(i) Transmission/Wheeling Char¢ 181.1¢ 216.1¢ 33542 301.47 | 341.2:

(ii) Repairs & Maintenance 21.91 22.96 28J16 31{.04 36.92
Total variable cost 801.53  1205.50 1302.81 1352{79 1908.39
Total cost 3(a) + (b) 1127.18| 1626.13| 1769.84| 1872.62| 2475.73
Realisation¥ per unit) 4.71 6.26 6.04 4.79 5.74
(including interest)
Realisation from sale of enel 4.5k 4.7% 4.6( 4.3: 4.41
Fixed costT per unit) 1.4¢ 1.6€ 1.67 1.6C 1.6C
Variable cost3 per unit) 3.57 4.8: 4.6¢€ 4.17 5.4C
Total costper unit (in%) (5+6) 5.02 6.51 6.3< 5.77 7.00
Contribution (4-6) X per unit) 1.14 1.43 1.38 0.62 0.3¢4
Profit (+)/Loss(-) per unit (-)0.31| (-)0.25 (-) 0.28 (-)0.98| (-)1.26
(inX) (4-7)

There was a revenue gap 3f69.14 crore in 2006-07 which increased to
3 445.54 crore in 2010-11. Though the realisafi@n unit increased from
% 4.71 toX 5.74 (21.87per cenj during the period covered in this audit, the
cost per unit increased fron¥ 5.02 toX 7.00 (39.44per cen} during the
corresponding period. The fall in realisatiper unit from< 6.04 (2008-09) to

I 5.74 (2010-11) was mainly because of decreasehearahcome. Further,
contributionper unit had decreased by 70.a8r centduring the period 2006-
2011.

2.18 Financial viability was generally influenced byrieaus factors such as:
(a) Timely revision of tariff;
(b) Adequacy of revision of tariff to cover the costopieration;
(c) Disallowance of expenditure;
(d) Cross subsidization policy of the GOA and its inmpéatation;
(e) Financial Management; and
() Revenue billing and collection efficiency.
Each of these factors is discussed in the follovpaggraphs.
a) Timely revision of tariff

2.18.1 The tariff structure of the power distribution Coamy(s) is/are
subject to revision as approved by the respectsR S after the objections, if
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any, received against Annual Revenue RequiremeRR}Apetition filed by
them within the stipulated date are consideredhey AERC. APDCL was
required to file the ARR for each year 120 daylethe commencement of
the respective year. AERC accepts the applicatidad f with such
modifications/conditions as may be deemed just apdropriate and after
considering all suggestions and objections fromipwnd other stakeholders.
Table-12 shows the due date of filing ARR, actual date ibhd, date of

approval of tariff petition and the effective dafethe revised tariff.

Year Due date of | Actual date of | Delay Date of Effective
filing filing in days approval date
200¢-07 1 Decembe | 11 April 2006 131 28 April 1 August
2005 (Revised) 2006 2006
2007-08 1 December| 5 April 2007 94 12 20
2006 (Revised) September | September
2007 2007
2008-09 1 December| 8 April 2008 372 24 July 2009 1 August
2009-10 2007 2009
2010-11 1 December| 15 February 74 16 May 2011 24 May
2009 2010 2011

From the above table, it may be seen that the del&ing of tariff petition
ranged between 74 days and 372 days which consiyudglayed the
approval of ‘Tariff Order’ of the respective year RERC. The delay in filing
of ARR was mainly due to non-preparation of annaetounts, delay in
approval of earlier year’s tariff etc. An amount56.66 croreX 5.05 crore,

< 53.88 croreX 19.28 crore and 78.21 crore could not be recovered by
APDCL during 2006-07, 2007-08, 2008-09, 2009-10 a@810-11
respectively, due to delay in submission of tapitition by APDCL and its
approval by AERC.

Some of the amounts which could have been recoviémexligh truing-up
petition subsequently, inspite of delayed submissod tariff petition to
AERC, and their position were as follows:

(i) Against actual increase &f0.05 toZ 0.50per unit under various categories
of consumers in tariff order 2006-07, APDCL claim@kecember 2008) an
average increase & 0.15 per unit in its truing-up petition which was
approved by AERC af 3.74 crore. Thus, due to incorrect lower claim,
APDCL lost¥ 1.92 croreY 5.66-X 3.74).

In reply, the management stated that the claim masgle on the basis of
average increas& (0.06) per unit. The fact remains that APDCL had not
considered the actual increase in tariff while rolaig the amount receivable
due to delay in approval of tariff.

(i) Though APDCL submitted (February 2010) itsitigtup petition to AERC
for 2007-08 and 2008-09, it failed to claim recgvef loss amounting to
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% 58.93 crore due to delayed implementation of ftaiiihus, AERC did not
consider this aspect in its truing-up exercise. eloav, APDCL filed a review
petition for recovery of the amount.

(i) APDCL did not file (September 2011) its trgrup petition for 2009-10
and 2010-11, due to non-finalisation of Annual Accts.

b) Adequacy of revision of tariff to cover the costaperation.

2.18.2 Examination in audit revealed that the extent offtavas lower than
breakeven levels (in percentage terms) of revernua fale of power at the
present level of operations and efficiency for thst five years ending 31
March 2011 as shown ifable-13.

able-1
(% in crore)
Year Sales Variable Fixed costs | Contribution Deficit in Deficit as
(excluding costs recovery of | percentage
subsidy) fixed costs of sales
_ — (7)={(6)/

(1) (2 (3 (4) ®)=@2-03)| 6)=4) -5 (2)} X 10C
2006-07 1,020.87 801.53 325.65 219,29 106.36 10.42
2007-08 1,181.89 1,205.50 420.63 -23/61 444,24 37.59
200¢-09 1,286.2( 1,302.8: 467.0¢ -16.61 483.6¢ 37.6C
200¢-10 1,407.9¢ 1,35279 519.83 55.20 4€4.63 33.0C
2010-11 1,559.69 1,908.39 567.35 -348|71 916.06 58.78

Reasons for fall in per
unit of revenue from sale
of power were failure to
attain “sales-mix” and
non-achievement of the
target sub-transmission
and distribution loss as
approved by AERC.

APDCL thus could not contribute towards its fixezstin any of the years and
also failed to recover the variable cost in 2007-2808-09 and 2010-11.
Though there was an increase of 50 to 70 ppe&yaunit in the tariff, the
realisationper unit from sale of power decreased fr&m.55 toI 4.41 during
the period 2006-11. Reasons for fallp@r unit of revenue from sale of power
were failure of APDCL to attain category-wise ‘safaix’ approved by AERC
and non-achievement of the target of sub-transomsand distribution loss as
approved by AERC, which in turn, were due to nohiageement of targets
emphasised in the various schemes as discusgaglagraphs2.10 to 2.12

Though it appeared that the tariff was on loweesdd may require revision
for recovery of costs, it may be mentioned here tiiia same could be brought
down by improving operational efficiency, viz., tedion in/control on AT&C
losses, conversion of LT lines to HT lines, metgriof unmetered
connections/defective meters, improving billing amilection efficiency, etc.
which have been discussed separately in the rdpanther, reduction of cross
subsidisation among various categories of consumaght also help in
improving the position as discussecperagraph2.18.4
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c) Disallowance of expenditure

2.18.3 The cost parameters are approved by AERC on thie bashe data
available at that time. In case the actual coseeds the approved cost, there
is no mechanism to recover the excess expenditutbat year as the tariff
cannot be amended more than once in a yepeaSection 5.1 of the terms
and conditions for determination of Tariff Regubexj 2006 of AERC. The
distribution licensee thus submits the ‘truing yg@tition in the subsequent
ARR based on the actuals. AERC analyses the sasedhban the Annual
Audited Financial Statements and allows/disalloles tecovery of the actual
expenditure through the present tariff, subjectptadent checking. While
issuing orders on the APDCL'’s ‘truing up’ petitioAERC disallowed the
following expenditure:

(i) ¥ 18.89 crore (2006-07), being interest on GeneraviBent Fund (GPF)
contribution of employees as APDCL had failed teate separate GPF
Fund and ensure investment of the same.

(i) Power purchase cost &f89.41 (2006-07% 59.88 crore, 2007-0& 21.70
crore and 2008-0% 7.83 crore) due to failure of APDCL to achieve the
‘T&D’ loss approved by AERC for the respective ygar

(iii)Excess Repairs and Maintenance and Adminisiat& General
expenditure oR 10.60 crore (2007-09) on the ground of that thesee
controllable items.

(iv) Expenditure of 40.62 crore (2007-09) as interest on loans fronAG@s
disallowed by AERC as APDCL failed to submit docuntaey evidence to
establish the fact that the loans were utilisecréate assets.

Thus, due to delay in filling of ARR, inefficiencgnd non-maintenance of
proper records, APDCL suffered an irrecoverable € 159.52 crore.

In reply, APDCL stated that against the averagees®e oR 0.06 per unit it
considerecR 0.15 per unit for 2006-07. Further, it stated that ‘truing-
exercise is carried only after annual accountspaepared. The reply is not
convincing as it failed to claim its loss on thesisaof actual figures available
and even for the period (2006-07 to 2008-09) foriclwhaccounts were
available, APDCL could not recover the losses duéstinefficiencies.

d) Cross subsidization policy of the Government atgdimplementation

2.18.4 Section 61 of Electricity Act, 2003 stipulatesattithe tariff should
progressively reflect the average cost of supplg¢8) of electricity and also
reduce cross subsidy in a phased manner as spebyieAERC. National
Tariff Policy (NTP) envisaged that tariff of alltegories of consumers should
range within plus or minus 2per centof the ACoS by 2010- 2011. The
position of cross-subsidies provided to various scomers is depicted in
Annexure-10Q
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It may be seen from the Annexure that consumersmudeéevan-Dhara,
Domestic-A, Agricultural, Rural Small IndustriesdatdT Small Industries
categories were provided subsidy by APDCL in exoes0 per centof
ACoS during 2009-10. The subsidy provided to thesmsumers also
increased in 2009-10 as compared to 2006-07. RurkieDCL recovered
from the consumers under Commercial, Tea, Coffdeukber and Oil & Coal
categories, in excess of 2@r centof ACoS during 2009-10. The recovery
percentage from these consumers also increased0@ 10 as compared to
2008-09. This clearly indicates APDCL’s failuredomply with the directives
of the NTP, by adopting a tariff structure throwghich the burden of revenue
realisation from the consumers could be equitaldiriduted.

e) Financial Management

2.18.5 Efficient fund management serves as a tool for sieci making,
through optimum utilisation of available resour@e=l timely borrowings at
favourable terms. Financial management includesme® collection, billing,
borrowings, grants, transfer of funds, interesowecy/payments, restructuring
of loans, security deposits, bank reconciliatiod ather related transactions.

We observed that the borrowed funds increased %@9.58 crore in 2006-
07 toX 836.40 crore (74.4Per cenf in 2010-11. APDCL could not generate
any cash and cash equivalent from its operatingiges which indicated its
over dependence on borrowed funds. Therefore, tisee urgent need to
optimize internal resource generation by improvimitling and collection
efficiency, vigorous persuasion of outstanding goweent dues, reducing the
T&D loss etc. An instance of imprudent financialmagement is described in
paragraph2.18.5.1

2.18.5.1GOA sanctioned (January 2007) loan%oflL crore to APDCL for
implementation of a scheme ‘Individual metering Tega Garden Labour
Quarter’. Under the scheme, 50 gardens with 13JaBOur quarters in 9
districts were proposed for providing hybrid elecic meters with
mechanical counter display. APDCL recei®d crore from GOA in March
2007 for the purpose. APDCL invited a limited tenda 28 August 2007 for
procurement of 6,000 single phase hybrid electromaters with mechanical
counter display, but cancelled the tender on 28ebdxer 2007 as Central
Electricity Authority stipulated installation of tnstatic meters with LCD
display. No progress was made towards procurementeters and the fund
was kept idle in APDCL’s current account. Thus, exessary drawal of loan
fund and its non-utilisation led to APDCL burdenigelf with an avoidable
interest liability oR 42 lakh to GOA (10.5@er centon¥ 1 crore for 4 years).

f) Revenue billing efficiency
2.18.6 As per AERC Regulation, APDCL is required to armarig take the

reading of energy consumption of each consumeheatenhd of the notified
billing cycles and issue bills to consumers forsanption of energy. Sale of
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energy to metered categories consists of two patsmetered and assessed
units. The assessed units are those where metingea not available due to
meter defects, door lock etc. Billing of all thensamers was being done at
sub-division level. All consumers were being bilted monthly basis.
The efficiency in billing of energy lay in distriban/sale of maximum energy
to consumers. The position of billing and assessées is given iTable-14

(Figures in MUS)

Sl.No. Particulars 2006-07| 2007-08| 2008-09 | 2009-10 | 2010-11
1. Energy available for sale 3344.831 3717(48 3975.06 4391.98 .54741
2. Energy sold 224438 2496.43 2797/59 3247.32 3535.43
3. Free supply Nil Nil Nil Nil Nil
4, Energy billed 1912.96 2372.20 255219 3020.56 3280D.79
5. Assessed sal 331.37 | 124.2¢ 245 .4( 226.7¢ 254.6¢
6. Assessed sales 17.3: 5.2¢ 9.62 7.51 7.7¢€

percentage of metered sales

It would be seen from the above that energy billeding 2006-11 ranged
between 85.2¢er centand 95.02per centof the total energy sold. Further,
assessed sales were within the norm opé&Ocentallowed by AERC except
in 2006-07.

Some instances of undue favour extended to consunmgiced during audit,
are described iparagraphs2.18.6.1 to 2.18.6.3

Incorrect application of tariff

2.18.6.1Tariff Order dated 27 May 2005 issued by AERC adtwd rural un-
metered category of consumers and introduced acagegory of consumers
titled ‘Jeevan Dhara’. The ordéid, also stipulated that consumers failing to
convert to metered connection within three montbsnfthe date of issue of
the tariff order are to be chargedI@50per connection up to ten connected
points. We noticed that the number of un-meteragomers ranging between
10,718 and 30,114 during April 2006 to March 201drevnot brought under
‘Jeevan-Dhara’ category. Instead, they were bib¢dhe rate oR 25 per
connected point as per old provisions. Violatiortle# above order of AERC
resulted in non-realisation of revenuelo#.19 crore. APDCL stated that un-
metered consumers would be metered in a phasedemand billed as per
direction of AERC.

Under assessment of revenue

2.18.6.2 Clause 4.2.2.4 of the Terms and Conditions of tleguRation

notified by AERC on 13 June 2007 stipulated thath& event of any meter
being found ‘prima facie’ incorrect (which includesstopped, slow or fast
meter) and where actual errors of reading could ®tascertained, the
assessed quantity of energy consumed could bendatst by taking the

47



Short realisation of
% 75.40 crore towards
load security.

Audit Report No.-4 (Commercial) for the year ended 31 March 2011

average consumption for the previous three morgheceding the date on
which the defect was detected or the next threetinsoafter correction,
whichever is higher and bills were to be preparedi@referred accordingly.

We observed that in four sub-divisions, meters 6f cbnsumers became
defective from time to time. However, the sub-diwns billed the consumers
on the basis of average of previous reading witlalgerving the aforesaid
provisions in this regard. This resulted in lossrefenue oR 1.04 crore.
APDCL stated that action taken against the conssimed date of recovery of
the short billed amount would be intimated in doerse. The fact, however,
remains that due to short/wrong billing, APDCL abuiot recover its due
amount in time.

Under charge/ non levy of initial/ additional secity

2.18.6.3As per Clause 6.2.1.1 of the Terms and ConditidRegulations
notified by AERC, all existing consumers shall hawedeposit load security
money equal to two months charges (Energy chardézetl/Demand charge)
calculated on monthly average consumption of lasantcial year and at
estimated consumption for new consumers. Furthéause 6.2.1.2.1bid,
states that the load security obtainable from asweorer shall be reviewed
every year on the basis of consumption of previmeasr. Test check of the 11
units revealed that none of them had revised treml Ieecurity of the
consumers after 2004.

However, based on total connected load of variatisgories of consumers as
on 31 March 2010, an amount &f283.75 crore was worked out as the
amount recoverable towards load security. APDCLlised an amount of
% 208.35 crore only resulting in short realisatioh? 75.40 crore. Had
APDCL realised the amount, it could have utilisedas working capital
thereby saving an interest expenditur& 839 crore.

APDCL accepted the fact and stated that it wasatvahys possible to review
such huge volume of consumers as required undeClidngse 6.2.1.1 of the
Terms and Conditions of Regulation notified by AERRrther, it also stated
that in the case of large consumers, it had coedulttad reviews. The fact
remains that APDCL had not complied with the ord#r8ERC and deprived
itself of the opportunity of saving an expenditof& 3.39 crore.

Revenue collection efficiency

2.19 As revenue from sale of energy is the main sourcéncome of
APDCL, prompt collection of revenue assumes grigaiificance.

Table-15indicates the dues outstanding at the beginnintpefyear, revenue
assessed during the year, revenue collected arshthace outstanding at the
end of the year during last five years ending 2010-
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(X in crore)
SIiNo Particulars 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11
1 Ea"'?‘”c.e outstanding atthe| 579 gg 298.54 305.3¢ 342.42 378.88
eginning of the year
2 | Revenue assessed/Billed | ;4,6 g3 11068 133101 146319  1656.00

during the year

3 | Total amount due for 1326.31| 149534  1636.37  1805.61 203488
realisation (1+2)

4 Cg;‘;’””t realised during th 105082 1181.89 1286.2  1407.99 155968

5 Ampunt waived/written off 6.95 8.09 7719 18.74 47 94
during the year

6 | Balance outstanding at tlj  ,4g 5, 305.36 342.42 378.88 427.96
end of the year

7 Percentage of amount
realiset! 1 total dues (4/3) 76.97 79.04 78.60 77.98 76.65

8 Arrears in terms of No. of 342 3.06 3.09 311 310

months assessment

We observed that:

% The dues outstanding at the end of the year ineceaiem< 298.54 crore
in 2006-07 toX 427.96 crore in 2010-11 due to ineffective persuaso
realise the same. The major categories of consurhessng huge
outstanding dues are Domesti€ 144.09 crore (33.67per cenj,
CommercialX 41.80 (9.77er cenf and Governmen® 41.47 crore (9.69
per cenj.

+ APDCL did not have any records as regards the age-analysis of the
arrears.

« The amount of arrears from 53,878 permanentlyodisected consumers
as on 31 March 2011 w&s80.91 crore which was 18.9fr centof the
total arrears. As APDCL did not take adequate adiiorealise the arrear
amount, the chances of recovery are remote ariteiatisence of age-wise
records of defaulting consumers, the possibiliésamounts becoming
time-barred cannot be ruled out.

Failure to finalise Permanent Disconnection cases

2.19.1 As per Clause 4.3.3 of the norms notified by AER@N due from the
consumers shall not be recoverable after a pefidd/@ years from the date
when it became first due, unless it has been shawatinuously as arrear of
charges recoverable for electricity supplied. Soyutof records at nine
electrical sub-divisions revealed that out of 1688, consumers, 3,306
consumers with an arrear 3f3.21 crore were permanently disconnected for
non-payment of their dues as on 31 March 2011. Wsjathese, 2,247
consumers with an arrear 3f2.42 crore had not cleared their dues for more
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than two years. APDCL neither claimed the amoumtlodged any recovery

suit during the intervening period. By virtue oéthbove provision, the claim
had become time-barred, and APDCL lost the oppayttm recover the same.

Thus, APDCL had to incur a loss 3f2.42 crore. APDCL stated that it had
filed a case in Court against four consumers. To@e of recovery is remote,
as the existence of defaulting consumers is difftcuestablish now.

APDCL stated that in 2004 it had written-off a salogial portion of dues
from permanently disconnected consumers after weaied such effort shall
be taken in future also to wipe out the dues. Hut, however, remained that
APDCL had not initiated any steps to recover theoam from the
disconnected consumers and was left with the optioon of writing-off the
dues.

Non-disconnection of supply of consumers with heayears

2.19.2As per Clause 4.3.1.1 of the norms notified by AERN failure of a
consumer to pay the electricity dues within theedaentioned in the bill and
after 15 days of notice period, his service corinacthould be disconnected.
We observed that in eight sub-divisions out of 1982 consumers, 2,500
consumershaving arrears ranging frof 1,041 to 19,725 did not make
payment of electricity dues for five to 128 monthst their supply of
electricity was not disconnected. Non-disconnectiain supply of these
defaulting consumers, resulted in accumulationrggaas amounting t& 1.95
crore (March 2011).

APDCL, in reply, stated that due to remoteness wdas, shortage of
manpower and insurgency problem, disconnectiondcowlt be done. The
reply is not convincing as our test check includedsumers located in urban
areas where such problems were not there and thkenterf delay in
disconnection extended to several months.

Consumer Satisfaction

2.20 One of the key purposes of the Power Sector Refavassprotection

of the interest of the consumers and ensure bett@lity of service to them.
The consumers often face problems relating to supppower such as non-
availability of the distribution system for new cmctions or extension of
connected load, frequent tripping on lines anddangformers and improper
metering and billing.

APDCL was required to introduce consumer friendgps like computerized
billing, online bill payment, establishment of auster care centres etc., to
enhance satisfaction of consumers and reduce dpe dor grievances among
them. The billing issues have already been disclisggaragraph2.18.6 The
position of redressal of grievances is discusseédamext page:
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Redressal of Grievances

2.20.1AERC specified the mode and time frame for rediesfsgrievances in
terms and conditions and regulations issued inyaurse of the Electricity
Act, 2003 and issued orders i.e., standards ofopmdnce for Company
prescribing the time limit for rendering servicesconsumers and in cases of
failure prescribed consequential compensation tpdid for not adhering to
the same. The nature of services contained intdreardsnter-alia include
line breakdowns, DTR failures, period of load sheddscheduled outages,
voltage variations, meter complaints, installatadimew meters/ connections
or reconnection thereof etc.

The overall position as regards receipt of comptasnd their clearance is
depicted inTable-16.

able-16
NS(I). Particulars 2006-07 | 2007-08 | 2008-09 | 2009-10 2010-11
1, | Toal complaints 5 13998 | 266,220 279,680 281,213  11,70,345
received
p. | Complaints redresse| 4 9744 | 250057 260100 254202  2,40,783
within time
Complaints  redressed 4 5 16,008 19,652 20,168 18,179
beyond time
4. Pending complain 44 13E 15¢ 6,08- 1,39¢
Percentage of
5, | complaints redressed g g 6.01 7.03 7.17 1.55
beyond time to tota
complaints
Compensation paid, if
6. any, to Consumerg£ (in NIL NIL NIL NIL NIL
lakh/ crore)

APDCL redressed
more than 90per cent
of the complaints
within time.

Though APDCL redressed more than @€ centof the complaints within

time, there was scope for further improvement agsu€# 3.2 of Terms &
Conditions of the Regulations of AERC, stipulatbdttservice connection be
provided to LT consumers within 30 and 36 days fithwn date of receipt of
application for urban and rural areas respectivest check of records of six
electrical sub-division revealed that 1,706 appixe received for service
connections during the month of August 2010 to AR@i11 were pending.
The sub-divisional authorities stated that delagrioviding service connection
was due to delay in receipt of energy meters. Weenled that APDCL did

not maintain any reserve stock of energy meters gaviding service

connections in time.

Energy Conservation/Audit

2.21 Recognising the fact that efficient use of enenggy s conservation is
the least-cost option to mitigate the gap betweemahd and supply, GOI
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APDCL had made no
efforts for conducting
energy audit of
government buildings.

Monitoring by top
management was either
absent or not effective.
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enacted the Energy Conservation Act, 2001. Conservaf energy being a
multi-faceted activity, the Act specifies both pratonal and regulatory roles
on the part of various state utilities. The promdil role includes awareness
campaigns, education and training, demonstrationjepts, R&D and
feasibility studies. The regulatory role includeanfing rules for mandatory
audits for large energy consumers, devising norfrenergy consumption for
various sectors, implementation of standards armaligion of fiscal and
financial incentives. A concept of comprehensivergg audit was put in
place by APDCL with the objectives of identifyiniget areas of energy losses
and initiating appropriate steps for reduction aferof energy loss through
system improvements besides accurately accountiog the units
purchased/sold and loss at each level.

We observed that:

» APDCL had made no efforts for conducting energyitaafigovernment
buildings, though a study conducted by Bureau @rgy Efficiency, GOI,
indicated that such energy audit would result iprapimately 27 to 4er
centsavings in energy.

» The field units submitted the information requifed energy audit to the
Energy Audit Cell of APDCL. However, those were maoialysed and no
corrective action was taken to minimise the loss.

> No consumer has availed the benefit of financiatemive scheme
introduced by APDCL for use of solar water heaters.

» APDCL had recently introduced Ministry of Non-Rerae Energy
(MNRE), GOI, scheme of distribution of CFL bulbsdasolar lanterns in
the remote villages, the implementation of whichmigrogress.

Monitoring by top Management

2.22 Monitoring by top management is essential for amganrsation

involved in distribution of power to succeed in og@g economically,

efficiently and effectively. We observed that theomitoring by top

management was either absent or not effective &slétd to ensure timely
finalisation of annual accounts, fix time limitsr fbnalisation of tenders and
complete various schemes within target dates thrceffective and proper
monitoring. The management had also not planneddwvance to provide
metered supply of energy to all consumers by pioguadequate number of
energy meters, prevent failure of DTRs from liglmgnand augment the
capacity of the capacitor banks. No target for @idms was also fixed to
prevent theft of energy.
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Conclusion
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APDCL did not prepare long-term plans for creatiohinfrastructure
facilities to bridge the wide gap between connedted and transformer
capacity.

Targets of village electrification, establishmehtB-enabled system and
improvement in distribution systems were not achée\due to non-
implementation of Central and State sponsored sekémtime on account
of delay in obtaining approval on DPRs, issue ofrlkworders, slow
progress of work and lack of proper monitoring.

No records were maintained to note the reasonddfiay in executing the
works which prevented APDCL from taking suitableasres against the
contractors as per agreement for the delay on lagir

APDCL failed to provide metered supply of energyatbits consumers in
violation of the Electricity Act, 2003 and direatls of AERC.

Energy losses increased compared to AERC normsRi3CA did not
reduce the length of feeders, did not increasectmacity of capacitor
bank, did not improve power factor, did not avoit-raetered supply of
energy, did not effectively check/control theftedéctricity, did not arrest
the delay in replacement of DTRs and implement €3sIsystem.

The accumulated losses of APDCL increased duriagpdriod 2006-11. It
could not recover its operational cost in any af ffears as it failed to
attain category wise sales-mix and restrict subsim@ssion and
distribution losses within the limits prescribed dgRC.

Due to delay in preparation of annual account@dilof tariff petitions,

submission of incorrect and non-submission of c&iMPDCL lost the

opportunity to recover its revenue in truing-up gess. Disallowance of
expenditure by AERC in truing-up process, ineffiag in revenue billing
as well as in collection of revenue were the ottearses of weak financial
management that adversely affected the financatihef APDCL.

Consumer satisfaction level was still lagging behine AERC norm for
want of computerised billing, online-bill paymenysteem and non-
establishment of customer care cengtes

Initiatives for energy conservation were not ugie mark as mandatory
directions in energy savings were not issued. Bnatglit was inadequate
as Energy audit cell of APDCL did not analyse tbasumption pattern of
all government buildings to take suitable steps regtuction of energy
consumption or loss.
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Recommendations

>

Long term plans for creating adequate infrastructfacilities may be
drawn up to set right the deficiencies in the disttion system by
reducing the gap between connected load and transfaapacity.

Proper records for analyzing the causes of delagx@cution of projects
may be maintained to take suitable action agalrestontractors for delay
on their part and also for taking corrective measuo avoid recurrence of
such incidents in future.

Before releasing payment for supply of materialgonel bid specification,
market rates of such materials should be considéoedvoid extra
payment.

Adequate number of energy meters should be proanddtocked so that
all consumers can be brought under metered suppudgh installation of
meters and replacement of defective meters athihitest possible time.

Adequate steps should be taken to restrict enaygy Within the norm
fixed by AERC by reducing length of feeders, insiag capacity of
capacitor banks, improving power factors, delayeplacement of DTRs
and avoiding un-metered supply of energy.

Targets for checks and its implementation to detesses of theft,
malpractice and unauthorized connections shouldefiganced so that
these are commensurate with the number of consumers

Billing efficiency may be increased by raising ¥idls per approved norms
and timely replacement of the defective meterenisitve drives for timely
collection of dues should be put in place and actgainst defaulting
consumers should be taken strictly.

To ensure that the tariff petitions are filed ié, the process of
finalisation of annual accounts should be speedpdby preparing

monthly, quarterly and half-yearly accounts in mei bound manner,
issuing instruction to all departments to co-orténaith accounts section
in preparation of accounts in time and vigorousspasion with statutory
auditors for completion of audit and submissiomegfort thereon, within a
reasonable time.

Customer satisfaction level can be further improbggroviding facilities
of computerised billing, on-line bill payment systeand customer care
centres.

More emphasis should be given on energy conservatml energy audit
to avoid loss of energy and reduce the gap betwleemand and supply.
The ‘Good Practices’ followed by the Departmenfofver, Government
of National Capital Territory of Delhi on Energy @servation by issue of
mandatory directions to use Solar Water Heatindesysn commercial

and Government Buildings; use of CFL and electroolwokes in

Government Buildings, Government aided institutjorBoards and
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Corporations and use of ISI marked motor pump geEtwer capacitors in
agricultural sectors should be introduced with #itéive participation of
the State Government.

The management is also required to evolve prope$ Mbvering all
important areas to enable the decision makerski® pgompt action on
policy matters.
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