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Interim Order
 
Heard.
 
Written statement of submission by  the Managing director, HPJVVL  has been filed on 16-9-2004 in compliance to Commission’s interim order dated 9-9-2004 against  Direction  No. 9.4.4.  This is  taken on record.
 
An affidavit dated 7-10-2004 in regard to the progress and the  status of  compliance  of various directions of the Commission  given in the Tariff Order of  July 2, 2004 has also been received on 16-10-2004 and is taken on record.  Commission’s orders are recorded against each direction as  herebelow:
 
	9.1
	The  Commission again reiterates that the  tariff determined by the Commission and the directions given in the order  are quid-pro-quo and mutually inclusive.  HPSEB has to comply with the directions to the satisfaction of the Commission

	 
9.2& 9.3
	 
The Commission observes that there is no linkage and connection, whatsoever,  between  the  review petition filed by HP Govt and the  directions per se.  The directions are unambiguous.  The letter of credit having not been opened by the State Government of HP, the Board has no choice, whatsoever, but to charge the domestic tariff as approved by the Commission.  The Commission orders that notwithstanding the  review petition of GoHP, the  bills to the domestic consumers for the month of October, 2004 shall be issued on the  basis of  tariff determined by the Commission and shall  also include the arrears  from 5-7-2004 or even earlier if the  subsidy is  not received for that period.  The  credit may be given in the subsequent  bills if  and when the subsidy  amount is received from the Government.  Non-compliance  with this direction is liable to  attract  penal provisions of Sections 142 and 146 of the Act, besides  amendment, revocation, variation or alteration in the tariff.

	 
9.4
	 
The Commission notes that there is no change in  the status quo as reported in the quarterly  monitoring reports ending  June, 2004.

	 
9.4.1
9.4.1.1.
9.4.1.2
	 
Debt Restructuring:
The Board submits that the LIC has  re-aligned  rate of interest  from earlier 13/14% to 9% w e f 30-9-2004 on the  loan amount of Rs.33 crores.  PFC and REC have also realigned  the rate of interest from earlier 16% to 9%  and 8.5% respectively  on loan amounts  aggregating  Rs.144 crores out of total  balance of Rs.768.46 crores from PFC and Rs.143.93 crores from REC as on 31-3-2004. Both PFC as well as REC   desired the Board to  indicate the cut off date to  enable them to workout  prepayment premium which date  has been confirmed  as 15-11-2004.  KCCB has  also   agreed to realign the rate of  interest from earlier 12.5% down  9%.  The Commission is not in  agreement with  the Board’s contention that it will not be economical  to refund/repay  the whole amount of  non-SLR Bonds, amounting to Rs.1063.01 crores at old rates of interest. The Commission believes that it is always prudent to  liquidate and swap  the high cost  past  liability   of Rs.1063.01 crores at 10.2% to 13.15% to low cost debt at  under 9% instead of  carrying  on recurrent liability for future also at higher cost  and, therefore,  directs the Board to come  up with  concrete plan in this regard.  Application for extension in time  duly supported by necessary fee and justification as per  Commission’s directions  may be filed before 31-10-2004.
 

	9.4.1.3
9.4.1.4
	The Commission clarifies that the  loans shall be taken within the limits  approved in the ARR for f2004-05.  The Commission is not concerned with the  provisions made or approved by the Board  in its  budget estimates for the year 2004-05.
 
The application for extension in time be filed with full justification as per  orders of the Commission given in the interim order dated 8-9-2004 and the requisite fee by 5-11-2004.
 
It is not enough to issue  the instructions.  The compliance has to be monitored at a very high level.  The Commission, therefore, suggests that the member (F&A) of the Board may please monitor  the progress on monthly basis until compliance is made in full in respect of disinvestments/sale of idle, unproductive and un-remunerative assets.
It is submitted by the Board that it has already requested for  assistance from GOI through GoHP in swapping the high cost debt from LIC, REC, PFC and other financial institutions.  The Commission directs the Board to file  affidavit in regard to  the  response received, if any, from GoHP/GOI by 20-10-2004.

 

	9.4.1.5
	Prioritisation of Deliverables from ASCI:
It is  clarified that the deliverables  from ASCI on restructuring and reorganisation of the Board and the physical verification of the assets by some  independent  agency have to be  concurrent and not after  or before the other  as the two shall be  the basis  for  framing the  transfer scheme as envisaged under Section 131 of the EA,2003.  The Board submits that the interim report on restructuring and reorganisation of the Board   has been received from the ASCI on 16-10-2004.  The Commission directs that the same be filed with the Commission by 20-10-2004.  With regard to the physical verification of assets by  some independent agency the Board submits that the CE(SP) and  CAO are finalising the terms of reference.  In view of the   criticality of this  assignment it is  imperative  that the terms of reference are finalised within 15 days  and  invitation  for  bids (IFB) issued in the  following  5 days if the physical verification has to be  completed  well before April/May,2005. 

	 
9.4.1.7
	 
The  reports relating to  T&D loss, financial restructuring, employees cost etc are  crucial  and the stake  holders shall be  keen to know  during hearings on the next  tariff petition as to what the Board has done in these areas.  The Commission urges the Board again to request ASCI’s prioritisation  of these  reports to  late January or early February.

	 
 
9.4.1.8
	 

 

Valuation of Assets

 
Time bound  action plan should be worked out  for  conducting the physical verification of the assets from  independent agency so as to  have the information on the assets, revenue potential, faire value  and the  depreciated value to enable  realistic  transfer  scheme to be prepared by the GoHP.

	 
9.4.2
 
9.4.2.1
	 

T&D Losses:

 
The Commission notes that the T&D loss  study has been entrusted to ASCI as  additional work and  as  observed earlier, the Board should get it prioritised.
With regard to  the quantum of  reduction in T&D losses as a result of introduction of Kvah tariff, the Commission is not satisfied  with the theoretical calculations.  It insists  that  a performa  be devised for  tabulating  the consumption of various  large  supply consumers  in various industrial belts after 1-11-2001 and  comparison made with the consumption in   corresponding  months of the previous year i.e. from 1-11-2000 to 1-11-2001.   Computation of reduction in loss, then, be  worked out. This information must be  collected on priority and submitted before the next review hearing. 

	 
9.4.3
 
9.4.3.1
	 

Capital  Works in Progress (CWIP)

 
The Commission notes that the additional  capital works in progress to the tune of Rs.107.9 crores  have been  transferred to  fixed assets  since  the last report  and   urges the Board to keep up the  efforts until  all the capital works in progress  except  Larji are transferred before  30-11-2004. .
Application for extension in time be filed with  full justification as per directions of the Commission and the requisite fee etc  before 31-10-2004.

	 
9.4.4.
 
9.4.4.1
	 

Capital Projects:

 
From the perusal   of  Annexure-6, it seems that there are  huge time and cost  overruns on almost all the major projects  costing Rs.50 lacs and above.  The Commission would like to make it  abundantly clear that the  Commission would  not allow  cost overruns  on whatever  grounds except  force majeure.  The Commission staff  shall scrutinise  the details submitted by  HPJVVL through   Board’s affidavit of  16-9-2004 and submit the report a day before the next review hearing.  The Commission staff  shall also examine  Annexure-A6 and  ask  for additional information, if any, from the Board to  arrive at a just and fair conclusion as to the  possible  reasons for overruns.
 

	9.4.4.2
	The Board   submits  that it would submit  comprehensive plan to  curtail time and cost overruns by 30-11-2004.  The Commission notes that the  Board has  constituted a Committee comprising  CE(P) and CE(D) to “undertake  the  task of reasons and actions required for cost and time overruns in  generation projects” which will  submit its  report  by 30-11-2004.  The Commission notes that no  committee has been constituted for  transmission and distribution projects. This should also be done.   Application for extension in time, if any,  to file comprehensive plan to curtail cost overruns be filed with  the  justification as per the direction of the Commission and the  requisite fee before the next review hearing.  

	 
9.4.5
 
9.4.5.1
	 

Advance Consumption Deposit/Security:

 
The Commission is satisfied  with the action taken and  no separate  proposal shall be required now.

	 
9.4.6
 
9.4.6.1
	 

Multi Year Tariff:

 
The Commission notes  that  its direction has been grossly misunderstood by the Board.  The Commission observed during  the review hearing  on 9-9-2004 that  MYT ,being   one of the corner stones of the “Terms  and conditions for the determination of tariff”  Regulations-2004,  has  to  be  introduced as soon as possible to bring  about  predictability  and certainty in the  regulatory   decisions which, however, cannot be done until a  credible, reliable and                        accurate data base is  built  by the Board as  also directed  in 2001 tariff order.  The Board  was supposed to come up with concrete proposal for  building  a credible, reliable and accurate  data base and not  appoint the consultants for MYT frame work  which is the sole  prerogative of the Commission.  The Commission believes that the time  is not ripe  and until credible, reliable and accurate data base is   constructed  by the  Board, MYT would be  virtually tantamount to bringing  more uncertainty and  lack of  predictability and  holding  the consumers of  Himachal Pradesh  to  ransom.  The sine qua none per se  of MYT frame work is  the  reliable data base.  There is no question of  basing the tariffs  for 2005-06 on MYT what   with extremely  poor  data base of HPSEB.  The Commission directs the Board to file a  copy of the NIT, terms  of reference and, may be, one  sample  tender  to  enable it to understand  the extent of  damage done.

	 
9.4.7
	 

Date of  Applicability of KVAh based tariff:

 
The Commission is not at all satisfied with the information given in Annexure A-7. The Commission wonders  why the Board cannot  enforce  its own orders  on its own Circles and get the requisite information.  A period of about 3 months had been  given by the Commission for getting the data on load factor, demand factor, power  factor etc.  It is a pity that the direction has not been taken  seriously by the Board.  It is not open  to the Board now  to agitate  any possible loss  of revenue  on account of the  review which was to be undertaken  by the Commission on  receipt of data from the Board.  The Commission is also unable to  accept  the  reason  that  some 600 meters do not have the  component to measure  energy in Kvah.  This fact  should have been in the knowledge of the Board after due diligence before the tariff order was issued on 2-7-2004.  Similarly in the  inter-active meetings with the officers and the members of the Board, the Commission was  assured that the meters shall be  installed and the adequate   number of meter reading instruments  arranged in time for the introduction of Kvah tariff.  The Board  failed to file the requisite data with the Commission  before  30-9-2004; it failed to  bring out  the fact  of  600 electronic meters  not having the   component to measure  energy in Kvah and it failed to highlight the difficulties in implementing the Kvah tariffs. The data submitted now  from only 5 Circles is insufficient  and not very credible to  warrant any  review.  The loss, if any, shall be due to the Board’s own doings. 

	 
9.4.8
 
9.4.8.1
	 

Category-wise detail of Sales etc:

 
The commission observes that there is  a deviation of some 24% from the  forecasts in respect of financial year 2004-05; (2980 MU taken  in tariff order and 3705 MU projected by ASCI in the  forecasts).  The Commission had in its order in case No.114/02  directed that  forecasts must indicate the range of probabilities within which the load forecasts are expected to stay put and an automatic in-house mechanism devised within the Board for correcting the forecasts to stay on course within the range of probability in case of abnormal deviations. The Commission is unable to accept  these forecasts  for this reason alone.

	 
9.4.9
 
9.4.9.1
	 

Billing Details:

 
The Commission  directs the Commission staff to  scrutinise  Annexure A-8 with a view to  ascertain  if the details to be  printed on the front and backside of the bill, are as per the directions of the Commission. 

	 
9.4.10
 
9.4.10.1
	 

Night Time Concession:

 
The Commission reiterates that the  option is available only  upto 31-3-2005. The one month option notices  be issued to the affected  consumers  to buy the electronic meters,  if the Board does not have the resources for purchase of such meters or  is unable to purchase the same before 31-3-2005. 

	 
9.4.11
 
9.4.11.1
	 

Cost  and Time Over-runs:

 
This is covered under directions No.9.4.4.1 and 9.4.4.2.

	 
9.4.12
 
9.4.12.1
	 

Sales Manual:

 
The Commission staff  shall furnish the comments on the  amendment in the  Sales Manual already carried out by the Board. 

	 
9.4,13
 
9.4.13.1
	 

Outstanding Dues >From Govt Departments:

 
The Commission observes from the perusal of  Annexure A9 that the reference of Section 79 of the Indian Electricity Supply Act, 1948 given in the notice is illegal, the Supply Act, 1948 having  been already repealed. The notices already issued should be recalled and  fresh notices  issued  quoting the correct provision of section 56 of  the  Electricity Act, 2003. The Board submits that an amount of Rs.4.96 crores is being  received  every month on account of receivables from I&PH Department.  The Commission notes  that this is equivalent to current billing only.  The Board  submits that it has   ending June, 2004 receivables  amounting to Rs.141.15 crores from and payable  of Rs.87.18 crores to the Government of HP  and  it can adjust the  payables against receivables. The Commission reiterates  its direction to keep the pressure on for recovery of arrears of bills. 

	 
 
9.4.14
 
9.4.14.1
	 

 

Employee Cost:

 
The Commission is unable to appreciate  the  words “due course”, “very shortly”, “accordingly” used in the status report against various directions. The Board shall submit the  definite time frames for   compassionate employment, VRS, abolition of vacant posts etc. etc. The Commission also observes that the norms  committee constituted by the Board under CE(O) South is likely to  prejudice/prejudge the report from ASCI on employee cost. Further, the norms have got no sense in a dynamic  environment and the so-called  norms  committee  which would be another  one in the   line of  many others before it, is only  going to compound the issue.  Similarly, the  status report  informing that the daily rated  workmen shall be regularised as per the government policy is  in conflict  with the direction of the Commission, for  the regularisation  has to be strictly in conformity with the judicial orders only.

	 
9.4.15
 
9.4.15.1
	 

Material Management:

 
No status  or progress has been reported against Direction No. 9.4.15.1 in regard to the packages of materials required for  projects  in judicious mix  of “with and without”  labour component.  The Commission would like to hear  the Board’s view  point in the next review hearing in this matter.

	 
9.4.15.2
	 

The Board submits that  it has approved purchase of materials in respect of 11 items to the extent of 25% of the materials ordered for 2004-05.  Tentative  requirement has also been received from the field and the NIT  expected to be issued by the end of November, 2004.  Rate contracts  for 10 items each shall be concluded in every quarter  aggregating 40 items in a year. Commission is unable to comprehend as to why the direction cannot be  complied with in letter and spirit and why only coloured compliance and convenient compliance is attempted. 

 
The Commission is yet to receive  the calendar of  actions such as approvals, tendering, purchase order, delivery schedule and payments etc. as per  Commission’s directions as well as sub regulation (6) of Regulation 9 of HPERC (General Conditions of Distribution Licensee) Regulations, 2004 and sub-regulation (6) of Regulation 8 of HPERC (General Conditions of Transmission Licensee) Regulations – 2004.  The direction with regard to 15% of de-centralised  purchases having been issued the directions for recovering  automatically  from the person  ordering such material, if lying  unused for 6 months have yet to be issued.  This should be done without further  delay  and  copies  of directions  so issued to the field  units filed by 25-10-2004. 

	 
9.4.15.3
	 

The Board shall also  clarify  its stand  on 3rd party inspection  before  the next review hearing.  Definite time frame should also  be  given for the  development of inspection manual.

	 
9.4.16
 
9.4.16.1
	 

Metering, Billing and Collection Efficiency:

 
The Commission  feels that  one month period is too short for assessing the performance of the machines and suggests  negotiation for  6 months period.  Feedback  from PSEB with regard to the performance of the machines already installed  at Mohali may also be obtained. Nothing has been reported  on locating  the sponsor for  prepaid metering. 

	 
9.4.17
 
9.4.17.1
	 

Consumer Satisfaction Survey:

 
The Board shall furnish documentary evidence  of  having  imparted  necessary directions to the field officers. 

	 
9.4.18
 
9.4.18.1
	 

Mobility of Field Staff:

 
Definite time frame should be given for replacement of  transport and utility vehicles also in the next review hearing. The Board submits that  34 Maruti Cars and 3 Gypsy Vans  have been ordered on 30-9-2004. 

	 
9.4.19
 
 
9.4.19.1
	 

400 KV Line from Nalagarh to Kunihar and 400 KV Sub Station at Kunihar:

 
The Board  submits that  the Central Electricity Authority has asked for some additional information and shall submit the report which then  will be discussed in the meeting to be taken by the Central Electricity Authority. 

	 
9.4.20
 
9.4.20.1.
	 

Justification of REC Funded Schemes:

 
The Commission directs the Board to  wait until 31-3-2005.  If the scheme of Rs.160 billion comes,  then the Board  shall not  lift any money from REC for  the works executed during 2004-05. 

	 
9.4.22
 
9.4.22.1
	 

Departmental Charges;

 
The status  submitted now is in conflict with the status report submitted in the last review hearing when it was assured by the Chief Accounts Officer that the  order  with regard to  rationalisation of the  departmental charges may be issued within  a month.  The Commission directs that the committee so constituted shall meet  immediately and submit its report to the Board which shall also  take a  view  on the rationalisation of the departmental charges  before the next review hearing. 
The Commission clarifies that the works  executed by the Board  on wholly rechargeable basis on behalf of 3rd parties which are handed over  to them after completion and do  not form  assets of the Board alone are to be classified as Deposit Works.    In respect of  electrical works, all the works done after the meter are the deposit works.  In such cases  the R&M of the works, if undertaken by the  Board, has to be  reimbursed  by the parties concerned.  CAO  of the Board confirms  that  he has understood the  connotation  now. . 

	 
9.4.23
 
9.4.23.1
	 

Larji Project:

 
Direction given in the interim order of 9-9-2004 is reiterated. Board submits that the completion cost of the Project is estimated to be over Rs.1200 crores. This may prove to be  the  WATERLOO of the Board in that  the Commission is not going to allow the   over-run to be passed thro’ and this may  eat into the  very asset base of the  Licensee.    
 
The report of the committee comprising  CE(P) and CE (Design)  now constituted on 14-9-2004 is  to submit the report  by 30-9-2004.  This report  together with  earlier report from  CE(Larji) should be  filed before the next review hearing.  The Commission reiterates that  if it is not satisfied with the above reports of CE(Larji) or of the committee or  the reports are not submitted before the next review hearing, it shall  get the matter investigated thro’  some independent agency at the cost of the Board. 

	 
 
9.4.24
 
9.4.24.1
	 

 

Generation Cost of Board’s Own Projects:

 
The Board submits that the  tenders for consultancy have been received and are being processed.

	 
9.4.25
 
9.4.25.1
	 

Harmonic Distortions:

 
The Board shall monitor  the compliance of this direction within the stipulated time and the monthly progress reported  in the review hearings. 


 
In conclusion, the Commission is pained to have to observe  that after  the initial  euphoria shown by the Board in regard to the compliance of directions of the Commission given in the tariff order of 2nd July, 2004, a visible drift is beginning to set in now.  The domestic tariff determined by the Commission has not been implemented and complied with by the licensee. The Board  has not received the subsidy for the months of July, August, September and October, 2004 and yet  has not restored the domestic tariff to the rates approved by the Commission as directed in direction No.9.3 of the tariff order. The situation is simply not sustainable. The Commission,  in all humility and   with utmost  respect to the licensee,  shall like to make it  abundantly clear that if the direction is not complied with in letter and spirit and  as per the interim order given now against direction Nos. 9.2 and 9.3 the Commission shall have no option  but to  initiate  penal  proceedings  for the contravention of the directions of the Commission and order such amendments, revocation, variation and alteration in the Tariff Order as  it may deem fit. 
 
In the status report in respect of some directions,  bureaucratic  and perfunctory  words viz. “due course”, “as soon as possible”, “accordingly” etc. have been used  which is  neither here nor there.  In respect of some  other directions, either no action has been initiated   or the progress made towards the compliance  is, too, tardy.  The Commission  would accept only definite  time frames  and not open ended and vague replies as above. 
 
When quizzed by the Commission at many points  the CEs and  CAO of the licensee present in the review hearing could not give satisfactory replies and submitted that  they would have to seek instructions/approval from the Board. The Commission observes that the review hearing is  on compliance of directions by the Board and not by various heads of departments. The very objective of the review hearing shall be rendered otiose if  the vague, non-committal and  evasive replies   are given.  The Commission would make it clear  that, in the  subsequent review hearings,  if it is not satisfied  with  the response of the Licensee,  the Commission may require the presence of the Members and the Chairman of the Board in the review hearings.
 
The Chairman of the Board also being the Chief Secretary to the GoHP and  therefore, the  head of the State, the Commission would have  expected better  support from the Government  and more  autonomy  to the  licensee in permitting it to function on commercial principles.  Flip side  of  that, however, would be  that  the  Board is used by the Government in denying to it the subsidy and at the same time not  allowing it to charge the  tariffs as  determined by the Commission.  The flip  side  seems to have  prevailed as observed in the foregoing. The situation is simply  not sustainable and  acceptable to the Commission as it has the  dangerous  portent  of cutting into the net asset base  of the licensee.  The Commission advises the Licensee to  perform  as per the  rule of  law and not  shoot its own foot.
 
Next review hearing shall be held on 6th November, 2004 at 11.30 AM.
 
 
 








(S S Gupta)
18-10-04
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