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Interim Order

…

Heard.

The affidavit dated 7-6-2005 by way of  MA No.210/095, in regard to status of compliance of various directions given in the tariff order  dated 2-7-2004 for FY 20904-05 is taken on record.  The Commission’s interim orders are recorded against  various directions as given herebelow:



	9.4.1

9.4.1.1.
	Debt Restructuring:

Shri P.N.Bhardwaj, learned consumer representative submits that  figure  of debt restructuring of Rs.452.00 crores and net benefit  to the Board  of Rs.40.98 crores are being repeated month through month in the last 5 review hearings.  There is nothing new in the status which would allude to any  sincere efforts having been made in the last about 5 months for  further restructuring of the debt.  He further submits that no status has been given in regard to the loans from consumers, the report on capital  restructuring of the Board from ASCI which was due  by 31-5-2005, and the legal advice on initial public offerings (IPO) as per the interim order of 19-4-2005. 

Shri P.C.Sardana, CE(Comm) appearing for the Board  submits that the Board took initiative  of debt  restructuring only after the directions of the Commission and the efforts are being  made   for debt restructuring of Bonds worth Rs.58.44 crores  with HPSCB and KCCB, restructuring of non-SLR Bonds aggregating Rs.700 – 800 crores  with M/s. Trust Capital Services Ltd  Mumbai but the response from all is still awaited.  Shri S.R.Mehta, DyCAO of the Board adds that the  legal advice in regard to loans from the consumers and the IPOs is also awaited while ASCI’s report on capital restructuring has not been received so far. 

Upon hearing the parties, the Commission directs the capping of the interest rate at 10.5%  in accordance with the direction in which  time frame was agreed for  bringing down  the rate of interest to 10.5% in 4 months but  not later than 31-10-2004.  It is a pity that  no efforts have been made for further reduction in the interest rates.  Commission reminded of its observations made in the earlier  interim order that it remains highly sceptical of  Board’s total reliance upon ASCI’s reports in as many as  15 matters. In the  subsequent interim orders, the Commission had expressed   doubts in regard to the capabilities of ASCI in  undertaking the assignments of such  myriad nature  ranging from human resources, technical, financial, commercial and consumer services etc etc. In regard to the ASCI’s report on restructuring and reorganisation of the electricity industry and the load forecasts, the Commission had made some cryptic remarks about the capabilities and capacities of ASCI.  The Commission notes that its  fears and doubts are  proving  true.  There being no liquidated  damages or  penal  provisions in the contract signed with ASCI  for delays in submitting the deliverables, it can upset  the very  apple cart of the Board. It is such a shame that after waiting for 18 months, there is no  tangible output and the consumers  of Himachal are deprived of the benefit of  such studies  in the forthcoming tariff order. There is no  question of taking legal advice in the matter of loans from consumers, such a provision existing in the HPERC (Terms and Conditions of Determination of Tariff) Regulations, 2004as it is and has become the  law. The option before the Board is either to challenge in the appropriate competent court or obey.  This has been  reiterated upteenth times  but with  no effect on the Board.  The legal advice on IPO cannot take  more than 2 months.  The Commission expresses its  total dismay on the status of compliance  of this direction on debt restructuring and directs this to be transferred for  hearing with WTMs. 



	9.4.2

9.4.2.1
	T&D Losses

The learned consumer representative submits that  there should have been no necessity of outsourcing  the T&D loss study as the Board  is packed up  with so many engineers and other employees who could easily do this work.

Upon hearing, the Commission observes that T&D loss has been a  subject of raging debate in the public hearings, in the perception of the Board as well as the Commission, the losses range from 13.08%  in Solan to 52.14% in Rohru  across the 12 Operation Circles.  The breakup of loss on account of technical, commercial, billing or realisation  at different voltage levels is not available.  The Board  has been  cribbing in regard  to the loss  level allowed by the Commission in the  previous ARRs.  The direction was given as far back as October, 2001 in the tariff order for FY 2001-02 to carry out  the study.  ASCI were asked to give the terms of reference and the terms and conditions of the offer for undertaking T&D loss study and the Commission in its interim order dated 19-2-2005 against this direction had observed that the  methodology proposed by ASCI  being vague and unclear, it cannot be relied upon to undertake such an important study and  for  independent and  credible study, the Commission should initiate  it  at the expense of the Board.

The Commission notes that the Director (Enforcement)  has been nominated as  Nodal officer for T&D loss study  and the information required  by the Commission in its letter of  4-6-2005 shall be submitted by the  stipulated date i.e. 5-7-2005.  The Commission  orders that the entire expense on this study shall be born by the Board and will be a pass through in the ARR for FY 2005-06. 



	9.4.3

9.4.3.1
	Capital Works in Progress (CWIP)

The learned consumer representative contends  that the CWIP of Rs.1654 crores  against the gross  fixed  assets aggregating  Rs.2142 crores was unbelievable and that there has been no  progress  in the month of March, 2005, figure of Rs.320.41 crores  being the same as in Feb.,2005. The Dy.CAO submits that  after taking into account  the  March supplementary accounts the figure of capitalisation  is likely to go  up.  He further states that Larji and Khauli HEPs account for  major chunk of the CWIP.  The Commission urges the Board to show more interest and carry on the efforts more vigorously. The Commission would like to see CWIP brought down to the minimum by the end of May,2006  with the commissioning of the  above two projects  as made out by the Board.



	9.4.6

9.4.6.1
	Multi Year Tariff:

No status has been given in regard to the data base and the report of ASCI  which was to be delivered  by 31-5-2005.

The learned consumer representative has nothing to say.

The Commission  orders the matter to be taken up with ASCI at the highest level to submit the report on data base.  As  per the interim order dated 2-5-2005 in case No.181/04 the Commission would lay down road map for multi year  efficiency  milestones which would  be  the first step towards the multi year tariff.



	9.4.7

9.4.7.1
	Date of Applicability of kVAh based tariff:

No further orders.



	9.4.8

9.4.8.1
	Category-wise  details of Sales etc:

The Commission notes that the ASCI has furnished the  confirmation that they shall include category-wise,  month-wise, time of the day-wise and voltage-wise demand and energy  forecast as per Board’s letter dated 3-5-2005, which would be filed by 13-6-05 and  which be taken on record. 



	9.4.9

9.4.9.1
	Billing Details:

No further orders. 



	9.4.10

9.4.10.1
	Night Time Concession:

The report of  the CE(SP) be taken on record  of case No.181/04.  The Commission would  take  an appropriate view in the matter for action as necessary in the tariff order for 2005-06.



	9.4.17

9.4.17.1
	Consumer Satisfaction Survey:

Upon hearing, the Commission orders the consumer satisfaction survey reports to be included in the public inter action programme submitted by the Board.



	9.4.19

9.4.19.1
	400 KV Line from  Nalagarh to Kunihar 

and 400 KV Sub Station at Kunihar:

Shri Chanana, Director (SP), appearing for CE(sp) submits that  Central Electricity Authority in its Standing Committee meeting held  at Dalhousie last month            has agreed to depute some officers in the next  month. The report and views of CEA as and when received together with comments/proposal based on the recommendations of the ASCI  and  discussions in EHV Committee shall be filed as  and  when received. 

Upon hearing, the Commission orders the  stay to continue.



	9.4.21

9.4.21.1
	Himachal  Pradesh Jal Vidyut Vitran Nigam Ltd (HPJVVNL):

The Commission notes the status and reiterates  its direction  for  meticulous compliance  of the approved  instalment plan.  The Board  shall pay the interest on loan for the period it uses the loan money as per the interim order of 16-4-2005 in MA No.154/05.  This is without  prejudice to the proceedings initiated under Section 142 and the interim order dated 16-4-2005. 



	9.4.25

9.4.25.1
	Harmonic Distortions:

The learned consumer representative points out that M/s ABB report on harmonic  distortions is dated 25-04-2005 and this was  submitted by CE(Transmission)  during inter action with the Commission on 25-5-2005.  Shri Sardana clarifies that this report was submitted  by M/s. ABB to  their Chandigarh office and  collected by  SE (Trans.) on 9-5-05, new CE (Trans.) joined  on 10-5-05 and  saw it on 11-5-05. It was received by the Board on  25-5-05.

Referring to the interim order dated 18-5-2005 in MA Nos. 165/05 and 191/05 in Compliance Case No.15/04, the Commission  queried whether  the additional conditions as per  (a), (b), (c) and (d)  of para-3 of the order have been complied with and the notices issued to the  existing consumers who were   injecting  dangerous  harmonics in the system?  Shri Sardana  regrets that the notices have not so far been issued.  The Commission  reprimands the Board  severely for this pathetic  non-compliance.  Shri Sardana assures that the notices shall be issued by 3 pm of 14-6-2005, giving 2 months time for installing the necessary equipment and the  apparatus  as recommended by ABB and subsequent  measurements in the next one month failing which  the connections shall be disconnected without any further  notice.  The Commission wonders  whether the Board has  deliberately  contravened the orders of the Commission to benefit such  influential consumers?  The Commission orders  measurements to be taken in Baddi, Una and other areas also where the induction/arc furnaces are  already operating and report submitted  to the Commission in 3 months from the date of this order.  As per condition (d) of interim order of 18-5-2005, the Commission has to  supervise the connections  and monitor the harmonic levels and the Board has to submit reports to this effect on quarterly basis.  The first report should be submitted on or before 12-7-2005. 



	Miscellaneous

(c)
	Energy Conservation:

Shri Mahesh Sirkek, Director (TE) of the Commission submits that the tentative terms  of reference as per the Commission’s orders have been made.  These be taken on record.  The above terms of reference  shall be put up  for approval of the Commission and notice  inviting expression of interest  issued in 4 weeks. 



	(f)
	Scheduling of Baspa-II:

No time schedule  for completion of this job has been intimated by the Board.  The Commission orders to implement  the job of transmission of on line data along with the speech channel  to  SLDC Control Centre at Shimla in 12 weeks from the date of this order. 


Next status affidavit shall be filed on 14-7-2005.

List for hearing on 16-7-2005 at 11.30 am for  senior officers. 

Dated: 10-6-2005






(S S Gupta)

  Chairman

	Compliance Case No.15/04

…
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:Shri D.N.Bansal,Member(O)
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Interim Order

…

Heard.

The learned consumer representative, Shri P N Bhadwaj welcomes the presence of  Kr. Shamsher Singh, Chairman, HPSEB, perhaps for the first time in the review hearings and the other Members of the Board in 4 hearings.  He, however,  contends that there was no visible improvement in the working of the Board  or any tangible benefits  to the consumers as   a result of  claimed  compliance of the directions by the Board. He cited  slow and tardy  progress  in respect of direction Nos.9.3, 9.4(a), 9.4.1.4, 9.4.1.8, 9.4.14 and 9.4.18.



	9.1
	The Commission reiterates  its earlier observations that notwithstanding  the progress – slow or tardy, in compliance  with the directions of the Commission,  there was  appreciable and increasing improvement in perception on the part of the Board  in regard to its obligations towards the  consumers   and  submission to the regulation by  the Commission  in accordance with the provisions of the Act. This is encouraging.  One should  also not  overlook the fact that the Board had enjoyed  virtual monopoly and absolute power  for as many as 30 years  and was  used to having  its way  without anyone  questioning its actions or   acting  watch-dog over it.  The most  formidable challenge  of this century being the change of the  mindsets, the Commission  welcomes the changes.  It has also veered around  the  view  that  there being  historical strategic disadvantages by way of  transplantation of the  bureaucratic  structure, policies, procedures, staffing norms etc,  the Board  was ill-prepared to accept and implement the directions  of the Commission in the time allowed to it as it required major over-turning of the structures as well as mind-sets.  The Commission now is in the process of the laying down a roadmap and facilitating  the achievement of  milestones laid  therein.  It hopes for much better compliance and submission in future.

The Commission is amused with the  status which quotes the Commission’s interim order of 2-5-2005.  The Commission clarifies that this has been quoted out of  context.  The Commission’s comments were in respect to the interim order of  28-3-2005 in MA No.75/05 in Compliance Case No.15/04 for extension of the tariff order till the Commission determines the new tariff for  FY 2005-06 in which the further extension beyond 30-4-2005 was subject to the compliance  of directions particularly 9.4.23 – Larji HEP, 9.4.21 – HP JVVNL, 9.4(a) – Public Inter-action Programme, 9.4(b) – Establishment  of Forum for Redressal of Grievances of consumers, 9.4.13 – Outstanding Dues from Government Departments, 9.4.15 – Material Management and Miscellaneous  - GPF of Employees. 



	9.2
	The Commission queried  if the bills in respect of kVah tariff  categories from 3 Operation circles have been compared with the bills of corresponding months of the previous years, the  Board  submits  that it has not done  the comparison but  shall do the same and file  the same in the next 2 weeks. 



	9.3
	Shri P N Bhardwaj, learned consumer representative wants to know  why the  I&PH Department or other Government  Offices viz  Local Bodies should be treated  differently and if some  consumer with  small outstanding  amount is  disconnected why should  the government  connections  with huge  outstanding amount of Rs.74.25  crores in respect of I&PH Department and Rs.4.69 crores on account of local bodies not be disconnected.   

The Chairman , HPSEB submits that  it would not be in the interest of consumers of HP to disconnect the connections to drinking water  schemes, street lighting and the irrigation supplies.  In that manner  of speaking, the learned  consumer representative  was not, indeed, protecting the interests of consumers.  De-centralized Division-wise  I&PH energy dues  have now been reconciled as per the directions of the Commission  but the Board has received a set back by the  exit  of Shri Vineet Chawdhary, Member (F&A).  Now  his successor is trying to  grapple  with the  problem and  shall be holding a meeting  with the Finance Secy, GoHP for payment of  the IPH  receivables amounting to Rs.74.25 crores. Dy.CAO adds that  subsidy amounting  to Rs.48.74 crores  has been  received upto 3/05 and the balance subsidy of Rs.5.15 crores together  with  outstandings of  Rs.17.22 crores is  being released as per the decision taken in the meeting with F.D. In regard to the MCs,  the Board  will take up the matter with the Government.

Upon hearing, the Commission orders the  Board to approach the GoHP to clarify its   stand in regard to the receivables from  Local Bodies and if  the Government can  pay  this amount out of the budget approved for such Bodies. The  response should be filed in 4 weeks  but not later than 12-7-2005.  The Commission also  inquired  as to the payables by the Board to  GoHP. It was  stated by the Dy CAO that the amount was  Rs.22.37   crores.  



	9.4
	(a)   Public Interaction Programme:

       The  Commission  notes the status.

       The learned  consumer representative  is happy with  the programme and  shall eagerly look forward  to increasing awareness of the consumers in regard to their rights and obligations. He, however, wants to have  an assurance about prudent  expenditure on this account.

       Upon hearing, the  Commission  observes that  the expenditure and the progress  on public interaction programme shall be subject to  quarterly review and only useful, measurable and prudent  expenditure shall be allowed as  pass through. Any under-expenditure or   over-expenditure shall be  duly accounted  for  in the ARR  for the year 2006-07.  The Commission orders  the  scrutiny and examination of the  progress by Commission staff  which  should be put up for  approval of the Commission and  issued alongwith the tariff order for FY 2005-06.

(b)   Establishment of  Forum for redressal 

       of grievances of consumers:

       Shri  Bhardwaj looks forward to the Forum becoming  a reality. 

       The Chairman, HPSEB assures  the Commission that  the Forum  shall be put  in place and made  fully functional  latest by 23-6-2005.  The Commission inquired as to how he  thinks  that the Forum can become  fully functional by 23-6-2005 when  even the  letters of appointment have not been  issued.  After   letters of appointment, some time shall be required  by them to join their duties, the infrastructural facilities  shall have to be provided including the offices, telephones, secretarial support etc etc. The Board Chairman assures that   everything shall be done by 23-6-2005 barring any unforeseen circumstances.

        The Commission observes that since the tariff order for  2005-06  was expected to be issued  by 25-6-2005 which would have to discuss  the status in regard  to the Forum, it is  imperative that the Forum is put in place and made fully functional by 23-6-2005 as ordered by the Commission. 



	9.4.1.4
	Shri Bhardwaj laments that no sincere efforts seem to have  been  made for  divestment.  The  cumulative loss  of the Board is  touching  a whopping Rs.400 crores. 

The Commission is highly critical of the  subterfuge  played by the Board in identifying  the already  abandoned  projects of  Billing, Shansha, Shishu, Jubbal and  Chhaki Nallah. They were  abandoned  long time back.  The stores  of Rs.265 lacs are also  well known  and is a part of the  regular disposal.  The Board  keeps on flouting the orders  of the  Commission on one or the other pretext.  The latest status is an attempt to mislead  and play subterfuge on the  Commission.  The Commission shall not  take  it  kindly.

The Chairman, HPSEB submits that the  dis-investment  of  assets is  a debatable issue.  The vacant lands and  Rest Houses should not be considered as  idle, unproductive  and un-remunerative as the value  of these  assets  keeps on appreciating.  Rest Houses also provide facilities  to the touring officers.  

The Commission remains highly unconvinced.  There are  assets which are lying idle  right from the  beginning. The lands and  such assets are not useful if they cannot be utilized to  bail the Board out of  distress.   It is  a common sense  that even in the families,  the  precious  assets  like jewellery etc are used to bail the family out of the distress.  The land and rest houses can be purchased or built again provided the Board  is in the pink of financial health.  It is a  pity that  in spite of assurance of Member (O)  that this exercise shall be completed and the  list of such assets  filed with the status affidavit to be  filed before this  hearing, this  has not been  done.  The Commission would  apply its own prudency  check and  make  assumptions in regard to such assets and  disallow  return, O&M expense and the depreciation  thereupon in the ARR  2005-06.  Chairman, HPSEB assures to look into the matter once again. 



	9.4.1.8
	Valuation of Assets:

The Commission notes  the status but feels  that the  fresh  EOI shall entail further delay in the  physical verification of the assets,  time indicated by the Board being  about one year.  The learned consumer representative questions why  this amount of Rs.11.00 crores should be allowed as a pass through as  this is what the Board should have done long time back, being the   fundamental requirement. The Chairman, HPSEB explains the circumstances under which  the  Board has to go  for fresh EOI and that he is  equally conscious of the  implication of the  delay in  completing the  exercise. 

After hearing, the commission re-iterates its earlier orders that  the  expenditure on this account shall be allowed as pass though.  The Commission also observes that  the GIS/GPS technology based  physical  verification of assets  updated from time to time is the only reliable  basis for fixed assets.  Fixed asses  can further be integrated  with the computer aided  design and planning of the  power system and the  appropriate computerized  customer  suite.  This  integrated  package is  fundamental requirement  of any scientific  engineering organization.  The Commission orders  the  Board as  follows:

a) issue of  notices inviting  expression of  interest in newspaper:         :One week

b) time to be  given for receiving the  tenders or  offers:  

:4 weeks

c) time for finalization and  issue LOI:     :3 weeks

 In order to  complete the  exercise at the earliest the job may be divided between 2 – 3 parties. 



	9.4.4.

9.4.4.1
	Capital  Projects:

No further orders. 



	9.4.4.2
	Shri Ranvir Jalta, Director (T&D)  appearing  for the Commission staff submits that  following the examination of  Annexures I & II, submitted by the Board, which are  taken on record, the Commission staff has observed that  high  level representation of  administrative and material management  have not been incorporated in the  composition of the committee and the  Law Department has been  represented through  an Under Secretary (Law). Further  the TOR examination shows that  perpetual audit  of  all  major projects  is not a part of TOR and the periodicity of the   meeting of the committee i e monthly has not been specified in conformity  with the direction of the Commission dated 6-11-2004. The Board Chairman has no objection to having  the Chief Engineer (MM) and the  Addnl. Secy. (Law) in the committee.  He, however, feels that the monthly meetings may be   counter-productive.  

Upon hearing, the Commission observes that the control, coordination and monitoring of the projects has to be  very very intense and intimate preferably   on hour to hour, day to day and week to week basis to prevent  any  significant time and cost over-runs.  The Chairman, HPSEB assures tht the  Board would abide  by the orders  of the Commission.  The Commission accordingly orders that the  Board Secretary, CE (MM) and Addnl. Secy. (Law) as well as  Chief Auditor shall also be  Members  of the Committee. Under Secy. (Law) should be taken out.  There  shall be   pre and post perpetual resident audit of all major projects and the meetings of the aforesaid Committee shall be  held once  every month and copies of  minutes  furnished to the Commission as well. 

 

	9.4.14

9.4.14.1
	Employee Cost:
Learned  consumer  is highly critical of the  Board acting like a Department of the Government  by asking for the later’s approval for  filling up the posts of  AEs and JEs  falling to the share of  direct recruitment when GoHP  has only 9 to 10% equity in the Board. Further,  no status has been filed with regard to the  succession planning.

The Chairman, HPSEB submits that he would rather like to defer   filling up the posts of AEs and JEs   in view of the  impending and imminent unbundling of the Board between   Generation, Transmission and Distribution under Section 131 of the Act.

After hearing, the  Commission orders  examination of Annexure D by Commission staff.  It  is inclined to agree  with the  chairman, HPSEB in deferring  the  filling up of the posts of AEs and JEs pending reorganization of the Board firstly  because the Commission may issue  advisory  on reorganization  and restructuring of  12  Operation Circles  coupled with engineering resources management to be effective co-terminus with the  unbundling  to start  the successor distribution companies  with clean slate or  10-12-2005 whichever is earlier.   This may throw  up a  huge surplus of some  5000 employees including the AEs and JEs who can be redeployed , retrained and re-tooled in the new  emerging  dispensations.  Succession plan  at this stage shall  also not serve any  useful purpose.  Each case shall be examined on merit.  The Commission  does not  agree with Board’s contention that  posts falling vacant as a result of VRS on induction level shall not be filled up.   The Commission orders that no  promotion shall be made to the posts falling vacant as a result  of VRS except that of  Head of Department or any  level which is totally emptied as a result of VRS taken by all the  people  at that level.  



	9.4.15

9.4.15.1
	Material Management:

The Commission staff  shall examine  Annexure E and  report at the next review hearing.  The learned consumer representative wants  the blanket ban imposed on de-centralized  purchases to be   lifted as he,  in the course of  inter action with  various consumers has  learnt that there is shortage of some critical items of materials which  is hindering  quality of supply. 

The Commission  clarifies that the Board had filed a  writ petition under Articles 226 and 227 of the Constitution of India against the interim order of the Commission and the  Hon’ble High Court in  its order dated 19-4-205 in CWP No.322/05 has stayed  Commission’s directions  on  stay on purchases of de-centralized  items  till the next date of hearing; in the meantime  the Commission filed  SLP in the Hon’ble Supreme Court of India and the Apex court in its order dated   13-5-2005  SLP(C)  No.11116/05 has disposed off the writ petition with the following orders:

     “After examining the nature of the case and considering the contentions advanced, in our opinion, the subject matter is of such an importance that the High Court should take up the writ petitions for final disposal at an early date in larger public interest of consumers of electricity. 

      With  these directions, we decline to entertain these petitions because they have been filed against interlocutory orders.  We request the High Court to set down the cases for hearing and decide them within an outer limit of three months.

     The Special Leave petitions are disposed of accordingly.”

The other  SLP disposed of by the Hon’ble Supreme Court of  India vide the  above order is  against the  order of H.P. High Court in CWP No. 61/04 vide which it has stayed the further proceedings in case No.34/03   regarding computerized  complaint centres.

The Commission has now  moved an application in the Hon’ble High Court of HP to transfer the above cases to the Appellate Tribunal at Delhi  which has become functional w e f 13-5-2005. 

Notwithstanding  the legal wrangles, the Commission remains highly dis-satisfied  with the conduct of the Board  which has led to a logical inference of  there being some   vested interest  trying to  defend and protect  the mal-practices in purchases.  Materials worth Rs.4.31 crores  ordered through  de-centralized  purchases  by the field officers in some 65 Divisions  were lying  un-utilized for more than 6 months in various  stores as per the report  filed by the Board  vide MA No.172/05.  In respect of materials in packages without or without labour, the Board has still not come to terms with the Commission’s directions of ordering the materials only in packages at the central level.  The bench-mark prices and the rate contracts have still not been put in place.  No status has been filed with regard to the 3rd party inspection of materials and the report of the Committee on development of inspection manual and the standard purchase order.

The Board’s Chairman submits that the reports received by him on  turnkey packages  are not very encouraging through the recently announced  “Rajiv Gandhi  Grameen  Vidyutkaran Yojna”  requires   jobs to be done on  turnkey basis.  He also  submits that the  Board is discussing the possibility of  short-listing  the vendors and the prices  instead of inviting tenders  every year, the materials being of  recurrent  use  year through year.  He  further  states that  action is being taken to recover the amount of purchases  lying un-utilized for  more than  6 months from the persons having ordered the  same  besides taking the disciplinary action and  ensuring that the  same do not recur in future.  He assures that the 3rd party inspection of material will become  reality and shall be  put in place  by 31-7-2005.  Shri  Bhagwan Sahai, CE (MM) submits that the committee has submitted the report on “inspection manual and the standard purchase order” a copy of which shall be furnished to the Commission in one week’s time and after approval  by the Commission shall come into force w e f 31-7-2005.  

After hearing, the Commission observes that in the developed countries  the inventory turn-over  ratio is as high as 200 or even more resulting in almost  zero inventory carrying cost.  The vendors are short-listed  along with  their  prices and the materials can be ordered by any one  on the  nearest vendor.  The Commission orders the following time table to be followed meticulously:

a) all requisitions for materials should be sent by the field Chief Engineers in packages; per Km; per sub-station or as the case may;

b) all rate contracts  and  bench mark price should be put in place in 15 weeks;

c) 3rd party inspection to  come into force  w e f 1-8-2005;

d) date of  coming into  force of standard purchase order and  manual  1-8-2005;

e) action to recover the amount and disciplinary  proceedings against  the defaulting officers having ordered material in excess of 15% of capital budget and  materials lying  unutilized for  more than 6 months:     :10 weeks

f) audit reports of remaining  Divisions and  reports of special audit of  purchases and action  taken therefore:           :8 weeks



	9.4.16

9.4.16.1
	Metering, Billing and Collection  Efficiency:
The Board submits that M/s. Tata Infotech Ltd would be in a position to do a pilot of one location for a period of 3 months only and the revised proposal of M/s. Secure Meters Ltd; for pilot project of 250 pre-paid meters   in accordance with the  Commission’s directive.  The  Board prays for  allowing Rs.15.0 lacs as  pass through in the ARR for  FY 2005-06 on account of pre-paid meters. 

The learned consumer representative objects to this  pass through  on the ground  that the  meter costs cannot be recovered from the consumers as per the  Commission’s  Regulations on Recovery of Expenditure.

After hearing, the Commission  observes that  performance of the  bill payment machine having  already been established as per the report received from PSEB, Mohali, pilot  on one location for a period of 3 months, should be accepted.  Further M/s. Secure Meters  in their  proposal  have intimated that these meters shall be connected in series  with the   present meter  arrangement.  The  consumer shall pay  the normal bill as per the present system of meter reading but along with that  the consumer will have to get  the  numeric  codes from  the vending staff. The consumer shall call up  the vendor operator or  visit the vending staff and shall get the code  on telephone or in person from him.  Since it is non-commercial trial, no money transfer  will take place.  The code  will be  generated  for a fixed amount or whatever amount  decided by the HPSEB so as to give the  feeling of the actual system.  

The proposal as per  Annexure ‘F’ shall be further examined by the Commission staff and discussed with the representative  of  the M/s. Secure Meters who have been called for  further discussion on pre-paid meter tariff on 14-6-2005.  The Commission further orders  amount of Rs.15 lacs  to be a pass through  in FY 2005-06 for the simple reason that  it is a pilot project  to establish the usefulness and the benefits of the  pre paid meters.  The consumer shall not be in a position to pay the  rental  which may be  as high as about  Rs.70 – 80 per month and the  Board does not have internal accruals  to  buy these  meters.  The Commission has already  ordered that  it would  go for  phased  replacement of conventional  meters  with the pre paid  meters to match with the natural  attrition of meter reading and  billing staff.  The prices are likely to go down with the increased  volume and  since the pre paid meter’s  pay back period may not be more than 2 – 3 years in view of the attractive tariff. The consumers shall have the attraction  to buy the pre paid meters out of the security refund alone.



	9.4.18

9.4.18.1
	Mobility of Field Staff:

The learned  consumer representative  submits  that the  out turn  rate of  trucks in the Board is as high  as about  Rs.39 – 41/Km against Rs.15 - 17/km for the private  trucks.

The Commission observed  that the world over, the utility  vehicles by virtue of their  special requirement are  invariably owned by the  utility while  the inspection vehicles  are private vehicles owned  by the staff except  for the Chairman and members  who alone are  provided with  chauffeur driver official cars.  Commission enquired  about the  promised reply  from the two banks  in two weeks  as per the interim order of 19-4-2005.  The Chairman, HPSEB  submits that notwithstanding  the reply  or no reply,  50 trucks shall be replaced in 2005-06,  50 in 2006-07 and balance 49 in 2007-08 or even earlier.  The exact status shall be filed in 2 weeks.  To a further query from the Commission that some field  Chief Engineers and Superintending Engineers were not happy with the Maruti Cars the Chairman, HPSEB clarified that the vehicles were being given as per the choice of the field officers and some  Gypsy jeeps  have also been provided. 



	9.4.20

9.4.20.1
	Justification of REC Funded Schemes:

The Chairman, HPSEB assures  the Commission that the headquarter of the  office of the Director (Design) REC Dalhousie  shall be  shifted   latest by 31-7-2005, even  though this Directorate  is also being  entrusted with the job of implementing  the  Scheme under the  newly  launched  “Rajiv Gandhi  Grameen Vidyut  Yojna”. He pleads for allowing the  expenditure on the office of  Director (P&D) REC as pass thro’ in ARR for FY 2005-06.  The Commission reiterates its  earlier order that it shall not be allowed as such. 



	9.4.22

9.4.22.1
	Departmental Charges:

The Commission  inquired whether  the  regulations on “recovery of expenditure under Section 45 to 46” have been  further  distributed to the field units. The Chairman, HPSEB submits that the Board  intends to file review petition before the commission for allowing  first 30 Mtrs service cable free as per the old practice and the Board shall obey the orders of the Commission on such a review petition.

After hearing, the Commission observes that no review  lies against the Regulations which have become law.  Further, there being no provision for any freebee including  30 Mtrs service  cable in the Electricity Act, 2003, there is no question of any  review on merit.  Further, the provision of 30 Mtrs in the  repealed laws has been  grossly abused and even while there is a provision in the Board’s own Sales Manual that the works beyond 30 Mtrs shall either be paid in full  or  rental in lieu thereof levied, there has been compliance more in breach.  The Commission insists upon  the total and faithful compliance.  The  Board  shall also carry out  audit  of any connections having been given in contravention of the said Regulations after their  coming into  force from  4-4-2005 and submit report in 6 weeks.  The Commission remains highly critical of the  Board’s contravention of these Regulations since  the  time of their  publication. 



	9.4.23

9.4.23.1
	Larji Project:

Notwithstanding  the  subjudice nature of the matter, the Commission  would like the Board to take actions on the  recommendations of the said Committee for  efficient, economic and competitive  project management for future projects.

Recommendations for efficient, economic and competitive  project management  for  future projects:

 (i)   It is understood that development of future projects shall take place through contracting agencies.  This requires that “variation between tendered documents/design drawings” and “actual execution” should be narrowed so as to avoid embarrassment in contractual obligations of the project developer. 

At present, project reports are based on insufficient investigations and required attention is not paid to carry out investigations which are essential to determine technical parameters of various components of the works as well as other inputs.  The object  of saying so is that difference  in  tendered quantities of works  and those  actually to be executed should become  as narrow as practicable, so as to determine a reasonable cost of the project at the time of preparation of project reports and calling of press tenders. 

          Such differences undergo exploitation by the tenderers and  cost escalations of unproportional dimensions take place.

         To avoid such  situation, a clause  can be  inserted  in tender documents requiring bidders to  study  investigation data  forming  part of  tender documents carefully and  they  be  given choice  of  supplementing  and/or carrying their own  need-based investigations, which should become  a part of their  cost bid, along with time required for that purpose. Such an approach would avoid post construction differences. 

(ii)
Price variation clause should be deleted from  NIT/tender documents.  It should be firm price contract without any variation, whatsoever.  

            Following additional clause may be introduced    in NIT;

For any things  that are  required for optimum, efficient and  safe operation of the project  according to  prudent  standards/codes  and  have not been  provided  specifically in tender document,  the bidders shall include provisions for the same  either in their  quoted  bid prices or  would  separately indicate  the same as a lump sum cost  - which shall be  based on their  expert assessment.

(iii)
Timely construction of the project requires a unified and coordinated approach to undertake construction activities, which are dovetailed with each other.  This would require that a project should be headed by a General Manager and all disciplines such as civil, electrical, design and accounts should be under his control.

Only graduate engineers should be posted on projects and those raised out of rank should be avoided.

(iv)
Project head should have full liberty to exercise control on all categories of staff in all administrative matters.  Anybody getting posted on the project should be placed at the disposal of the project head instead of posting against particular post. 

(v)       Project head should be  given a reasonable amount of liberty  to  select his team, so as to formulate a common approach of understanding  towards project management.

All disciplines forming part of the project management should be located at one place – as far as practicable, instead these being scattered.

(vi)
Since the works are to be carried by the contractors, there has to be strong design with quick response as well as effective management for  quality control as well as time control. 

(vii) 
Once “firm price approach” is adopted, an incentive scheme should be introduced in NIT itself  for  timely  completion and  accelerated incentive for completion  before time.

In addition  to  guarantees  already provided in various terms and conditions, another  performance warrantee should be  introduced  which should be  related to operational efficiency of the  water conductor system as well as of the  generating units. 

(viii)
Obligation of the Board towards  the contractors should be limited to provision of construction power and  land for  permanent components of the project.  Arrangement for  job facility  land should be left to  for  a  part of responsibility of the contractor.

Formulation of suggestions is a dynamic process and it shall continue to undergo changes, periodically, based on experience gained at different sites.

The Board  may  consider  taking appropriate actions. 



	9.4.24

9.4.24.1
	Generation Cost  of Board’s own Projects:

No further orders  after  interim order of 6-6-2005 in case No.181/05.

	Miscellaneous
	a) e-Governance:

The learned consumer representative  hopes that the  computerization in the Board shall proceed  as per the  milestones given in the status earlier. 

b) Phased un-manning of Sub-stations:

The learned consumer representative  contends that  this being the  provision  of National Electricity Policy, this  has to be done. 

The Commission notes  the status  but feels that the  damage has already been done  by compounding  the difficulties  in the  phased unmanning  of  the sub stations.  The commission re-iterates that  it is  going to lay down  the time frame for the phased unmanning of the sub stations  in the forthcoming  tariff order. 

e)    GPF,CPF  etc of Employees:

       The learned  consumer representative  reminds  the Board of the  submissions made in the earlier review hearings  that  the un-invested amount of GPF is being  used in the working capital of the Board and the Board has  not filed the response  in 2 weeks giving time frame for  bringing down  the balance in the current account to the minimum.  Since the consumers have to pay the  interest on the loans, the Commission should not allow the same as pass through.

       The Chairman, HPSEB submits that the deficit has been accumulating over the years as a result of the un-bridged gap between the  revenue and expenditure because of the  irrational  tariffs and the other considerations. He, however,  reaffirms  the undertaking given by his  former member (F&A) that the balance shall be  brought down to the minimum at the rate of  Rs.40 crores  every year.  Already it has been brought down by that  much  of  amount.  The DyCAO clarifies  that the net balance after investment  after March supplementary account may go up to about Rs.146 crores which would represent reduction of Rs.40 crores and not more.

         After hearing, the Commission orders that the balance  after  investment must be  brought down  ending  March, 2006 to  Rs.106 crores.  

          The Commission  pointed out  to the Chairman and  the Members of the Board that he was  deeply anguished and  pained to note that  the financial discipline  had been given  a complete  goby as will be evident from over expenditure  almost  on all items of expenditure as  allowed by the Commission in the ARR for 2004-05 - tariff order  dated 2-7-2004.  The over-expenditure  has been  colossal  of the  order  of  whopping Rs.192 crores.  This shows  utter  disregard for the  fiscal discipline and  scant  respect  for the  Commission’s orders and  approvals.  While on prorata basis  there has been  an increase in revenue for  the  year of 1% on sales outside  the State and  4% on sales  within the State over the approved figures, the expenditure gap has gone up to Rs.192 crores. This is  despite the fact that the Commission allowed depreciation of Rs.46.05 crores and return of Rs.35.82 crores @ 3% in the tariff order for FY 2004-05. If the increase in revenue is ignored, the over expenditure shall hit  a burgeoning Rs.200 crores.  The Commission asks  if that is the way  the Board is going to manage its  financial affairs?  The Chairman, HPSEB promises to look into the same. 

g)    3rd Party Meter Testing:

       The Commission staff has scrutinized  Annexure 5 and submitted its report  which is taken on record.  The report shows that the Commission’s order of 23-3-2005 specifically  states that  the 3rd party  testing arrangement should be put in place  within 6 months from the date of orders i.e. 23-9-2005.  The work plan, therefore, needs to be revised to put  the  3rd party testing upto   23-9-2005.

        After hearing, the commission re-iterates its earlier observations that the matter requires  deeper  study since the matter is revenue back-bone of the utility and to ensure  balance between the  interest of the consumers and the utility, 3rd party meter testing arrangement may have to go  concurrently with the in-house arrangement. 


Status affidavit  to be filed by 12-7-2005.

List for hearing on 16-7-2005 at 2.30 am for WTM.

Dated: 10-6-2005.






(S S Gupta)

  Chairman
