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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2014-2016) having
been authorised by the Commitiee to presém the Report on their behalf, present
this Eighty First Report on Kerala State Electricity Board based on the Reports of
the Comptroller and Auditor General of India for the year ended 31st March, 2011
(Commercial) relating to the Government of Kerala.

The Reports of the Comptroller and Auditor General of India for the year
ended on 31st March, 2011 was laid on the Table of the House on 23-3-2012. The
consideration of the audit paragraphs included in this Report and the examination
of the departmental witness in connection thereto was made by the Committee on
Public Undertakings constituted for the years 2011-2014.

This Report was considered and approved by the Committee at the mceting
held on 25-2-2015.

The Committee place on record their appreciation of the assistance rendered
to them by the Accountant General (Audit), Kerala in the examination of the Audit -
Paragraphs included in this Report.

The Committee wish to express their thanks to the officials of the Power
Department of the Secretariat and Kerala State Electricity Board for placing before
them the materials and information they wanted in connection with the
examination of the subject. They also wish to thank in particular the Secretaries to
Govemmenf, Power and Finance Department and the officials of Kerala State
Electricity Board who appeared for evidence and assisted the Cormmittee by
placing their considered views before the Committee.

K. N. A. KHADFR,

Thiravananthapuram, Chairman,
23rd March, 2015. Committee on Public Undertakings.



REPORT
ON
KERALA STATE ELECTRICITY BOARD

Introduction

3.1 The distribution system of the power sector constitutes the final link
between the power sector and the consumer. The efficiency of the power sector is
judged by the consumers on the basis of performance of this segment. It constitutes
the weakest part of the sector, which is incurring large Losses. In view of the
above, the real challenge of reforms in the power sector lies in efficient
management of the distribution system. The National Electricity Policy in this
regard inter alia emphasises on the adequate transition from financing éupport to
aid restructuring of distribution utilities, efficiency improvements and recovery of
cost of services provided to consumers to make power sector sustainable at
reasonable and affordable prices besides others,

3.2 Kerala State Electricity Board (KSEB) was a Statutory body constituted
under Section 5 of the Electricity Supply Act, 1948. In accordance with the State
Power Policy, KSEB was functionatly organised (May 2002) into three profit
centres, namely Generation, Transmission and Distribution with a Corporate Office
for co-ordination. After the enactment of Flectricity Act, 2003 KSEB has been
functioning as the State Transmission Utility and a Distribution Licensee with
effect from 10th December, 2004 under section 172 {a) of the Act, ibid.

3.3 The Central Government approved the continnation of KSEB as a State
Transmission Utility and Licensee. In exercise of powers conferred under Sections
131 and 133 of the Act ibid, Government of Kerala (GoK) issued (September
2008) notification vesting functions, properties, interests, rights, obligations and
liabilities of KSLB in the State Government, in tum to be re-vested in a corporate
entity formed under the provisions of the Companies Act, 1956. A new company
by name Kerala State Electricity Board Limited was accordingly incorporated on
14th January, 2011.
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3.4 The management of KSFB was vested in a Board of Members ‘consisting
of the Chairman/Special Officer and seven members (four full time members, two
ex-officio  members representing the State Covernment and one
non-official member nominated by the State Government). They were Members
(Finance), (Generation), (Transmission), (Distribution) and Secretary 1o
Government (Power Department) and Principal Secretary to Government (Iinance
Department). The Board of Members was replaced by a Managing Committee
headed by a Special Officer since 25th September, 2008,

3.5 Energy sales within the state increased from 11331 MU in 2006-07 w
1454790 MU in 2010-11 i, an increase of 28.38 per cent. During the
corresponding period energy sales outside the State ranged from 76.66 MU
(2009-10) to 1346.76 MU(2007-08). As on 31st March, 2011, KSEB had
distribution network of 303407 CKM*, 361 substations and 58528 transformers of
various categories. KSEB had 1.01 crore customers as on 31st March, 2011 and
had a Tumover of T 5695.42 crore (including other income) in 2010-11, which
was equal to 35.06 per cent and 2.15 pér cent of the Tumover of State PSUs and
State Gross Domestic Product, respectively. Its employee strength was 29885 as on
31st March, 2011.

3.6 National Electricity Policy (NEP) aims to bring out reforms in the Power
Distribution sector with focus on system upgradation, controlling and reduction of
Transmission and Distribution (1" & D) Losses and power thefts and making the
sector commercially wviable besides {inancing strategy to generate adequate
resources. It further aims to bring out conservation strategy o optimise utilisation
of electricity with focus on demand side management and load management. In
view of the above, a performance audit was conducted on the Power Distribution
activities of KSER to ascertain whether they were able to adhere to the aims and
objectives stated in the NEP and National Electricity Plan and how far the
distribution reforms have been achieved.

* Circuit kilometer (CKM) is the route kilometers determined by measuring the length in terms of
kilometers of the actual path followed by the ransmission utility.



3.7 A performance audit on generation of electricity activity of KSEB was
included in the Report of the Comptroller and Auditor General of India No. 4
(Commercial), Government of Kerala for the year ended 31st March, 2010,

Scaope and Methoedology of Audit

3.8 The present performance audit conducted during January 2011 to June
2011 covers the performance of KSER’s distribution activity during the period
from 2006-07 10 2010-11. The performance audit mainly deals with network
planning and execution, implementation of Centrally Sponsored Schemes,
operational efficiency, billing and collection efficiency, financial management,
consemer satisfaction, energy conservation and monitoring. The audit examination
involved scrutiny of records at the Head Office and 18* out of 65 electrical
divisions, all the three Offices of Chief Engineers, twot out of three regional stores,
and four® out of five Transformer Maintenance Repair Divisions, all selected based
on random sampling®.

39 The methodology adopted for attaining the audit objectives with
reference to audit criteria consisted of explaining audit objectives to top
management, scrutiny of records at Head Office and selected units, interaction with
the auditee personnel, analysis of data with reference to audit criteria, raising of
audit gueries, discussion of audit findings with the Management and issue of draft
Performance Audit Report to the Management for comments,

Audit Objectives
3.1G  The objectives of the performance audit were to assess:

® whether aims and objectives of the National Electricity Policy/Plan were
adhered to and distribution reforms achieved;

* Adoor, Aléthur, Bé]ussery,--Cﬁengan}lﬁi, tﬁeﬁflala, Cﬁinoolr_,-'kalpeti;a," Kannur. Kbduné_a[l-c;:;r,
Kollamn, Kunnamkulam, Mananthavadi, Nilambur, Pala, Pallom, Pathanamthitta, Pavyannur and
Vaikom. )

1 Kundara and Kallai.

% Thirumala, Shoranur, Pallom and Angamaly,

§ Probability proportional to size without replacement.



adeguacy and effectiveness of network planning and its execution;

efficiency and effectiveness in implemeniation of Centrally Sponsored Schemes
such as Restructured Accelerated Power Development and Reforms Programme
(R-APDRPY) and Rajiv Gandhi Grameen Vidyuthikaran Yojana (RGGVY);

operational -efficiency in meeting the power demand of the consumers in the
State;

efficiency of billing and collection of revenue from consumers;

whether {inancial management was effective and surplus funds, if any,
were judiciously invested;

whether a system was in place to assess consumer satisfaction and redressal of
grievances;

that energy conservation measures were undertaken; and

that a monitoring systemn was in place and the same was utilised in review of
overall working of KSEB.

Audit Criteria

3.11 The audit criteria adopted for assessing the achievement of the audit

objectives were:

provisions of Electricity Act, 2003,

National Electricity Plan,-Annual Investment Plans and norms concerning distribution
network of KSEB and planning criteria fixed by Kerala State Flectricity
Regulatory Commission (KSERC);

terms and conditions contained in the documents relating to Centrally
Sponsored Schemes;

standard procedures for award of contract with reference to principles of
economy, efficiency and effectiveness;



® noms prescribed by various agencies with regard to operational

activities;

® norms of technical and non-technical Losses; and

® guidelines/instructions/directions of State GovernmenvKSERC.

Financial Position and Working Results

3.12 'The financial position of KSEB for the five years ending 2010-11 was

as given below:

Particulars
(1)
Paid-up Capital

Reserves and
Surplus (including
Capital Grants and
Committed Reserves
but excluding
Depreciation
Reserve)

Secured loans
Unsecured loans
Current Liabilities
and provisions
"Fotal
Gross Block

Less: Depreciation

2006-07

@
1553.00

3536.12

72.92
2498.52

3349.90

11010.46
8216.85

3070.27

* Figures for 2010-11 are provisionally.

o (%in crore)
2007-08 2008-09 2009-10 2010-11*
B @ ® ./

1553.00  1553.00 1553.00 1553.00

4055.28 4683.58 5427.19 6184.63

55.06 237.39 160.46 317.64
1856.72  1100.37 140948 1066.50

3753.29 423522 476466 5782.71

11277.35 11809.56 13314.79 14904.48
B6B4.56  9249.12 10192.17 11210.80

3485.36  3924.10 4375.33 4848.75



Net Fixed Assets

Capital works-in-

progress
Investments

Current Assets,

Loans and Advances
Regulatory Asset*

Deferred costs and

intangible assets

Net subsidy to be

written off
Total
Debt: Equity

Net Worth"

@
5146.58

1184.48

16.49

2871.71

142.23

46.67

1602.30

11010.46
0.78:1

3297.92

:(3) :

5195.20

1050.49

16.49

35601.52

233.52

37.83
1202.30

11277.35
0.46:1

4134.63

(4)
5325.02

1171.12

25.80

- 3065.50

982.69

3713
1202.30

11809.56
0.33:1

4014.46

&)
5816.84

1017.86

19.50

3005.12

2210.20

42.97
1202.30

13314.79
0.45:1

3524.72

(6)
6362.15

974.10

19.50

2900.94

3393.86

51.63
1202.30

14904.48
0.45:1

3089.84

313 It could be seen from the above table that the Regulatory Asset of

KSEB had increased over the years and the Debt-Equity ratio showed f{luctuating
trend and stood at 0.45:1 in 2010-11 compared o 0.78:1 in 2006-07. The Net
Worth of KSEB increased in 2007-08 in comparison to 2006-07 but decreased

from 2008-09 onwards. The decline was due to increase in Regulatory Asset.

Failure to utilise Regulatory Asset at the time of Tariff Fixation and to timely revise

of tariff led to deterigration in {inancial position.

"% The expenditure over income after accounting for prescribed rate of return on equity as notified by
Ceniral Electricity Regulatory Commission is treated as Regulatory Assoet.

+ Net worth represents equity plus reserves minus (Defered costs and intangible asscts plus Net
subsidy to be written off plus Regulatory Asset).



3.14 ‘The particulars of cost of electricity vis-3-vis revenue reahsatlon per
umit therefrom were as mdlcated helow:

SL Description  2006-07 200708 200805 2009-10 2010-11
. No. IR - - . —e e RN e e e - -
©“ @ T @ e ® o

1 Income

(i) Revenue from Sale  4286.13  4934.05 5097.49  4950.60 5403.76

of Power

(i) Revenue subsidy & 54.16
grants

{iii) Other income 130.03 201.79 252.33 233.26 237.50
Total Income 441616 513584 534982 518386 569542

2  Distribution (in MUs)
(i) Total power sold 15844.95 1672231 16069.43 17389.47 17869.75

Less: Subtransmission 370.10 310.40 312.57 357.53 401.73
L.osses outside State

Power available 15474.85 16411.91 15756.86 17031.94 17468.02
for Sale

(i) Less: Transmission & 3096.96 3015.3 2879.21 300695 2789.88
Distribution Losses

Net power sold 12377.89 13396.61 12877.65 14024 99 14678 14

3 Expenditure on
Distribution of
Electricity

{(a) Fixed Cost
(1) Employees Cost 898.09 904.87 1255.19 1451.53 1712.80

(ii) Administrative and ~ 135.10 12535 13545 16695 17456
General expenses



o e e
(iii) Depreciation 409,98

{iv} Interest and Finance 429.34

charges
Total fixed cost  1872.51
(b} Variable cost |
ti) Purchase of Power 1741.14
(ii) Electricity Duty 198.40

(iii) Repairs & 110.99

. Maintenance

Total variable cost 2050.53

(c) Total cost 3(a) + (b)  3923.04
4 Realisation (T perunit) 3.46
5 Fixed cost (T per unit) 1.51

*

6 Variable cost (T per unit) 1.66

7 Total cost per unit 3.17
(in ) (5+6)
8 Contribution (4-6) 1.80

(T per unit)

9 Profit(+)/f.0ss(-) 0.2%
per unit (in T) (4-7)

Including revenue subsidy.

(4)
419.09

352.77

1802.08

2297.04
215.72

116.26
2629.02

4431.10

3.68

1.72

0.37

()
434.74

339.60

2164.98

.3832.18

227.69

138.79

4198.66
6363.64
3.96
1.68
3.26

4.94
0.70

-0.98

(6)
451.22

263.56

2333.26

3748.87
258.26

173.16

4180.29

-1.11

()
473.43

280.91

2641.70

| 3958.98

260.12

231.85

4480.95

7122.65

4.85

0.67

-1.13



3.15 The realisation per unit saw  a fluctuating ™ trend and reached
¥ 3.72 in 2010-11 down from ¥ 3.96 of 2008-09 but improvement from
T 3.53 of 2009-10. The cost per unit of operation increased from ¥ 3.17 in 2006-07
to T 4.94 in 2008-09 and decreased to ¥ 4.85 in 2010-11. The Contribution*per unit
had declined from ¥ 1.80 in 2006-07 to a low of ¥ 0.55 in 2009-10 but improved
to ¥ 0.67 in 2010-11. ‘

3.16 It was also evident from the above table that purchase of power and
employee cost represented 55.58 and 24.05 per cent of the total cost in 2010-11.
Revenue from sale of power represented 94.88 per cent of the tolal’ revenue

in 2010-11.

3.17 We observed that revenue from sale of power had increased gradually
from I 4286.13 crore in 2006-07 to ¥ 5403.76 crore in 2010-11 except for a
marginal slide in 2009-10. This was due to withdrawal, in 2009-10, of special tariff
for excess consumption above the quota fixed for each consumer and withdrawal
of thermal surcharge permitted (2008-09), by Kerala State Electricity Regulatory
Commission (KSERC). During 2008-09 there was a huge increase of
43.61 per cent in the total cost as the employee cost jumped by 38.71 per cent
following wage revision .and the cost of purchase of power increased
by 66.83 per cent.
Recovery of cost of operaﬁons

3.18 KSIiB was not able to recover its cost of operations from the years
2008-09 onwards. Realisation Per Unit (RPU), Cost Per Unit (CPU) and Profit/
Loss Per Unit (P/1.PU) earned by KSEB during the last five years ending 2010-11

were as shown in the graph below:

357/2015.
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319 |t could be seen from the table relating to financial position that there
remained a Regulatory Asset of T 142.23 crore in 2006-07 which increased Lo
% 3393.86 crore in 2010-11 (even after including revenue Subsidies & Grants). The
steep increase in Regulatory Asset needs immediate attention of the State
Government for necessary remedial action. Our analysis revealed that the main
reason for deficit was purchase of power at increasingly higher price and there
being no increase in sale price of power.

Audit Findings

3.20 We explained the audit objectives, criteria and scope of performance
audit to the Management of KSEB during an Eniry Conference {(March 2011).
Audit findings were reported to the Management and the 5State Government (July
2011) and were discussed in an Exit Conference (September 2011). The Exit
Conference was attended by Member (Finance) and Member {(Distribution) of
KSEB and the Additional Secretary, Power Department. While KSIB replied to
audit findings (September 2011), Government replies were awaited (Novembcor
2011). The views expressed by the management have heen considered while
finalising this Performance Audit Report. The audit findings are discussed in
subsequent paragraphs.
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Distribution Network Planning

3.21 KSEB is required to prepare long-term/annual plan for creation of
infrastructural facilities for efficient distribution of electricity so as to cover
maximum population in the State. Besides the upkeep of the existing network,
additions in distribution network are planned keeping in view the demand/
connected load, anticipated new connections and growth in demand based on
Electric Power Survey condﬁcted by Central Electricity Authority. Considering
physical parameters, capital investment plans are submitted to the State
Government/KSERC. The major components of the outlay include normal
development and system improvement besides rural electrification and
strengthening of I'T enabled systems.

3.22 'The number of consumers and connected load during audit period were

as given below in bar chart:

HGRAPH// - In Annexure 'B' ; !
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3.23 While the system improvement and rural electrification schemes have
heen dealt with separately under subsequent paragraphs, the particulars of
distribution network planned vis-3-vis achievement there against in the State as a
whole are depicted in Annexure 12.

HI/LT ratio

3.24 High voliage distribution system is an effective method of reduction of
technical losses, preventon of theft, improved voltage profile and better consumer
service. The Govemnment of India (Gol) had also stressed (February 2001) the need
to adopt LT less system of distribution through replacement of existing I.1" lines by
HT lines to reduce the distribution l.osses. The KSERC had also accepted the
proposal to make the system I.'T Less and bring it to the ideal ratio of 1:1. Though
the HT/LT ratio of KSEB improved from 1:6.29 in 2006-07 t0 1:5.38 in 2010-11 as
shown in Annexure 12, the same was way behind the ideal ratio of 1:1. KSEB had
not formulated any action plan to achieve the ideal ratio. 'The increase in
LT lines was 38007 kms. while the increase in T lines was 12905 kims. during
audit period.

Management admitted (September 2011) that there was scope for
improvement in the ratio even though the ideal ratio of 1:1 would not be achievable
in the State due to high density of population.

Inadeqguate Transformation Capacity

3.25 The ideal ratic of transformation capacity to connected load is
considered as 1:1. The table below gives the details of transformation capacity at
110/66/33/11 KV substations and connected load of the consumers in the State
during the period 2006-07 to 2010-11.

(in MVA)
Year Iransformation Capacity Connected Load
2006-07 4853.30 12739.65
2007-08 501717 13753.33
2008-09 5239.70 16963.82
2009-10 5661.2(¢ 17629.50

2010-11 - 5763.70 18534.78
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Tt could he seen that there was gap in transformation capacity but KSEB
replied (September 2011) that as per its assessment, the existing transformation
capacity was sufficient given that domestic consumers constituted 80 per cent of
the total consumers and the all ime maximum demand recorded in the State was
31119 MW only against the present total connected load of 16681.30 MW
(18534.78 MVA).

Substation

3,26 Substation {55} is a part of an electrical generation, transmission and
distribution system. Substations transform valtage from high to low and vice versa
or perform any of several other important functions. A distibution substation
transfers power from the transmission system to the distribution system of an area.
The distribution substation reduces voltage to a value suitable for local distribution.
Increase in connecied load can be catered to by construction of new SS or

enhancement of existing SS.

The planned and actual additions in substations during five years from
2006-07 to 2010-11 were as given in Annexure 12, The percentage of achievement
was 20.55, 26.03, 21.43, 36.25 and 15.29 for the years 2006-07 to 2010-11
reflecting unrealistic planning by KSEB.

It could be seen that as against the planned addition of 166 SS during
2006-07 to 2010-11, only 94 SS were actually added. The connected load of
11465.69 MW in 2006-07 increased (0 16681.30 MW in 2010-11. The transformer
capacity increased from 5033.35° MVA to 7158.51 MVA during the same period.

Management replied (September 2011) that over targeting in network and
substation planning was deliberately resorted to counter extraneous causes of
slippage like court interventions and public interest. The reply was not acceptable
and we felt that absence of proper survey and defective Detailed Project Reports
(DPR) coupled with poor execution of projects had led to the non-achievement

of targets.
* At the beginning of 2006-07.
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IMPLEMENTATION OF CENTRALLY SPONSORED SCHEMES
Rural Electrification

3.27 The National Llectricity Policy states that the key objective of
development of the power sector is to supply electricity to all areas including rural
areas for which the Gol and the State Governments would jointly endeavour Lo
achieve this ohjective. Accordingly, the Rajiv Gandhi Grameen Vidyutikaran
Yojana (RGGVY) was launched in April 2005, which aimed at providing access 1o
electricity for all households in five years for which the Gol provides 90 per cent
capital subsidy.

3.28 Besides, the Gol notified the Rural Electrification Policy (REP) in
August 2006. The REP inter alia aimed at providing access to cleciricity to all
households by 2009 and Minimum Lifeline Consumption of one unit per
houschold per day as a merit good by the year 2012, The other rural electrification
schemes viz., Accelerated Electrification of one lakh villages and one crore
households, Minimum Needs Programme were merged into RGGVY. The features
of the erstwhile ‘Kutir Jyoti Programme’ were also suitably integrated into this
scheme,

3.29 As on 31st March, 2006, all the 1467 villages in the State (as per 2007
Census) were electrified (100 per cent) as per the definition * of Ministry of Power
(MoP).

RGGVY launched (April 2005) by Gol envisaged electricity supply 1o ail
rural households in a five year period. The Scheme contemplated creation of
necessary infrastructure through:

» Rural Electricity Distribution Backbone (REIX3)  provision of at least one
33/11 KV or 66/11 KV sub-station of adequate capacity in each block;

» Village Electrification Infrastructare (VEID)- - elecuification of every village
with a distribution transformer in cach habitation;

» Decentralised Distributed Generation (IDI)G) and supply- - 1DDG system in

villages where the grid connectivity is not feasible or cost effective; and

* 'If the number of households electrified were a1 least 10 per cent of the wial number of households
in the village, the village would be declared as electrified.
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«  Below Poverty Line Households to get electricity connection free of charge
and revenue sustainability of electricity supply to be ensured through
franchisees who could he Non-Governmental Organisations, Users’
Associations, Co-operati@s or Individual Entrepreneurs with association of

Panchayati Raj Institutions.

Rural Ylectrification Corporation Limited {(REC) was the nodal agency for the
implementation of the programme in the State. The programme was to be
implemented in the State in two phases covering seven districts each. The

following deficiencies were noliced in the preparation of Project Report:

* As per 2001 census, the number of un-electrified rural households in the
14 districts of the State was 17.04 lakh. KSEB submitted (May 2005)
proposal for electrification of 4.68 lakh™ rural households only [including
2.09 lakh Below Poverty Line {BPL) households] through construction of
seven Nos. 66/11 KV substations and 18 Nos, 33/11 KV substations at a
cost of T 438.36 crore.

+ The number of unelectrified BPL households in the seven districts under first
phase’ was 2.04 lakh, Out of these, only 1.22 lakh BPL households were
included in the Scheme, indicating absence of proper planning and action plan
which resulted in exclusion of 0.82 lakh BPL households in the Scheme.

KSEB was sanctioned (June 2005) an amount of T 221.75 crore by REC for
the first phase covering seven districts. A tripartite agreement was executed
(July 2005) between KSLB, GoK and REC and tumkey tenders were invited
(January 2006) for implementation of the Scheme. The tender found no bidders and
district-wise turnkey tenders were invited. The lowest rates received ranged from
76 per cent to 88 per cenl above Probable Amount of Contract (PAC). KSEB
therefore requested Gol/REC to permit them to execute the works on local contract

basis after providing the materials departmentally, except for the district of Idukki.

* ’Fhirﬁvanamhépuram-%?i?, " Kollam-27569, Pathanamthitta-53131, A]appui}ié;m&
Kotrayam-10946, Idukki-23799. ¥rnakulam-23005, Thrissur-32202, Palakkad-35881,
Malappuram-38167, Kozhikode-30674, Kannur-18831, Wayanad-38404, Kasargode-26162.

+ Idukki, Kannur, Kasaragode, Kozhikode, Malappuram, Palakkad and Wayanad.
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A quadripartite agreement was signed (February 2007) between KSEB, GoK,
REC and NTPC Electricity Supply Company I.td. (NESCL) by which NESCI.
agreed to provide consultancy for impiementation of projects in remaining six
districts covered under first phase of the project. REC sanctioned (March 2010)
¥ 114.57 crore on the basis of the IDPR prepared by NESCL. Sanction for 12PR by
REC was delayed due to:

+ Information furnished (in respect of 66/11 KV substation, 66 KV 1 line,
extension of 11 KV feeder etc.) by KSEB which was necessary 1o prepare
I?PRs being not in conformity with RGGVY guidelines;

* 'The schedule of completion of activities (PLRT chart) being not provided in the
submitted DPRs;

KSEB awarded (January 2007) the work of ldukki district (o ICSA India Lid.,,
Hyderabad on tumkey basis for ¥ 17,65 crore (Le., 19.45 per cent above PAC of
¥ 14.78 crore). Letter of Award (LoA) was issued (January 2007) and the entire
work was to be completed by 18 months from the date of LoA. The scheme for
Idukki district was completed in June 2010. ‘The total expenditure incurred
(2007-2011) by KSEB in respect of Idukki district was reimbursed (March 2007 1o
January 2010) by REC.

‘We noticed in respect of execution of work of Idukki district that:

KSEB after awarding the work (January 2007) prepared a revised DPR by
increasing the quantities of work (approved by RIC in January 2009) with
estimated cost of ¥ 19.95 crore. The actual quantity executed with respect to
' quantity as per work order and DDPR and quantity eligible for rate revision as at
June 2010 were as shown below:

Sl Details Unit Quantity
No. Asper  Asper Actual I'xcess  Liligible
work order revised execution executed for rate
- DPR revision
o @ ) 4 (5 (6) () (8)
1 No. of Villages No. 38 39 37

2 No. of Karas No. 81 100 83 2
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3 Erection of Km, 50444 35090 24594 .- Nil
11 KV lines ‘

4 Trection of 25 No. 351 308 275 - Nil
KVA transformer

5 Erection of Three Km. 34.28 62.14 63.51 29.23 12.08
Phase LT line '

6 Erection of No. 351 308 275 . Nil
DTR meters

7 Erection of Single Km. 12697 258.35 368.68 241.71 178.225
Phase LT line

8 BPL service No. 17834 16097 17238
connectton effected

As per Clause 9.1 of the Specnal Condmons of Contract (SCC) read w1th
Clause 24.1 of the General Conditions of Contract (GCC) of KSEB, variation in
quantities were 1o be fimited to 50 per cent for individual items and total variation
in all items under the contract shatl be limited to 20 per cent of contract price. For
quantity variation of individual items beyond 50 per cent, the matter shall be
referred to competent authority of implementing agency.

KSEB allowed rate revision in respect of the following works resulting in
excess payments amounting to T 83.30 lakh in contravention of Clause 24.1 of
GCC and 9.1 of SCC, as shown below:

SI Deratls of work Quanmy ' Old mte RR Excess Excess
No. R rate  paid
" Paid at  Eligible Excess, (Zin lakh)
revised for RR  paid |
RGO T ) I ) RN TN ) S O N C0 S ) N ) I

1 TPLYline (km.) 29.23 12.08 17.15 1.70933 2.5886 0.87927 15.07
~ 2 SPLT line (km) 241.71 178.22 63.49 121719 1.82515 0.60796 38.60

357/2015.
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[V N ) I ) B 5 BN (5 B (O B ¢ N ¢ N )
3 25KVA 55 “ 55 0.82779 1.36396 0.53617 25.4%
Transformer (No.)
4 DTR meters (No.}. 55 .- 55 (.08719 0.08979 (.0026 0.14
Total SZS.BO

'The works were awarded (August 2010 to January 2011) on turnkey basis in
respect of six districts (total PAC T 98.35 crore). The first installment received
(October 2010) was ¥ 20.84 crore which included loan portion of ¥ 2.12 crore.

Revised DPRs for implementation of RGGVY in the seven districts under the
second phase were submitted only in September 2010 10 REC and sanction was
awaited (November 2011).

We observed that:

» Even though five years had elapsed since the commencement of the Scheme,
the sanction for the works in seven districts to be covered in phase I had not
been obtained.

« Development of franchisce system was precondition (MoP, Gol order
March 2005) for release of second installment of fund by REC, The matter of
implementation of franchisee system in KSEB reguired major policy
decision at higher level. No decision had been taken on the issue so far
(November 2011) which would result in further delay of the already sanctioned
projects and non-attainment of the objectives of the Scheme. '

Thus, ineffective project implementation defeated the very objective of the
Scheme of providing electricity connection to 4.51 lakh” targeted rural households
including 1.92 lakh* BPL households in the 14 districts.

Management while accepting (September 2011) the observations in respect
of works of Idukki district explained that the failure in conducting accurate survey
to ascertain the actual requirement led to initial underassessment of quantity of
work to be executed. The Management did not reply to the observations regarding
the delay in implementation of the Scheme in other districts.

* 468 lakh rural households in 14 districts targeted for providing electricity connection under the
Scheme, as reduced by 0.17 lakh BPL households in Idukki district who were provided clectricity
connection under the Scheme so far.

+ 2.09 lakh BPL households targeted minus 0.17 lakh BPL households actually electrified.
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Restructured Accelerated Power Development and Reforms Programme

3.30 Gol introduced (February 2000) the Accelerated Power Development
Reforms Programme (APDRP) scheme through State Govemments for
strengthening the distribution and sub-transmission network in the country so as to
reduce the AT&C Losses and impart better service to the consumers. The Scheme

had two components; incentive component and investment component.

3.31 The incentive component of the Scheme was meant for incentivising
up to 50 per cent of the actual cash loss reduction that would be achieved by
SEBs/Lilities for the 10th Five Year Plan period.

Investment component of the Scheme involves replacement of mechanical
meters with static meters, installation of feeder meters, LT capacitors, substation
repairs and maintenance, IDTR repairs and maintenance, billing centre, data
logging, call centre, boarder meter, re-conductoring of LT 11 KV and LT lines,
installation of new IDXTRs. Under investment component, 25 per cent project cost
would be grant and the balance was to be arranged by SEBs. As per the guidelines,
the Scheme was to be completed between two to three years from the date of

sanction.

A total of 52 schemes was sanctioned by MOP for the State during the period
2002 to 2005 {for a total project cost of ¥ 858.50 crore.

» KSEB could complete only 38 schemes within the timeframe of
36 months when the Scheme was closed by MOP onr 31st March, 2009.
In respect of remaining 14 schemes (three city and 11 town schemes
sanctioned for T 438.88 crore), works to the extent of ¥ 232.32 crore remained

incomplete.
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Thus, the opportunity to get grant of ¥ 58.08 crore (25 per cent of incomplete
project cost of ¥ 232.32 crore) was lost and had to execute the balance work with

own funds treating it as normal development work.

In respect of the three incomplete city schemes, KSEB had anticipated
substantial line loss reduction due 1o automation and strengthening of distribution
system. Due to the schemes remaining incomplete the envisaged annual benefit to

the extent of 29.43 MUs of power worth ¥ 7.36 crore could not be achieved.

Management replied (September 2011) that the delay in execution of work

was attributable to:

» delay in commencement of work by contractor;

» non-submission of work schedule within the time {rame;

» delay in survey of work; and

» delay in getting sanctions/permissions from the local authorities.

It was further stated that though there was fund loss, the chjective of the
Scheme was achieved as all physical parameters were achieved and the delay was

due to various hurdles faced during execution of the Scheme.

The contentions of KSEB f{or defay in execution were inherent in such
schemes and were controllable. Thus, despite the Scheme parameters being
achieved KSEB had to forego not only grants of ¥ 58.08 crore but also the
envisaged annual benefit to the extent of ¥ 7.36 crore by way of reduction in line

losses due to non-commissioning of the three city schemes.
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Laying of 11 KV XLPE" Underground Cable

3.32 With a view to providing quality power with minimum losses, project
for laying of 11 KV XLPE underground (UG) cable within the town limits of
Kasaragode and Kanhangad under APDRP Circle Scheme was taken up. In order to
get approval from Power-Telecom Co-ordination Committee (PTCC) which was
mandatory for energisation of the UG cables, KSEB was to adhere to PTCC
standard of minimum vertical and horizontal clearance of 0.60 meters between
telecom and power cables. KSEB could not adhere to this requirement due to
supervisory lapses in execution of the contract work. PTCC denied (December
2007) permission for energisation of UG cables laid (July 2006) in these towns at a
cost of ¥ 1.73" crore. The objective of the works remained unachieved since

July 2006 and we are of the opinion that the investment had gone waste.
Restructured APDRP Scheme

3.33 In order to carry-on the reforms further, the GOI launched (July 2008}
the Restructured APDRP (R-APDRP) as a Central Sector Scheme for XI Plan, The
R-APDRP Scheme comprises Part A and B. Part A aimed to establish IT enabled
system for achieving reliable and verifiable baseline data system in all towns
besides installation of SCADA */Distribution Management System. For this,
100 per cent loan was provided which was convertible into grant on completion
and verification of the same by Third Party independent evaluating agencies.
Part B of the scheme dealt with strengthening of regular sub-transmission and

distribution system and upgradation projects.
* Cross Linked Polethylene Insulated Power Cable,
t Kasaragode ¥ 79.31 lakh and Kanhangad T 93.99 lakh.

} Supervisory Control and Data Acquisition-It generally refers to industrial control systems:
computer systems that moniter and control tndustrial infrastructure or facility-based processes.
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Delay in implementation of R-APDRP Scheme

3.34 Part A of the project was to be completed within three years of sanction.
GOI approved DPRs (worth ¥ 214.39 crore) of Part A for 43 town schemes and
sanctioned (November 2009) 100 per cent Loan of ¥ 214.39 crore. GOl relcased
(January 2010) fund of ¥ 64.31 crore for Part A of the project. Out of this, only
7 1.24 crore and T 4.19 crore were utilised during 2009-10 and 2010-11

respectively leaving an unspent balance of ¥ 58.88 crore.

For Part A of the Scheme, a work order for ¥ 189.94 crore to KIDN Korea {or
supplying an IT enabled system was issued (September 2010). GOK directed
(December 2010) cancellation of the process expressing reservation over the tender

process and is under litigation.

KSEB submitted (March 2010} DPRs of Part B for 40 town schemes to the
Nodal agency—-Power Finance Corporation Ltd. for sanction and the same was
approved (11 schemes in June 2010, 21 in August 2010 and 8 in December 2010).
DPRs for the balance three schemes were submitted in October 2010 of which two
schemes were sanctioned in February 2011 and one is pending sanction. ‘The
project cost approved for Part B was ¥ 872,17 crore. Gol in sanctioning Loan of
T 21804 crore (25 per cent) released (January 2010) ¥ 75.51 crore and
¥ 55.32 crore in 2011-12. The balance was yet to be received, The implementation
of Part B of the Scheme was in initial stages and KSEB could spend only

T 18 crure.
Strengthening of sub-transmission and distribution system

3.35 The focus in this part was on reduction of Aggregate Technical and
Commercial (AT&C) Losses on sustainable basis. Twenty five per cent of this
Scheme Cost was to be provided as Loan and up to 50 per cent of the Loan was
convertible to Grant depending on the utility maintaining AT&C Loss level at
15 per cent for five years,
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Aggregate Technical and Commercial Losses

3.36 One of the prime objectives of R-APDRP scheme was to strengthen
“the distribution system with the focus on reduction of AT & C Losses on

sustainable basis:

The graph below depicts the AT & C Losses of KSEB during 2006-07 to
2010-11: ’

//GRAPHY// -+ In Annexure 'C’

' Aﬂm- 'C’
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‘Though there had been a steady improvement in AT&C Loss reduction,
the percentage of actual energy loss was high when compared to the KSERC
target. KSEB should strive to achieve the target fixed by KSERC.

Consumer metering

3.37 Cent per cent metering had been achieved prior to 2006-07 itself.
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Operational Efficiency

3.38 The operational performance of an electrical uli]ity- is judged on the
basis of availability of adequate power ‘at reasonable rates for distribution,
adequacy and reliability of distribution network, minimising line losses, detection

of theft of electricity, etc. These aspects have been discussed below:
Purchase of Power

3.39 The demand for energy has been increasing year after year in the State
due to economic development. Assessment of future demand and requirement of
power is calculated on the basis of past consumption trends, present requirement,
load growth trends and AT & C Losses and its trend.

The details of demand of power assessed for the State based on the
17th Electric Power Survey (EPS), demand for power approved by KSERC and
power purchased during the period 2006-07 to 2010-11 in respect of the State as a

whole were as under:

_ {in Million Units)

Year Demand Demand Power Surplus/  Surplus/(Deficit)
assessed  approved generation  (Deficit)  against KSERC’s
in EPS by KSERC and purchase approval -
B B ) R B C I O B G R O R G
2006-07 13786 13652 14428 642 776
2007-08 15315 15315 15065 (250) (250)
2008-09 16266 16156 15293 {973} {863)
2009-10 16913 16665 16978 65 313

2010-11 17821 17461 17337 (484) (124)
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It may be scen from the above table that the power requirement was in excess
of the assessment as approved by KSERC during 2006-07 and 2009-10. There was
shortfall in the years 2007-08, 2008-09 and 2010-11.

For the above purchases, KSEB entered into long-term (LT) and short-term
{ST) power purchase agreements with various agencies, viz., State Generation
Units, Central PSUs, IPPs, etc., besides unscheduled interchange (UT) purchases on
need hasis, ‘The break up of the total power purchased into LT, ST and UI was as
follows:

#GRAPH/ -+ In Annexure ')’

A el Ul L

Parchase o W1
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It could he seen from the above that there was no short-term purchase during
2006-07 and 2007-08. Thereafter the short-term purchase increased every year
(33.44 per cent during 2009-10 and 74.89 per cent during 2010-11 compared to
previous years) whereas there was drop in long-term purchase in the years 2007-08
and 2010-11.

The source-wise purchase of power during audit peried was as given in
Annexure 13.

340 KSEB was not able to meet the power requirements of the
consumers in the State from its own generating units. It made purchases from
Central pool-N1PC-a Gol PSU and private sources.

357/2015.
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Cost per utit of power both under short-term and long-term purchase was
increasing from 2009-10 onwards. While cost of short-term purchase increased
from ? 4.50 in 2009-10 to T 4.66 in 2010-11, incréase in cost of long-term
purchase was from ¥ 3.12 in 2009-10 to ¥ 3.34 in 2010-11.

The purchase of power from outside parties had to be seen in view of the fact
that its own Capacity Expansion plans during the period 2006-2011 were not

fructifying as separately discussed in Para 3.52 below:

This indicated the need for capacity addition/augmentation of own
generation or the need to enter into L1" purchase contract to avoid expensive

ST purchases.
Sub-transmission and Distribution Losses

3.41 The distribution system is an important and essential link between the
power generation source and the ultimate consumer of eiectricity. Efficient
functioning of the system requires that there are minimum losses in
sub-transmission and distribution of power. While energy is carried from the
generation source to the consumer, some energy is lost in the network. The losses
at 33KV stage are termed as sub-transmission losses while those at 11KV and
below are termed as distribution losses. These are based an the difference between
energy received (paid for) by the distribution utility and energy billed to
consumers. The percentage of losses to available power indicates the effectivencss
of distribution system. The losses occur mainly on two counts, i.e., technical and
commercial. Technical losses occur due to inherent character of equipment used for
transmitting and distributing power and resistance in conductors through which the
energy is carried from one place te another. On the other hand, commercial losses

occur due to theft of energy, defective meters and drawal of unmetered supply, etc,
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The table below indicated the energy losses of KSEB for the five years up to
2010-11: '

(In Million Units}

St Particulars 2006-07 2007-08 2008-09 2009-10 2010-11
No. '
1 Generation and 14427.97 15065.11 15293.51 16978.04 17337.78
purchase
2 Sale within State” 11331 12049.85 12414.32 13971.09 14547.90

3 Energy losses {1-2) 3096.97 301526 2879.19 3006.95 2789.88

4 Percentage of energy 21.47 20.01 18.83 17.7¢" 16.09
losses (per cent)
{(37/1)x 100}

3}

Percentage of losses 20.46 19.55 18.39 16.92 15.31
allowed by KSERC
(per cent)

6 Excess losses (in MUs) 145.69 69.30 67.29 13413 135.23

7  Average realisation 3.46 3.68 3.96 3.53 3.72F

rate per unit (in T )

8  Value of excess losses  50.41 25,50 26.65 47.35 50.31
(¥ in crore (6x7].
It would be seéﬁ from ti1-e a-bové .t;.'lbl'e'm Vtﬁaitrr losses 'ha-d comedo:vrI
progressively and ranged between 21.47 per cent and 16.09 per cent during the five

years ending 31st March, 2011 but was more than the targets -of 15 per cent and

15.31 per cent set by MoP and KSERC respectively for achievement by 2010-11.
* This represents the energy available for sale within the state after deducting all the losses and sale
outside the state.
+ Truing up is pending before Kerala State Electricity Regulatory Cominission.
T Including revenue subsidy.
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The irnportéhce of reducing losses could be gauged from the fact that every
per cent decrease in energy loss would add an additional revenue of ¥ 64.50 crore

to KSEB at current average realisation rates.

Management replied (September 2011) that the target fixed for reduction of
AT&C Loss by 2011-12 in KSEB was 15.89 per cent. The reply is not correct as
the target set for AT&C Losses by MOP was 15 per cent by the year 2010-11.

Performance of Distribution '1ransformers

3.42 KSERC had fixed the norm of failure of Distribution ‘lransformers
(DTRs) {five per cent for urban and 12 per cent for rural areas) in its Tariff Orders.
The details of norms fixed, actual I7FRs failed and the expenditure incurred on

their repairs were as shown below:

'Sl Particulars 2006-07 2007-08 2008-09 2009-10 2010-11
No.

1 Existing DTRs at the close 39848 42924 47036 52724 58528
of the year (in Number)

2 DTR failures (in Number) 1728 1634 1310 1425 1207

3 Percentage of failures 4.34 3.81 2.79 271 206

4 Norm allowed by SERC 5/12 5/12 512 512 L/12
(in percentage)
(Urban/Rural)

5 Excess failure percentage Nil Nil Nil Nil Nil
over norms

6 Expenditure on repair of 172 124 1.28 117 131

failed DTRs (¥ in crore)
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It could be seen from the above table that the percentage of failure was
within the norms and showed a decreasing trend. Cause-wise analysis of failure of
DTRs revealed that failure due to overloading ranged between 9.10 per cent to
18.70 per cent during the period under audit.

Detailed analysis of four selected Transformer Maintenance and Repair
divisions revealed that failure on account of LT line short, poor oil condition, loose
connection, less Insulation Resistance (IR) value, lightning, internal short circuit
and less oil level contributed between 81.30 per cent to 90.90 per cent of the total
failures (other than manufacturing defects) during the audit period, which were
controllable.

Procurement of conventional Distribution Transformers

3.43 Government of India made (July 2009) purchase of energy efficient star
rated DTRs mandatory with effect from Janvary 2010. The minimum.
. recommended star rating was three. Use of three star rated DTRs, compared to the
conventional type IDTR, envisaged an annual energy saving of 1808.06 units for a
100 KVA DTR and 3347.196 units for a 160 KVA DTR.

We noticed that KSEB purchased 1600 conventional 100 KVA DTRs and
50 numbers 160 KVA DTRs between May and July 2010 which translated into
aggregate annual loss of 3.06 MUs of Power. Reckoning the average life of star
rated DTRs as 25 years, the potential loss of energy would be as much as
76.5 MUs worth ¥ 28.46 crore”.

Management stated (September 2011)' that purchase of conventional
transformers was resorted to for effecting timely service connections and for
carrying'out the targeted works as per annual plan which otherwise would have
been delayéd. They further stated that the loss worked out in Audit was
based on assumptions and not on actual system loss measurement. The reply was
not tenable as notification making use of star rated transformers, by

* Thirumala, Pallam, Angamaly, Shornur.
1 At the rate of ¥ 3.72 per unit, having a net present value of ¥ 1,23 crore (discounted at 12 per cent
per annum) and adjusted for the excess expendiure in purchase of star rated DTRs.
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Bureau of Energy Efficiency was mandatory with effect from January 2010 and the
purchase orders for procurement of star rated D''Rs were issued only in July 2010.
The Joss was worked out on the basis of envisaged savings in energy if star rated

transformers were installed.
Capacitor Banks

3.44 As at the beginning of 2006-07 the KSEB had an installed capacity of
capacitor banks to the extent of 1405 MVAR. During audit peried, 2006-07 to
2010-11, no new capacitor banks were added which could have improved the
voltage profile and reduced dissipation of energy 1o a great extent. Thus, the

opportunity of reducing loss of energy was lost.
Incidence of theft

345 Commercial losses are caused due to theft of energy by tampering of
meters by the consumers and unauthorised tapping/hooking by the non-consumers.
As per section 135 of Electricity Act, 2003, theft of energy is an offence punishable
under the Act. As per Section 126 (5) of the Llectricity Act, 2003, the penalty to be
levied for unauthorised use of electricity is to be determined for the entire period
for which theft is established or twelve months prior to the date of detection of
theft, if the actual period could not be ascertained. This would require checking of

electrical installations at consumers premises at least once in a year.
Performance of Raid Team

3.46 In order (o minimise the cases of pilferagesloss of energy and (o save
KSEB from sustaining heavy financial losses on this account, Section 163 of
Electricity Act, 2003, provides that the licensee may enter the premises of a
consumer for inspection and testing the apparatus. ‘there were 13 Anti-Power ‘Theft
Squads (APTS) as at the end of March 2011 in KSEB. ‘This Vigilance team headed
by an Officer of the rank of Inspector General of Police at its headguarters was

entrusted with the task of conducting raids/checking the premises of the consumers
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with the assistance of Assistant Engineers and other departmental officers of
KSEB. Executive Engineers of the divisions concerned were required to prepare
work plan to conduct raids by identifying such consumers/areas where large scale
theft was suspected. Following was the position of raids conducted during
audit period:

Si.  Year Consumers Target Consumers Theft Assessed Realised Unrealised
No. as on checked Cases amount amount amount
31st March

(Tin crore) .

Number

1 2006-07 8713870 9600 16221 1895 12.73 11.04 1.6S
2 2007-08 9033756 13200 18606 1144 16.93 10.49 6.44
3 2008-09 9363461 13200 15792 504 29.57 1896 10.61

4 2009-10 9743476 15600 17936 369 30.63 20.47  10.16

w

2010-11 10127946 15600 21413 355 13.83 10.94 2.89

As per Section 126 of the Electricity Act, 2003, in the event of detection of
unauthorised connected load, consumers shall be penalised at twice the normal
tariff for twelve months prior to the date of detection. For theft, the penalty fixed
varied between three o six times the financial gain on account of such theft of

electricity.
We noticed that:

* Each team had a target of 100 raids per month. The percentage of checking of
consumers was on an average 0.20. The percentage of checking in terms of
number of consumers had decreased from 3.52 in 2008-09 to 2.17 in 2010-11 in
respect of ETT/HT consumers. In respect of industrial, commercial, agricultural
and domestic category of consumers the pércentage of checking was 5.31, 0.57,
.16 and 0.09 respectively as at the end of 2010-11.
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+ Given the low frequency of checking, the time gap between one check and
subsequent check could be more than one year. The penalty system as thus
formulated did not act as a deterrent due 10 low frequency of checking,

« Out of unrealised amount of T 31.79 crore, 113 cases involving ¥ 3.75 crore
were in litigation as at the end of March, 2011.

Management replied (September 2011) that apart from the APYS inspection,
consumers’ premises were also inspected by Section squads and by sub-engineers
and meter readers. Management reply was however silent on the follow-up action
taken by KSEB in respect of the cases detected.

Billing Efficiency

3.47 The broad categories of consumers of KSEB included low tension \
high tension and extra high tension, railway traction and bulk supply. While the
low tension consumers were billed bimonthly by electrical sections, other
consumers were billed monthly by Special Officer, Revenue of KSEB.

The efficiency in billing of energy depended on whether:
« all the consumers who were to be charged had been billed; and
« the billing was correctly done.

Performance of KSEB in this regard was as below:

Sl Particulars 2006-07  2007-08 2008-09 2009-10 2010-11

No.
| 1 ”Eliliérgymav-ailable - 12377.89 13396.61 12877.65 14024.99 14678.14
for sale
2 Free Supply' 7.18 7.73 6.04 4.30 2.91
3 Energy billed 12370.71 13388.88 12871.61 1402069 14675.23
4 Assessed sale as N.A. N.A. N.A. N.A. N.A.

percentage of inside
the state sales
* “Low tension are further segregated into domestic, industrial, commerciat and agriculture,

+ Domestic consumers, having connected load up to 500 watts and menthly consumgption up to
20 units.
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3.48 It would be seen from the above that energy billed during the audit

period ranged between 99.94 per cent to 99.98 per cent of the total energy available

for sale while free supply was in the range of 0.06 per cent to 0.02 per cent.

Electricity supplied (28.16 MU) to non-paying group resulied in expenditure of
¥ 11.23 crore [calculated at Average Cost of Supply (ACOS}] during the audit
period. However, no proposal was made by KSEB for claiming this amount as

subsidy from State Government. The number of beneficiaries who availed free
supply of power decreased from 45510 in 2006-07 to 29033 in 2010-11. We
noticed the following deficiencies in billing in the audit period:

In respect of 235 consumers under 15 electrical divisions, during meter fanlty
period, billing was done reckoning incorrect average consumption resulting in
short billing of ¥ 28.87 lakh.

Short collection of fixed charge of ¥ 5.64 lakh from Low Tension consumers in
12 Electrical Divisions.

Non-collection of penalty (20 per cent of fixed and energy charges), having a
revenue impact of ¥ 37.86 lakh, for non-installation of specified capacitors in
respect of 109 consumers under 12 Electrical Divisions.

In respect of 122 consumers under 17 electrical divisions, erroneous application
of tariff resulted in under realisation of revenue to the extent of ¥ 1.83 crore,
Further, in respect of 58 consumers, single phase tariff was levied instead of
three phase tariff, resuiting in short collection of revenue of ¥ 11.67 lakh.

In respect of 252 cases of unauthorised load detected under 15 divisions by
APTS w'ing of KSEB, non-collection of penalty was to the extent of
% 1.85 crore.

As per the CEA norm, power factor for granting incentive/charging penalty has
been fixed at 0.95. In violation of this, KSEB was granting incentive/charging
penalty reckoning power factor at 0.90.

357/2015.
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* As per section 152 of Electricity Act, 2003, criminal proceedings for theft of
electricity can be avoided by paying penalty. It was noticed that
¥ 11.37 lakh was short collected on this account from 19 consumers, Criminal
proceedings were not initiated in any case so as to serve as a deterrent to
others.

= Three consumers having connected load more than 100 KVA were billed under
LT category instead of HT category resulting in revenue short collection of
¥ 25.05 lakh. ‘

* Penalty (50 per cent of tariff) of ¥ 1.27 lakh for non-segregation of light load
from power load was not collected from 16 LT industrial consumers,

*  Short collection of T 2.89 lakh as meter rent in respect of 161 consumers under
seven Divisions.

+ Non-collection of minimum guaranteed amount of ¥ 9.51 lakh from 15 LT
industrial consumers.

* Unauthorised extension of electricity connection was wrongly classified as
unauthorised additional load resulting in short recovery of penalty of
¥ 52.28 lakh from 28 consumers in four Electrical Divisions.

* Failure to bill consumption and additional street light points resulted in revenue
short collection of ¥ 19.79 lakh.

* Non-billing of electricity duty and consequent short collection of ¥ 1.99 lakh
was noticed in respect of 28 consumers under two Divisions.

Management assured (September 2011) that remedial action will be taken.
Undercharging/non-levy of Initial/Additional Security Deposits

349  Asper Regulation 13 of Kerala Electricity Supply Code, 2005, KSEB was
empowered to collect security deposit equivalent to two/three months’ electricity
bill from consumers having monthly/bimonthly billing cycle. Security deposit

remitted at the time of power connection was to be reviewed every year and
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additional deposit collected if the'security deposit feil short of the required amount.
The additional security deposit was to be paid by the consumer within 30 days of
the notice. In case, the consumer failed to deposit the additional security, the
supply of the defaulting consumers was to be disconnected.

There was failure to have an'implementation mechanism to review the
increase in load consumption and indicate the additional deposit payable in the

consumers’ bills,

A test check of records of 18 Electrical Divisions revealed that KSEB had not
collected additional security deposit of ¥ 66.65 crore from 1598 consumers as of
March 2010 in compliance with the above provisions.

Management admitted (September 20111) delay in collection of additional

security depaosit.
Revenue collection Efficiency

3.50 Revenue from sale of energy was the main source of income of KSEB,
Therefore, prompt collection of revenue assumes significance. The salient features
of the collection mechanism being followed were as follows:

+ Payments of energy bills by cash, cheques or by demand draft.

* Revenue billed in respect of HT services is collected by Special Officer

(Revenue).

* Inrespect of LT services, electricity bills are generally collected by the cashiers
except in some areas where collection work is entrusted to certain private

collection agencies.

* HT consumers are required to pay current charges within 15 days and
LT consumers within 7 days from the date of the bills, failing which the
consumers are liable for payment of additional charges of 18 per cent
per annum on the amount of the bill for the period of delay.
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The table below indicates the balance outstanding at the beginning of the

year, revenue assessed during the year, revenue collected and the balance

outstanding at the end of the year for the last five years ending 2010-11.

Sl Particulars 2006-07

1 Balance outstanding at the  1605.93
beginning of the year

2 Revenue assessed/bilted 4286.13
during the year

3 Total amount due 5892.06

for realisation (1+2)

4 Amount realised 4107.51
during the year

5 Amount written off 5.79
during the year

6 Balance outstanding at 1778.76
the end of the year

7 Percentage of amount 69.71

realised to total dues (4/3)

8 Arrears in terms of 4.98
No. of months assessment
(Sl. No. 6/ Sl. No. 2 X 12 months)

1778.76

45934.05

6712.81

4743.09

5.26

1964.46

70.66

4.78

_(Tincrore)

2007-08 2008-09 2009-10 2010-11

1964.46 1728.97

5097.48 4950.60

7061.94 6679.57

5285.89 4864.81

47.08 8.74

1728.97 1806.02

74.85 7283

4.07 4.38

1806.02

5403.76

7208.78

5230.24

36.09

1943.45

72.54

432
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We observed that:

+ The balance outstanding had increased to ¥ 1943.45 crore in 2010-11. The
arrears in terms of number of months’ assessment which was 4.98 in 2006-07
though had decreased to 4.32 in 2010-11. Age-wise analysis of the above
outstanding dues as on 31st March, 2010 as shown in the Demand Collection
and Balances (DCB) for the quarter ending 31st March, 2010 further indicated that;

Dues of T 52.99 lakh pertained to the period up to 19906-91.

Dues outstanding for more than three years amounted to ¥ 550.81 crore
{2009-10) (30.58 per cent of the total dues) consisting of dues from
LT and HT categories (3100.40 crore).

» As per provisions of Kerala Electricity Supply Code, 2005, in case electricity
dues are not deposited by consumers within due date, supply shall be
disconnected temporarily. Electricity supply to 91 consumers, having arrears
{December 1984 to May 2011) of more than Rupees one lakh each, was not
disconnected as per the above provision. Failure to enforce the deterrent
provisions precipitated default in payment resulting in accumulation of arrears
of ¥95.41 crore (July 2011).

Management stated (September 2011) that since 2006-07 the ratio of sundry
debtors for sale of power to total sales had reduced from 41.50 per cent to
25.71 per cent (excluding receivables from Government) during 2009-10 by
improving collection mechanism and added that remedial measures would be taken

in remaining observations.

Financial Management

3.51 Efficient fund management serves as a tool for decision making, for
optimum realisation of available resources and borrowings at favourable terms at
appropriate time. The fund management activity includes revenue collection,

billing, borrowings, grants, tansfer of funds, interest recovery/payments,
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restructuring of loans, security deposits, bank reconciliations and other related
transactions. While the revenue and billing have been dealt in the preceding
paragraphs, other areas are discussed below:

Cash inflow and outflow

3.52 The following table depicts the details of cash inflow and outflow for
the three years ending 31st March, 2010

(< incrore)
sl Particulars 2007-08  2008-09  2009-10
No.

CashInflow
1 Net Profit/(Loss) 217.42 217.42 240.71
2  Add: adjustments 636.51 -1063.60  -2536.86
3 Operating activities 5948.78 1452.23 2327.08
4 Investing activities 186.47 422.56 449.77
5  Financing activities 309.13
Total 1989.18 1028.61 789.83
Cash Qutflow
6  Operating activities 123.51 22.81 178.12
7  Investing activities 364.88 653.81 789.33
8 Financing activities 641.8 756.36 .-
Total 1130.19 143298 96745

Net increase/decrease in cash and 858.99 -404.37 -177.62
cash equivalent

Add: Opening cash balance 724.19 1583.18 1178.81
Closing cash balance 1583.18 1178.81 1001.19

It could be observed from the cash flow statement that there was ncgative

growth in cash and cash equivalent as at the end of 2009-10. The repayment of

long-term loans of T 2235.57 crore and capital expenditure of T 1798.71 crore

incurred for peneration projects, transmission lines, substations and creation of

village electrification infrastructure were the main reasons for such negative
chauges in cash flow.
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We noticed the following important cases which had a bearing on the

finances ;

The long-term borrowings of KSEB decreased from ¥ 3335.93* crore in
2006-07 to X 1409.48 crore in 2009-10 as a result of repayment .of
borrowings of X 2235.58 crore. The repayment was possible not because
KSEB generated sufficient cash surplus on its own but on the contrary
through inability to incur capital expenditure of ¥ 1678.43 crore during
2006-2010 in the generation and distribution sectors. Curtailment of
capital expenditure had its effect on shorifall in capacity addition, high
LT/HT ratio, non-installation of vital capital equipments, insufficient
transmission capacity etc., as discussed in preceding paragraphs, Most of
the generation projects were postponed due to poor planning, the
renovation and modernisation were also delayed, which had been
discussed in Paragraph 3.25 of Audit Report (Commercial) No. 4—
Government of Kerala for the year ended 31st March, 2010.

This shortfall in capacity addition had its fallout in the form of purchase
of power from outside parties as already discussed in Paragraph 3.40.

Management stated (September 2011) that repayment of loans was
ensured through surplus cash generated and utilisation of non-cash flow
expenditure. KSEB had incorred capital expenditure of ¥ 514.47 crore
T 364.37 crore, X 644.50 crore and X 875.54 crore during 2006-07, 2007-08,
2008-09 and 2009-10 respectively. They further added that capital
expenditure during 2008-09 was higher than previous year. The reply was
not acceptable since audit observation was on actual shortfall in capital
expenditure vis-a-vis planned expenditure. Actual capital expenditure as a
percentage of planned expenditure during 2006-07 0 2008-09 was only
69, 32 and 52 respectively which was due to non-implementation of the

planned schemes.

*At the beginning of 2006-07.
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They procured 3.34 lakh three phase LT meters during the period
November 2008 to May 2011 at a cost of ¥ 77 crore in 8 tranches for
replacement of existing faulty meters and for giving new connections. But
instead of purchasing the basic meters, added the specifications of the
meter being able to give the ‘time of the day’ (ToD)) consumption readings
facility also based on the recommendations of their Technical Core Group.

We noticed (September 2009) during an examination of the proposal and
purchases that the differential ToD tariff was not contemplated for the L¥
consumers* of KSEB either in 2008 ar now (November 2011). Thus, the
purchase of equipment (from November 2008) which was beyond the
needs, cost KSEB an extra expenditure of ¥ 41.03+ crore.

We also noticed that KSEB, to arrive at the guantity to be purchased, did
not have a procedure to ascertain the stock in hand of meters at various
Divisions/Sections. The requirement was assessed based on stock at
Transformers Maintenance and Repair (TMR) divisions only which was a
case of poor planning. We apprehend that much of this purchase was
unnecessary besides being beyond the needs of KSEB.

Management stated (February 2010) that decision of KSEB to procure
three phase LCD meters with ToD facility was a practical approach for
introducing technologically advanced meters suitable for implementing
ToD tariff required in future. The reply was not tenable as no approved
tariff applicable to all LT consumers existed and KSEB had not even
studied the revenue implication of ToD tariff. Advance procurement did
not have advantage; on the contrary there was a risk of technological
obsolescence and not getting the benefit of declining price trend of
electronic metering equipments.

*

Except for LT IV Industrial, LT VI{ (A) and (C) commercial consumers with connected load
of 20 KW and above and ToD uariff for LT Industrial consumers having contract demand of
27 KW and above.

Comparison made in Audit with meters having LCD display, tamper proof features and
downloading facilities through Common Meter Reading Instrument. DGS&D Basic price
T 830 (September 2008), ¥ 775 (November 2009) and ¥ 774 (October 2010). 16500 meters
@ ¥ 1,280 (2110-830)=Y 21.12 crore and 162000 meters @ ¥ 1,178 (1953-775)=% 19.91,
crore.
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For the implementation of Bachat Lamp Yojana* (BLY) in the State,
KSEB sanctioned (2010) a loan-of ¥ 51.50 crore to Energy Management
Centret (EMC). The loan was to be repaid with 13.50 per cent interest.
Repayment of loan was critically dependent on the capacity of EMC to
earn carbon credit under Clean Development Mechanism (CDM) and sell
the same. '

For any agency to be eligible for carbon credits, registration with
UNFCCCt was mandatory. Though the BLY scheme was closed in
August 2010, the same was registered by EMC with UNFCCC only in
May 2011.

Management replied (September 2011) that repayment of loan was
dependent on sale of carbon credit by EMC. The EMC could not recover
any amount so far (November 2011) through sale of carbon credit
rendering the recovery of loan advanced to EMC doubtful.

As discussed in Paragraph 3.49, KSEB did not collect additional security
deposit amounting to X 66.65 crore from the consumers. Meanwhile, their
working capital borrowing had increased from X 72.91 crore in 2006-07
to T 160.45 crore in 2009-10. Collection of the additional security deposit
would have lessened this external borrowing to a considerable extent with
annual interest savings of X 1.33 crore,

They granted favour to EHT consumers and HT§ consumers also by
allowing them to remit 50 per cent of additional security deposit by way
of bank guarantee instead of cash. This itself deprived KSEB of working
capital to the tune of X 83.56 crore with potential interest savings of
T 1.671 crore.

* A scheme introducec by the Bureau of Energy Efficiency under the Ministry of Power aimed at
selling CFLs ai subsidised rates to domestic consumers in order to reduce peak hour power
consumption in the country. The difference is prices was to met from carbon credit under the
Clean Development Mechanism:.

+ As Distribution utilities were not allowed to propose projects under BLY, KSEB inplemented
the scheme through Energy Management Centre (EMC), an autonomous body of Government
of Kerala.

+ United Nations Framework Convention on Carbon Credit. _

§ In case of HT consumers 50 per cent of additional security depaosits exceeding T 5 lakh.

| Based on the borrowing rate of 8 per cent less 6 per cont interest payable on security deposit.

357/2015.
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Management replied (September 2011} that mode of collection of security
deposit was in accordance with the provisions of Kerala Llectricity
’ Supply Code, 2005, approved by KSERC. The reply was not acceptable
since the provisions as proposed to KSERC by KSEB were not framed to

safeguard its own financial interest,

*  As discussed in Paragraph 3.31, the incentive component of the APDRP
scheme was meant for incentivising up to 50 per cent of the actual cash
loss reduction that would be achieved by SEBs/Utilities for the 10th Five
Year Plan period. We noticed that KSEB claimed ¥ 3082.08 crore as
incentive for the period 2001-02 to 2008-09. The claim received was
X 64.94 crore (against the claim of ¥ 168.03 crore) for the years 2001-2003 and
T 82.99 crore (against the claim of T 467.14 crore) for the year

2004-05. Decision in the matter was awaited (November 2011).

SUBSIDY SUPPORT AND CROSS SUBSIDISATION
Subsidy Support

3.53 During the performance audit period against the subsidy claim
(2003- 2011) of X 670.55 crore, only X 99.97 crore was actually paid by the State

Government.
Cross Subsidisation

3.54 Section 61 of Flectricity Act 2003 stipulates that the tariff should
progressively reflect the average cost of supply (ACOS) of electricity and also
reduce cross subsidy in a phased manner as specified by the Commission. National
Taritf Policy envisaged that the tariff of all categories of consumers should range
within plus or minus 20 per cent of the ACOS by the year 2010-11. The tariff
proposals submitted by KSEB did not adhere to this.
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The position as regards cross subsidies in various major sectors was as
depicted in the table below:

Particulars | 2006-07 2007-08 2008-09 | 2009-10 | 2010-11
Average cosL
of supply -
317, . 4.00 464, 485.00
(ACOS) in 317.00 331.00 49 £54.00 85
paise

Average Revenue from

Paise | Percen-| Paise | Percen- . Percen-| Percen-| | Percen-
Paise Paise per| Paise per|
per ltageof| per |tage of . [tage of | tageof . tage of
. . . per unit S| unit unit -
unit | ACOS | unit | ACOS ACOS ACOS ACOS

Domestic  (166.9§ 52,67 |172.1] 51.99 | 191.7t | 38.81 | 19146 | 41.26 | 198.32 | 40.89

Commercial 660.68 208.42 | 668.2 | 201.87 | 743.65 | 150.54 | 702.35 | 151.38 { 722.86 | 149.04

Industrial  [414.73 130.83 [414.75] 125.30 | 459.81 | 93.08 | 426.41 | 9150 | 437.17 | 90.14

Agricultural {102,324 32.28 {105.45f 31.86 | 135.35 | 27.40 109.9 23.69 | 115,11 | 23.73

Public
187.1§ 59.04 1190.15| 57.45 | 200.31 | 40.55 | 191.64 | 41.30 | 211.82 | 43.67
Lightinp

HT & EHT  [354.14 124.33 |401.24f 121.22| 479.77 | 97.12 | 414.47 | 89.33 | 42458 | 87.54

Railway
334,73 10559 1359.04{ 108.47 | 475.84 | 96.32 | 397.87 | 85.75 | 412.16 | B4.98
Traction

Bulk supply 276.3% 87.18 |286.65| B6.60 [ 455.72| 92.25 | 347.05 | 74.80 | 364.77 | 75.21

3.55 As seen from the table the tariff fixed for various categories of consumers
was not restricted to the band of plus or minus 20 per cent of the ACOS,

*  Asper section 65 of Electricity Act 2003, the State Government is obliged
to pay subsidy if it desires to grant subsidy to any consumer/classes of
consumers in the tariff determined by State Commission. Had tariff been
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fixed in.accordance with the above requirement, restricting the variation
in tariff o the band of plus or minus 20 per cent of the ACOS, subsidy

. payable by the Government as worked out by us would have been

¥ 5130.98 crore in respect of domestic, agricultural consumers and public
lighting.

The subsidy claimed from State Government was only T 670.55 crore.
The shortfall in recovery of subsidy from State Government was partly
cross subsidised by industrial and commercial consumers to the extent of
T 1590.01 crore. ‘There still existed a shonfall to the extent of
¥ 2870.42 crore (Annexure 14) over the audit period.

Average realisation based on approved tariff was far below the ACOS in
respect of domestic, agricultural consumers and public lighting whereas

the average realisation in respect of commercial was far in excess of
ACOS.

As per the National Tariff Policy, KSERC was (o lay out a road map for
phasing out the cross subsidisation. However, no regulation on reduction

of cross subsidy has been promulgated by the Commission so far.

Management did not offer their comments with regard to the ahove
observations.

Tariff Fixation

3.56 The Central Electricity Regulatory Commission (CERC) has stipulated

that the Tariff should be fixed so as 1o recover Return on Lquity on Pre-Tax basis at
the base rate of 15.50 per cent. ‘T'he shortfall in revenue that would have fetched
per cent return is referred to as Regulatory Asset. The facility of Regulatory Asset
is to be utilised only as an exception and subject to the following conditions:

the circumstances should be clearly defined through regulations and
should only- include natural causes or force majeure conditions. tUnder
usual business conditions, the opening balances of uncovered gap must be
covered through transition financing arrangement or capital restructuring;

carrying cost of Regulatory Asset should be allowed to the utilities;

recovery of Regulatory Asset should he time bound and within a period
not exceeding three years at the most and preferably within control period;
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+ the use of the facility of Regulatory Asset should not be repetitive;

* in cases where Regulatory Asset is proposed to be adopted, it should be
ensured that the Return on Equity should not become unreasonably low in
any year so that the capability of the licensee to borrow is not adversely
affecied.

KSEB had an amount of - ¥ 3393.86 crore* outstanding as Regulatory
Asset as on 31st March, 2011. As per the National Tariff Policy, Regulatory Asset
was to be recovered within three years through Tariff revision or written off
thereafter. We observed failure 1o comply with this provision during the audit

period.
Filing of ARR & ERC petition

3.57 In accordance with KSERC Tariff Regulations 2003, KSEB has to file
before the Commission its Aggregate Revepue Requirement (ARR) and the
Expected Revenue from Charges (ERC) four months before the commencement of
each financial year. KSEB was to state the manner of bridging the revenue gap
between ARR and ERC. Tariff revision is permitted if the revenue gap could not be
met otherwise and in such cases Tariff Revision Petition was to be filed along with
ARR& ERC petition. The Commission is to provisionally admit the revenue gap
subject to final rectification at the time of truing up petition to be submitted along
with next year’s ARR & ERC petition.

In accordance with the mandatory provision, KSEB filed ARR & ERC
petition for all the years up to 2010-11. Against the aggregate revenue shortfail of
T 1487.58 crore proposed by KSEB in the ARR for the three years up to 2008-097,
the Commission had approved a revenue surplus of ¥ 1945.16 crare. The actual
revenue gap for these years as per {inalised Accounts up to 2008-09 amounted to
T 982.69 crore. The KSERC disallowed major expenditure under Purchase Cost,
which was controllable factor and Depreciation, due to non-adherence to the
directions of the Commission.

* Increased from ¥ 142.23 crore in 2006-07.
+ Truing up orders Tor 2009-10 and 2010-11 were pending.
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We noticed that there was delay in filing of ARR & LRC for periods ranging

from 12 to 24 days. However, there was no tariff revision.

Management did not offer their comments to these issues.

Energy Audit

3.58 A mechanism for comprehensive Lnergy Audit was to be put in place

with the objective of identifying the areas of energy losses and taking steps to
reduce the same through system improvements besides accurately accounting for
the units purchased/sold and losses at cach level. ‘The main objectives of energy
audit were as follows:

better and more accurate monitoring of the consumption of electricity by
consumers;

elimination of wastages;
reduction of downtime of equipment;
massive savings in operational costs and increase in revenue, ¢tc.

Energy audit helps to identify the areas of energy losses {from a particular

DTR. With a view to identify 1XTR-wise distribution losses installation of meters of
DTRs is imperative,

Scrutiny of records revealed that:

KSEB had not identified areas of energy losses so far.

There were 52724 1D1Rs in operation (March 2010) of which 36781
DTRs were not metered.

Energy Audit Reports were not generated in respect of even the metered
DTRs resulting in non-achievement of the objective of identifying energy
losses.

Compared to the AT & C Losses allowed by KSERC, the excess loss
worked to 551.64 MUs having financial implication of ¥ 200.22 crore.

Management replied (September 2011) that the loss for the three years
2006-2009 as per the truing up orders of KSERC was 359 MU valued at
T 80.38 crore. The fact, however, remains that KSEB could not achieve
the target initially fixed by the Regulator.
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KSERC issued directions to KSEB (April 2009) that plan of energy audit
shall be filed within two months from the date of order. ‘This had not been

complied with (November 2011).

Energy Conservation

3.59  Government of India enacted the Energy Conservation Act, 2001

which provided the legal framework, institutional arrangement and a regulatory

mechanism at the Central and State level to embark upon energy efficiency drive in

the Country,

Initiatives of KSEB in this regard were as summarised below:

In tune with the Central Act, KSEB organised campaigns for popularising
energy conservation measures through visual and print media. A leading
Malayalam daily in association with Energy Management Centre (EMC is
the State level designated agency for implementing the Act) had
conducted an intensive energy saving campaign by inserting

advertisement with celebrity endorsements and tips to save electricity.

Under the Bachat Lamp Yojana, KSEB through EMC purchased
1.44 crore energy efficient compact fluorescent lamps (CFL) for
distribution to 75 lakh houses after replacing the same number of
incandescent lamps. Distribution of CFL lamps aimed at an annual energy
saving of 410 MW of power in Kerala. Inappropriate staggered delivery
resulted in a huge stock of 16.02 lakh CFLs remaining undistributed
(September 2011),

Management stated (September 2011) that the delivery schedule was fixed

with a view to distribute all the CFLs within a span of three to four months, The

reply was not tenable as the purchase was done during February to June 2020.

KSEB should have staggered quantity to be delivered to each Circle over a number
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of lots with the quantity in each lot to be supplied subsequenily depending on the

consumption of quantities in the lots already supplied.
Consumer Satisfaction

3.60 One of the key elements of the Power Sector Reforms was to protect
the interest of the consumers and to ensure better quality of service to them. The
consumers can face problems relating to supply of power such as non-availability
of the distribution system for the release of new connections or extension of
connected load, frequent tripping on the lines and/or transformers and improper

metering and-hilling.

3.61 KSEB was required to introduce consumer friendly actions like
introduction of computerised billing, online bill payment, establishment  of

customer care centres, etc. to enhance the satisfaction of consumer.

KSEB had initiated a slew of measures to improve consumer satisfaction.
They included:

. Standardisation and simplification of procedures for effecting service
connection, ownership change, provision of multiple connections to same
premises and fixing of time frame (48 hours) for giving service

connections.

+  Complete computerisation of billing and revenue coilection of LT, iI'T and

EHT consumers.

«  Notification of 75 Section Offices as model sections with effect from
1st June, 2009. The model sections have 100 per cent static meters, #ero
faulty meters, installation of border/IYI'R meters at section houndarics angd
DTRs, display of citizen charters, opening of counters with facilities for
registration of applications and complaints.

Redressal of grievances

3.62 In accordance with the provisions of Section 57 of Electricity Act 2003,

KSERC issued (May 2006) Standards of performance (SoP) for power distribution
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utilities. The SoP prescribed the time limit for rendering services to the consumers
and compensation payable for not adhering to the same. The nature of services
mentioned in the SoP inter alia included line breakdowns, distribution transformer
failures, period of load sheddinglscheduled outages, voltage variations, meter
complaints, installation of new meters/connections or shifting thereof, etc. SOP was
operational from 1st April, 2009 in respect of KSEB. KSERC permitted KSEB to
treat the first year of implementation of the Regulations (April 2009 to March
2010) as trial period and exempted from payment of compensation for any

deviation during the trial period.

KSERC also formulated KSERC (Consumer Grievance Redressal Forum and
Electricity Ombudsman) Regulations 2011 in pursuance of the Act ibid specifying

the mode and time frame for redressal of consumers’ grievances.

KSEB replied that Executive Engineers were designated (September 2010) as
Nodal officers for effective implementation of SoP regulations. Reports from these

Officers were scrutinised at Head Office level and corrective measures taken.
Monitoring by top management

3.63 KSEB had evolved regular monitoring systems- through which top
management.was informed of the operational and financial performances in broad
parameters. Distribution activities of KSEB were reviewed in monthly meetings at
Circle level and Chief Engineers’ level attended by KSEB’s Technical Member for
distribution. Strategy for each month was evolved in these meetings with reference
to annual programme. Similar monitoring systems were also discussed upon at
KSEB level and collective decisions were taken in consideration of

recommendations of field offices.

[Audit Paragraphs 3.1 to 3.63 contained in the Report of Comptroller and
Auditor General of India for the ended 31-3-2011 (Commercial).}

357/2015.
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ANNEXURE 12
STATEMENT SHOWING PARTICULARS OF DISTRIBUTION NETWORK
PLANNED VIS-A-VIS ACHIEVEMENT THERE, AGAINST IN T1HE
STATE AS A WHOLE DURING 2006-07 TO 2(10-11 IN
KERALA STATE ELECTRICITY BQARD
(Referred to in paragraphs 3.23,3.24 and 3. 26)

S SRR : :
S:J‘ Description 2006-071 2007-08 2008-09i 2009-10 | 2010-111 : ‘Total '
(A) No. of Substations (nf various categunes)

L O :

i |At the beginning of| 267 | 282 | 301 | 319 348
| !
the year i J ‘
. B e S T e =
ii |Additions spill from| 47 | 58 54 66 51 .
the previous year i
iii | Additions planned for| 26 15 30 14 34 } 1663
the year
iv Addmons made 15 19 18 29 --13 94
durmg the year _
v | At the end of the year| 282 | 301 319 i 348 361
+ i : '
(i+iv) _ SRR RO i e e
vi |Shonage in addition| 58 54 | 6 ' 5t 72 |
ii-ii ; f 5
S e - 4 peo [
vii | Percentage of{ 2055 | 2603 | 21.43 i 3625 | 1529
achievement | I
LivAGii+iii)1*100 ; i : ’
- S - [ U S
(B) HT Lines {in CKM)
e B e e
i |At the beginning of| 34596 | 36419 j 38235 | 41284 | 44683 |
the e year i ‘ ' ’
[ A b 4 T ‘ JJ e
ii |Additions planned for! 6000 | 3427 | 3938 | 3907 | 4063 -
the year ' i l I i
: —d S S L Al

T Provisional.
¥ Including 47 substations spilled from 2005-06.
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ili | Additions made| 1823 1816 3049 3399 2818 12905
during the year
iv | Atthe end of the year | 36419 | 38235 | 41284 | 44683 47501
v |Shortage in addition| 4177 1611 889 508 1245
i-ii
(C} LT Lines (in CKM)
i |At the beginning of | 217899 | 226128 | 234286 | 241849 | 249687
the year
ii | Additions planned for; 17000 4043 9250 6666 3141
the year
jii | Additions made; 8229 8158 7563 7838 6219 38007
during the year
iv | At the end of the year = 226128 | 234286 | 241849 | 249687 | 255806
v |Shortage in addition 8771 Nil 1687 Nii Nil
: (ii-iii B
l...._ ——h -
'(D) Transformers Capacity (in MVA)
i |At the beginning of| 5033.35 1 5157.60 | 5422.77 | 5837.45 6708.44
the year
ii |Additions made| 124.25 | 265.17 514.68 | 77099 | 450.07 |2125.6
during the year
i iii |At the end of the year | 5157.60 | 5422.77 | 5937.45 | 6708.44 | 7158.51

HT/LT ratio at the beginning of 2006-07 is 34596:217899, i.e., 1:6.29.

HT/LT ratio at the end of 2010-11 is 47501:255906 i.e., 1:5.38.
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ANNEXURE 13

STATEMENT SHOWING SOURCE-WISE PURCHASE OF POWER DURING
2006-2011 IN KERALA STATE ELECTRICITY BOARD
(Referred 1o in paragraph 3.39)

Others

v Own Long-Term Short-Term
ear ) r— S ]
Generation | s IPPs | Traders | Exchanges
2006-07 7695.11 | 8113.15: 206.71
(G.15) (1.63) (11.32)
2007-08 | 864769 | 7828.08 | 388.43
©23 | @05y | o33
2008-09 | 6440.44 | 786953 | 979.76 194,55 267.11
064 | @256 | (7.61)
2009-10 | 718951 [ 844039 77213 | 229.79 386.25 i
©51) | (275 | (7.16) | (5.08) | (4.15) |
e e R Y R RS FSONbOc SR R A
2010-11 735746 | 8253.53| 385.08 | 679.88 397.50 ;
032) | (309) | @®81) | 501) | (403) |

Note: Figures in bracket denote average cost of purchase in ¥,

(2.41)

796.30

(1.53)

16722.31

(In Million Units)
___ (In Million Units)

.

16069.43

17386.47

17869.75
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ANNEXURE 14

STATEMENT SHOWING SHORTFALL IN RECOVERY OF SUBSIDY BY
KERALA STATE ELECTRICITY BOARD FROM
STATE GOVERNMENT

(Referred to in paragraph 3.55)

Cross Loss on
subsidy . account of
Average Units
Percentage | Percentage over subsidy
Particulars.| revenue sold
i ) of ACOS | of subsidy | band of crossing
; (Paise/unit) MU}
+20 band
per cent (X in arore)
2006-2007
ACOS (Ps) 317.00
Domestic 166.96 52.67 47.33 27.33 5213.15 451.67
Commercial 660.68 208.42 -108.42 -88.42 1245.80 (349.17)
I_ndusn'ial 414.73 130.83 -30.83 -10.83 933.93 (32.06)
i Agriculture 102.32 32.28 67.72 47.72 220.24 33.32
Pub. Light 187.16 59.04 40.96 20.96 228.74 15.20
HT/EHT 394.14 124.33 -24.33 -4.33 3081.63 (42.34)
Traction 334.73 ~105.59 -5.58 Nit 72.16
Bulk 276.35 87.18 12.82 Nil 335.35
supply
Total 76.62
2007-2008
ACQOS (Ps) 331.00
Domestic 172.10 51.95 48.01 ] 28.01 5602.85 519.38
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Commercial 6;; 20 | 20187 10187 [ 8167 | 137833 (373.53)7 !
duswial | 41475 | 125, 30 -25.30 s 530 | 98418 | (17.27) 1‘
Agriculure| 10545 | 3186 | 6814 | 4814, 23055 __:36.74__%
Pub. Light | 190.15 57.45 4255 | 2285 ', 20856 | 1856 ‘
HT/EHT 40124 2122 | a2 | 2| 39S | 268 ?
Traction 359.04 108.47 847 Nil h 109.26 l
Bulk 286.65 86.60 13.40 Nil | 356.62 !
supply ‘
Total | | 171.20 I
om0y ]
ACOS (Ps) 494.00
Domesic | 19171 | 3881 | 6L19 | 4119 592523 | 1206
Commerdal | 74365 | 15054 | 5054 | 7054 ‘ 1501.60 ! @ ,
industrial | 4so81 | 9308 | 692 | Nil ] 101540 e
Agriculure | 13535 | 2740 7260 | s260 2522 i 59
s | wom | s | e | e me | 9|
HIEMT | 47977 | o712 | 28 | Nl 298697 | -
Traction 475.84 96.32 3.68 Nil | 14207 |
Bulk 455.72 92.25 7.75 Nil | 317.47 '7 I
supply '
ol N
2009-2010
ACOS (Ps) - 4540?)— S - |
Domestic | 19146 41.26 5874 l 38.74 17:)74 70| 1“178.14 :
Commercial | 702.39 15138 | 5138 “%_;%1738 [179;001 (26104) !
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Industrial 426.41 91.90 8.10 ) Nil 1064.00

Agriculture 109.90 23.69 76.31 5631 257.00 67.15
Pub, Light 191.64 41.30 58.70 38.70 303.00 54.41
HT/EHT 41447 | 8933 10.67 Nil 3417.09

Traction 397.87 85.75 14.25m Nil 165.00

Bulk i 347.05 ' 74.80 | 2520 5.20 413.00 9.97
supply

Total 1048.63
2010-11 B

ACOS (Ps) 485.00

Domestic 198.32 40.89 59.11 39.11 6874.92 1304.03
Commercial 722.86 149.04 -49.04 -29.04 [ 1951.74 (274.92)
Industrial 437.17 90.14 9.86 Nil 1053.45

Agriculture 115.11 23.73 76.27 56.27 231.56 63.19
rr:ub. Light | 211.82 43.67 56.33 3533 | 265.68 46.81
HT/EHT 424.58 87.54 12.46 Nil 3563.14

Traction 412.16 84.98 15.02 Nil 156.39

Bulk 364.77 75.21 24.7% 4,79 448.11 1041
supply -
| Total ' I e - 1149.52
Gross Total 3540.97
Less: Subsidy claimed ) 670.55
Net Subsidy receivable . ' _ 2870.42

[Audit paragraph 3.1 to 3.63 contained in the Report of Comptroller and
Auditor General of India for the year ended 31st March, 2011.]
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Notes on the Audit Paragraph furnished by Govemment is given in Appendix IL

1. At the outset of the meeting the Committee sought explanation over the
failure of utilization of the Regulatory Assets by Kerala State Electricity Board
(KSEB). The witness disclosed that every year a certain perceniage of return on
equity was shown as profit and the remaining gap between the income and
expenditure was shown as Regulatory Assets. The Committee was informed that
Regulatory Assets would be reclassified and revalued in the Board’s course of
transition to Company and at present its significance was only for accounting
purpose. When the Committee enquired ‘whether it was mandatory to include
Regulatory Assets for accounting, the witness explained that the Electricity Supply
Act stipulates return on equity as 15% and Regulatory assets shown in the Balance
Sheet was equivalent to the Accumulated loss and that loss could be adjusted
during Company formation.

2. The Committee expressed dissatisfaction over the unrealistic method of
accounting followed by KSEB, and wanted to know whether the profit shown were
genuine or fictitious. The Accountant General pointed out that the Central
Electricity Regulatory Commission had stipulated that, there should be a profit of
15%; that inturn could be attained by revision of tariff rate. The Accountant
General remarked that in the State the percentage of profit shown was to be
decided by the Kerala State Electricity Regulatory Commission (KSERC) which
had failed to stipulate it till date. Hence the Board had no other altemative but to
show the loss suffered as Regulatory Assets and remarked that KSEB considered
the Regulatory Assets as a gimmick which changed huge losses into profit. The
Commiitee enquired whether the Regulatory Assets could be excluded from the
balance sheet, the witness replied that since KSEB was known to be running at a
loss of X 5000 crore, no difference could be made by showing the huge losses as
Regulatory Assets.

3. The Accountant General explained that the Regulatory Commission was
considered to be a system to mandate various technical aspects of power
distribution and consumption. The norms for fixing tariff rate in each state, based
on cost of generated power, vested with the State Level Regulatory Commission,
which in turn was controlled by Supply Act and Modified Supply Act oi
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Government of India and the orders issued by Regulatory Commission from time
to time. The return on equity of 15% as per Central Electricity Regulatory
Commission's Tariff Regulations was applicable only to Eleciricity supply
undertakings of Government of India. Quoting this direction, 15% profit was
shown in the balance sheet by hiking Regulatory Assets so as to avoid tariff
escalation. The Accountant General remarked that a strategy for writing off the
Regulatory Assets should be adopted during company formation, which should be
attained without much hike in the tariff rate.

4. The Committee enguired whether the purchase of power from outside
would cause escalation of costs. The witness replied that the aggregate revenue
requirement for the forthcoming year should be submitted to the Regulatory
Commission on the 1st of December every year. The deficit between the
anticipated production and consumption of power for the next year should also be
assessed. Based on that, the quantum and the rate at which power had to be
purchased would be fixed by the Regulatory Commission. The rates for the
purchase of power would he fixed by bidding process. If the quoted rates were
{found lower than the prescribed rate, then tender would be awarded to the lowest
quoted tenderer. Otherwise approval should be obtained from Regulatory
Commission in order to refix the rate.

5. The Accountant General opined that it was impractical to enhance the
tariff by keeping the cost of operation at the present level. The Accountant General
added that effective measures should be evolved to curtail the cost of production
and to enhance the revenue collection so that the loss incurred could be reduced.

6. The Commitiee enguired whether the Board would be deprived off any
benefits if the Regulatory Assets were excluded from the balance sheet. The
witness replied that other than subsidies, KSEB had not been receiving any support
or benefits from the Government of Kerala. The funds for the internal functioning
of Kerala State Electricity Board had been met with the revenue from the sale of
power.

7. Funds required for the project implementation and working capital were
being met by the Board from Power Finance Corporation and R.E.C. which in wrn
grant loans on scrutinizing the Balance Sheet and Profit and Loss Account of the

35772015
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Board. Financial institution were hesitant to grant loans to companies running on
huge losses. The inclusion of Regulatory Assets in the Balance Sheet acts as a
means to avail loan from Financial Institution. At this juncture the Committee
opined that Regulatory Assets were considered as a legal device to safe guard the
companies that were running in huge losses.

8. When the Committee enquired whether an increase in the Regulatory
Assets would lead to any hike in the employee’s cost, the witness explained that
the Board had been following a remuneration package for five years duration fixed
after having discussions with various trade unions. Annual increase in ID.A. was the
only additional expenditure incurred by Board. The Board had been following
remedial measures like deployment and re-deployment of manpower in order to
curtail the expenses.

9. The Committee wanted to know the action taken by the Board on the
recovery of Regulatory Assets within a time limit of 3 years. The witness stated
that it could be achieved only by a huge upward revision in the lariff rate. Since it
was not practical the Board had decided 1o revalue and wipe off the Regulatory
Assets from the Balance Sheet when the company formation would be completed
by March-April 2013. The Committee was informed that if the Land and Buildings
were assessed in a realistic manner, the value of the assets of the Board would be
higher than the present value of assets viz. ¥ 6362 crore shown in the
Balance Sheet.

10. The Committee viewed Lhat Kerala State Electricity Board had heen
following an outdated method for asset valuation and still depend on it as their base
for accounting and directed that assets should be revalued in a realistic and proper
manner, so that the value of Regulatory Assets shown in the Balance Sheet could
be reduced. The Committee urged that steps should be taken to reduce transmission
loss in order to generate maximum income. The witness informed that the
difference in value between the existing assets of the Board and the value of assets
when revalued would be treated as revaluation reserve and that Regulatory Assets
could not be written off on that basis. During the transition period from Board to
company the Regulatory Assets would be restructured as a one time effort so that
the new company would be relieved off from this burden. The Committee
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expressed hope that there would be a sweeping change in all the sphere of Board’s
activities during the transition from Board to Company. The Committee urged that
steps should be taken to increase generation so as to reduce the purchase of power
and opined that this would be possible only through technical upgradation.

11. The Committee expressed its displeasure over the unrealistic method of
accounting followed by KSEB and directed that the Regulatory Assets should be
written off in future. The witness assured the Committee that an action plan
containing remedial suggestions for reducing the regulatory assets would be
submitted to the Committee and steps would be taken to write off the regulatory
assets. To a query of the Committee the witness replied that thermal surcharge was
withdrawn during 2008-09 by the KSERC.

12. The witness stated that the power generated from the Hydal Projects was
insufficient when compared to the daily consumption of power in the State. Hence
the Board was forced to purchase power at higher rates in order to meet the daily
requirements. Even though the power generation based on coal was the cheapest,
public protest and related matters hindered the production of power-based on coal.
in the State and elsewhere.

13. To a query of the Committee the witness explained that as per the
direction of Government of India, CASE-I bidding was invited for power purchase.
The duration for the finalization of tender was nine months. The final quoting rate
anticipated was between X 4.5 to 5 per unit. The witness stated that since the
Board had been punctual in the payment of bills, it could easily avail power from
any private parties. The duration for the power purchase agreement was 25 years
and power had to be purchased in bulk. The Committee was also informed that at
present, the transmission corridor for providing power to Kerala, Tamil Nady,
Karnataka and Andra Pradesh was not available under the Southem Grid.

14. The Committee enquired about the future plans formulated by the Board
for power generation, when Kerala was deprived of the 800 MW Hydroelectric
Project and coal based power generation plant in Orissa. The Committee also
enquired whether any technicaily feasible project with the assent of people was
pending consideration with the Board. The witness informed that when the option
to generate power from hydel and thermal power projects were ruled out, nuclear
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and gas based projects would only be the most viable options left with the Board to
generate power, but unfortunately both these options proved to be impractical till
now in the State.

15. The witness informed that gas hased power generation would be possible
‘in the Kayamkulam LNG power plant using the gas from LNG Terminal in Kochi.
The Committee understood that the main hindrance in implementing the project
was the resistance from the public against laying of gas pipe line through land and
sea. The Committee urged that the Board should formulate steps to tackle the
situation so that power couid be generated at a rate as low as ¥ 4.5/unit. The
witness informed that the Boards expert committee recommended that by using
pet coke—a by—product from thermal plant, Board could generate 500 MW of
power at a cheaper rate and that it would be equivalent to the 500 MW of power
generated from Hydel Project.

16. To a query of the Committee the witness replied that in addition to USA
and Japan, about 300 companies all over the world were using pet coke as a fuel
for generating thermal power. Adequate quantity of pet coke required for
generating 500 MW power would be obtained only after the completion of BPCL
expansion praject which would take 2 years for its completion. But the BPCL has
now demanded a rate equivalent to national/international rates for supplying
pet coke. The Committee urged that KSEB should study the possibility of using
pet coke as a fuel which was at hand and of low cost.

17. The Committee observed that KSEB had not formulated any action plan
to achieve the ideal HT/LT ratio of 1:1 and the existing transformation capacity
was inadequate as the present connected load was 18534 MVA. The wiiness
countered that the method adopted by the Audit to arrive at the ideal ratio of
transformation capacity to connected load of 1:1 was incorrect. He corroborated
that of the total one crore four lakh consumers in Kerala, about 84 lakh, constitute
domestic consumers. Usually the connected load of a domestic consumer constitute
the aggregate of light and plug points at the time of initial wiring. At present
KSEB lacks an effective mechanism to monitor the additional inclusion of
plug/light points by domestic consumer after obtaining connection. The present
load was assessed to be 16681 Mega Watt or 18534.78 MVA with the inclusion of



61

the anticipatory utilisation of power also. But the actual daily consumption was
found to be only 3119 Mega Watt units, as all the power points in domestic
connection were not in simultaneous use. Since 85% of the Board’s consumers
constilute domestic consumers, diversity factor play a pivotal role in determining
the ratio. The witness stated that since the maximum demand recorded in the state
was only 3119 MW against the prevailing connected load of 16681.30 MW
(18534.78 MVA), the existing transformation capacity was sufficient enough to
meet the demand. The Committee was informed that for finalising the
transformation capacity the audit had taken the capacity of 110/11, 66/11 and 33/11
transformers alone whereas the connected load was taken for the entire, LT, HT and
EHT consumers. If the entire connected load was taken for arriving at the ratio then
the corresponding transformation capacity should include the capacity of
distribution transformers also. If ratio of the transformation capacity to connected
load was to be fixed based on audit findings then connected load of LT consumers
should be excluded from the calculation. The Committee suspected whether it was
a technical argument or not, the witness clarified that if extra transformers were to
be installed as per the direction in the audit findings, this would need an additional
investment of ¥ 9000 crore. The Committee was informed that the transformers
need not be installed according to the connected load as the utilization was only
3119 MW,

18. The witness stated that if the Board could achieve the ideal HT/LT ratio
of 1:1 then the transmission loss incurred could be reduced to the minimum. The
Committee was informed that KSEB had been taking effective measures to draw
more 11KV lines to improve the HT/LT ratio. But drawing of new HT lines
through densely populated area would cause protest from public.

19. The witness further informed that the HT/LT ratio of the Board had
improved from 1:6 to 1:5. The Board was determined to reduce the difference in
 the present H1/LT ratio. For this LT connections were now given only to domestic
consumers and that industrial consumers were given HT connections. The disparity
in the ratio was due to increase in number of domestic consumers. '

20. The Accountant General pointed out that, though the ideal ratio of
HT/LT connection was 1:1, KSEB could attain only the level of 1:5 ratio, He added
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that with every per cent of reduction in transmission loss the Board could gain an
additional revenue of ¥ 67 crore. As power was being purchased at T 13/unit a
profit of I 100 crore could be achieved by one per cent reduction in transmission
loss. The Accountant General remarked that KSEB should formulate an action plan
to reduce transmission loss. The witness acceded to the remark and replied that
transmission loss could be reduced to a great extent with the utilization of under
ground cables. Though the loss could be reduced, the expenses for laying the same
would be six times higher than that of drawing normal lines. The witness pointed
out that one of the major defects of under ground cabie was the difficulty in
isolating and rectifying a defect, in case if any fault occured. The witness also
suggested that it would be convenient if ducts were provided on the sides of roads
for laying cables.

21. The Committee wanted {0 know ahout the technical viability of the
present transmission lines. The witness stated that a upgradation process had been
undergoing with reconductoring since the conductors installed were outdated and
of inferior quality.

22. The Committee sought explanation for the huge transmission loss
gripping KSEB. The witness replied that the present transmission—distribution
loss was about 15.5% which was about 30% ten years ago. Drawing high voltage
HT lines to the maximum extent of length and minimizing LT lines to the final
point, would be a viable solution to reduce the transmission loss. More substations
and HT transmission lines were needed to bring down the transmission loss.

23. The Committee wanted to know about the substations that were yet to be
commissioned within the audit review period. The witness replied that
9 substations were commissioned during this year and added that the target fixed
for the commissioning of 11 KV substation was 2 months, 33 KV substation was
6 months and that of 66 KV, 110 KV and 220KV subslations were 1 year and 2
years respectively. The Committee wanted to he apprised about the reason for the
difference. that occurred in the number of the substations that had becn
commissioned as against the substations targeted to be commissioned during the
audit period. The witness elucidated that as against the targeted 166 substations
during the period from 20606-07 to 2010-11, 94 were completed within the audit
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period and 35 were completed subsequently and the delay in commissioning of
substation were mainly attributed to difficulty in land acquisition, obtaining right
of way for drawing transmission lines and due to court litigation.

24. The Committee enquired about the progress of addition of substations at
Annamanada, Manimala, Vazhoor and Parappanangadi. About Annamanada project
the witness stated that a case related to the erection of a tower was pending with
the Hon'ble High Court of Kerala and added that about 10 projects were held up
due to similar issues. The Committee remarked that the problems related to the
construction of Manimala and Vazhoor substations could be resolved by discussing
the issue with the sitting MLA’s. The witness replied that work had been
progressing in the Manimala project.

25. The Committee was informed that the Parappanangadi Substation project
had been given revised administrative sanction. Since there were no bidders for
the first tender, the Board resorted to e-tendering but an objection was filed in the
Court apainst drawing of lines. The Committee demanded that the details of
persons who resisted the right of way for drawing transmission lines should be
intimated to the concerned ML A’s for negotiations.

26. The witness assured the Committee that the pending works in each
district would be identified and a complete list would be furnished by May 2013,

27.  The Committee stated that the Board should avoid delay in land
acquisition for substations and should offer market value for the acquired land so
that projects could be completed within the prescribed time frame. The Committee
was informed that the value fixed by the District Collector was given for the
acquired land and there were district level purchase committee to deal with
negutiatéd purchases. The Committee suggested that the fair value fixed for the
land was very low and many issues related to land acquisition could be soived by
the concerned MLA’s through negotiations with the parties opposing the project.

. 28. The Committee opined that the KSEB had failed to utilize the 90% .
capital subsidy provided by Government of India for implementing Rajiv Gandhi
Grameen Vidyutikaran Yojana (RGGVY)} Scheme in Kerala and enguired about the
shortcomings that had occurred in the preparation of the Detailed Project Report
(DPR) for that project.
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29. The witness replied that although the Board had submitted proposals for
implementation of this projects in all districts, sanction was accorded only for
7 districts in the 1st phase. As per the guidelineé stipulated by Government of
India the work should be awarded on wrnkey basis and should be executed through
franchisee system. When initial turnkey tenders failed to find bidders, district wise,
tenders were again invited on turnkey basis. Thus Idukki became the first district to
be awarded with works to be executed on the turnkey basis.

30. The Committee was surprised to note that the preparatioﬁ of DPR for the
RGGVY Scheme, which commenced in 2005 and which was to be completed
within 5 years had got the approval only in 2010 and wanted to know the reason
for the failure in the correct assessment of the quantum of works and the delay in
completing the work. The witness informed the Committee that Electricity Supply
Company Ltd. under NTPC (NESCL) was entrusted with the preparation of DPR
(Detailed Project Report), as it was the undertaker of ongoing RGGVY projects of
various states. When NESCL submitted the first DPR, it was objected by
Government of India. The Committee was informed that during Power Ministers
Conference in New Delhi on 23-6-2009, Kerala had expressed its strong protest for
not allowing sanction for RGGVY project in Kerala and demanded the inclusion of
six northern districts also in the 1st phase. The matter was again considered by the
Government of India and this had led to the preparation of a revised DPR. A
revised DPR for six northern districts was prepared by KSEB and was submitted
during Qctober 2010. Sanction was issued and turnkey tenders were invited for the
implementation of RGGVY Scheme in six northern districts. The witness stated
that some of the works proposed under RGGVY Scheme were executed under
other schemes during the period between the earlier sanction and the preparation of
new DPR. And thus the quantum of works identified under RGGVY Scheme was
reduced. As new areas were included in order to increase the quantity of work, the
total original project area got widened. The number of electric posts/kilometer
increased from 20 to 25-30. In the northern districts the RGGVY Scheme came to
a stand still as additional electric posts were not sanctioned due to additional
expenditure. The witness stated that the Board had convened meetings with the
contractors in order to negotiate the cost and quantity of additional electric posts.
The witness informed the Committee that the officials of the contractor firms were
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not co-operative with the Government/the Board and added that the Board was not
primarily respounsible {or the de]ay in implementing the scheme in the northern
districts.

31. The Committee remarked that in Malappuram district many places
included under RGGVY Scheme were already electrified under various schemes
but the BPL households in the rural areas were not benefited by that scheme. The
witness stated that about 50% of the amount was released to the contractor in
Malappuram and a time limit was fixed for completion of the works. If work was
not finished within March 31, the contractor would be blacklisted and terminated
from the project and steps would be taken to recover the extra cost incurred. The '
Committee was also informed that the Board ifself would go in for the direct
execution of the works in Malappuram and intended to complete the work by
3ist August, 2013.

32, The Committee remarked that similar issues were prevailing in other
districts also and wanted to know the present position of the scheme. The witness
explained that a stand similar to that of Malappuram had been taken for the
execution of works in Kannur, Kasaragode, Wayanad and Kozhikode districts.
When the Committee opined that the works in all districts should be executed
departmentally by KSEB, the witness stated that in order to reduce the execution
costs, the contractors use labourers from other states. Since the Board could not
avail such cheap labour the execution cost would be higher.

33. The Commitiee was informed that in the light of events that had
occurred in the execution of works in northern districts, permission for direct
execution in 6 southern districts was sanctioned to the Board by the Government of
India along with the approval for the implementation of second phase of the
RGGVY project in all districts. The Committee wanied to know whether the Board
could implement the Phase I of the RGGVY Scheme in Kerala and could avail the
benefit of subsidy from the Government of India. The witness assured the
Committee that KSEB could easily avail 90% capital subsidy from Government of
India but the extra expenditure to be incurred in implementing the project had to be
met out of Boards own funds.

35772015,
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34. The Cqmmittee'wamed the Board 1o terminate the contract entered into
for the execution of the project in Northemn districts and to execute the same
departmentally as had done in the case of southern districts. The witness replied
that in all Northern districts except Malappuram the first phase would be
completed within the stipulated time i.e. on 31st May, 2013. If the contractor failed
to compleie the work in Malappuram by 31st March, 2013 then Board would
take up the work and complete it by 31st August, 2013. The second phase of the
project in southern districts would be completed by March 2014.

35. When the Committee remarked that officials of the Board were liable for
the delayed implementation of the scheme the witness partly acceded to the same
and attributed to the cause of delay in implementation to defective DPR. Though
the revised DPR was submitted in 2008, the work was awarded only in August
2010. The changes that had occurred in the quantum of work could not be atiributed -
to faults in the preparation of DPR, but to the belated approvat of the DPR by the
Government of India. The Committee pointed out that if the works tendered during
2009 were duly completed, the whole works would have been fimished within
2 years. But the works prescribed in the DPR were still pending in 2010 and 2011
. & changes in the quantity of work had occurred only during 2011. The Commitiee
was informed that initially works were awarded in Kannur and Karsargode districts
in 31-8-2010 and given a time limit of 12 months for completion.

36. To a query of the Committee the witness stated that though some flaws
had crept in the preparation of DPR, the Board was not responsible for the delay in
the execution of the scheme. The witness informed that KSEB was bound to follow
the guidelines of Government of India and hence turnkey tenders were invited and
works were awarded accordingly. Out of the 50 works tendered by KSEB only thosc
works that were entrusted to the contractors were delayed. The witness assured the
Committee that cases of contractory negligence in the Northern districts would
soon be identified. The witness also assured that action would be taken 16 book the
responsible for the delayed completion of work in southern districts.

37. The Accountant General pointed out that out of the 50 works tendered
for execution, there were only 30 works that had to be implemented through the
RGGVY Scheme. The Accountant General opined that the Committee should be
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submnitted with the list of works and the reason for the lapses that had occurred due
to delayed implementation of 30 schemes. The Accountant General added that
KSEB had complied with all the norms stipulated by the Government of india in
implementing RGGVY Scheme in northern districts, whereas in southern districts
+ the Board had oblained permission from Government of India for direct execution
of the project. The Accountant General opined that had KSEB executed the work
by itself, the very objective of the scheme could have been achieved successfully.

38. . The Committee was informed that the highest authority to execute the
agreement and review the works was the Chief Engineer. The witness assured the
Committee that causes for the delay would be furnished to the Committee at the
earliest.

39. The Committee wanted to have an assessment made by KSEB regarding
" the merits and defects in the nmplementauon of RGGVY Scheme, whether the
centrally sponsored assistance was lost, and any additional expenditure incurred to
KSEB in the implementation of the scheme, ‘The witness agreed to furnish the
same.

40, The Committee poimed“ out that the Deputy Chief Engineer of the
Electrical Circle, had failed to obtain work plans from the contractors, and directed
that the officials of the Board’s Electrical Circles responsible for the negligence be
identified and liability fixed on them.

41. The Committee urged that the contract agreement for the implementation
of RGGVY Schemes in the Northern Districts be terminated by March 31 and
_ should be taken up by the i3oard. '

42, The Committee enquired the reason for collecting charges for electric
connections from 51 BPL households in Waynad district; when a grant of ¥ 2,200
per connection was provided by Government of India. The witness replied that the
maximum connected load for providing free eleciric connection was limited to
500W. The witness stated that after verifying the connected load of the BPL house
bolds, liability for collecting ¥ 1,850 per connection woutd be fixed.

43, The Committee was also informed that 10% of the last instalment of the
project cost had not yet been released by Government of India as the scheme was
not completed either by franchisee system or by private parties.
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44. The Committee enquired the reason for the failure of Board in ataining
the objective of Accelerated Power Development and Reforms Frogramme
(APDRP) in Kerala and pointed out that out of the 52 schemes sanctioned for a
total cost of X 858.30 crore, KSEB could complete only 38 schemes within the
time frame of 36 months and failed to finish the remaining 14 schemes before it
was closed on 31st Marck, 2009. A grant of T 58.08 crore from Governiment of
India was lost as the works to the extent of X 32.32 crore remained incomplete and
in order to complete the works of 14 schemes, the Board had to incur additional
expenses. The Committee opined that the Board had failed to utilise the grants
from both the Central and State Governments and directed that stringent actions
should be taken against the officials responsible for the lapse cf grants from
Government of India.

45.. The witness stated that the Chief Engineer, Corporate Planning was in-
charge of monitoring the APDRP works. Out of the unfinished schemes, 3 city
schemes in Thiruvananthapurm, Kozhikode and Kochi were delayed due to lapse
in finalizing the estimate for tender in time and obtaining clearance for laying
underground cables. The Committee opined that the Board had to foresee various
implementation hurdles, before deciding the nature of works suitable for cities
as well as for town schemes and also the consensus of other departments for laying
underground cable. The witness disclosed that delay had occurred in the
implementation process as it was a maiden project in Kerala and even the contract
firm JRCON International Ltd. had failed to complete the works in time. The
Committee was also informed that for Ernakulam scheme, approval was awaited
for trenching 14 kilometers road.

46, On the implementation of the 11 town schemes, the witness admitted that
lapse had occurred on their part and informed the Committee that out of the
14 unfinished-schemes, all except 3 city schemes were almost complete and 95%
of works had been executed. The Committee remarked that since all the unfinished
works were executed by the Board with its own funds, the Board had failed to
utilise the opportunity to avail the benefit of Government of India grant for T 58.08
crore. The witness replied that as per the guidelines of APDRP Scheme, 25% of the
project cost was released as Government of India grant and the balance 75% had to
be met by the KSEB itself. Since the cost of incomplete works in 14 schemes was
X 232.3 crore, 25% of Government of India grant i.e.,.T 58.08 crore was lost.
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The Committee remarked that pendency in completing various schemes which
were to be completed within 36 months from their commencement could be cited
as a classic example for Board's lethargic attitude in implementing Cenfra]ly
sponsored schemes. The Committee urged that, it should be furnished with
explanation for the delay and action should be taken against concerned officials
responsible for the loss.

47. The Committee pointed out that for laying underground cables (UG)
within the limits of Kasargode and Kanhangad under APDRP Circle Scheme,
KSEB had failed to adhere to the PTCC standard of minimum vertical and
horizontal clearance of 0.60 meters between telecom and Power Cables. The
witness admitted that supervisory lapses had occurred on their part. The Committee
urged that action should be taken against the concerned officials of KSEB who
were responsible for the non attainment of the objective of the scheme.

48. The Committee wanted to know the reason for the delay - in the
implementation of R— APDRP Scheme. The witness informed that a Korean firm
M/s KDN was entrusted for the impiementation of IT systems for the scheme. But
the contract was cancelled by Government of Kerala and that had led to court
liigation. At present the Board had been directed to pursue further action for the
speedy implementation of the project,

49. The Committee wanted to have a detailed discussion in the matter later
and required to be furnished with the latest position of the implementation process,
- the witness replied in the affirmative.

50. The Committee enquired whether the regular and continuous purchase of
power had led to recuction in the cost price of power. The witness stated that
KSEB usually enter into long-term agreements of 10 to 25 years' duration and
short-term agreements of 3 years' access. The Power was also purchased from day
ahead market through Power Exchange where the cost showed a fluctuating trend.
As a policy the Board had decided not to purchase power at the rate of ¥ 5.5/unit
and above from the day ahead market in the present situation of power crisis. The

" Committee sought explanation for not conducting separate assessment of technical
and commercial losses. The witness replied that the distribution losses were
assessed on the basis of the difference between the total energy input (generation +
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purchase) and energy billed 1o the consumers and at present it was found that the -
total loss is 135.23 million units. These losses had occurred due to inefficient
transmission/distribution system, in addition to the commercial losses.

51. The Cormmittee sought explanation for not installing meters in every
DTRs (Distribution transformers) as directed by the Central Regulatory
Commission and pointed out that only 36000 DTRs were fitted with the meters.
The witness stated that as per the guidelines stipulated by the R-APDRP
(Restructured Accelerated Power Development Reform Programme) meters should
be installed in all distribution transformers and substations in order to assess the
power loss. The Bo_ard had came out of the initial hurdles in implementing the
Programme and was expecting to complete the same by 2013-14. '

52. To a query of the Committee regarding the separate assessment of
technical and commercial losses, the witness stated that it could be successful only
after the completion of installation of meters in all substations and IDI'Rs. Al the
data regarding the quantity of received and distributed power could be attained
through the installed meters by taking measurements from both substaticns and last
point of distribution. The Committee was informed that the technical defects also
could be detected through the new system which was at present measured on the

"basis of meters of substations only. ‘The witness added that with the completion of
the whole metering system, the commercial losses occurring due to defective
meters and theft of energy could also be assessed casily. '

53, The Committee observed that the percentage of energy loss during 2010-11
was 16.09 percentage and asked about the target fixed for reduction of AI'&C loss.
The witness replied that the percentage of energy loss had been considerably
reduced from 21.47(2006-07) to 16.09 percentage, but the Board could not attain
the target of 15.31 per cent fixed by the KSERC.

54. The Committee enquired whether a profit of I 64.50 crore could be
generated by reducing the energy loss by one per cent. ‘Fhe witness stated that the
actual ‘proﬁl was assessed by taking the difference between the procurement and
sale cost. Out of the total 17337 Million units of generated and purchased power,
the realization cost of one per cent power, i.e. 173 MU was found to be T 3.72 crowe. 'The
Committee wanted to know about the actual propom'oh of manpower cost to other
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expenses incurred, in the total expenditure of the Board, The Commitiee was
informed that 22 percentage of the total cost was incurred as manpower cost where
As 60% were spent for power purchase. To a query of the Committee the witness
stated that a bench mark would be lixed in order to compare the costs with
 international and natiorial standards.

55. The Committee was informed that the Regulatory Commission was
against the higher employees cost which they assessed in monitory terms only. The
witness added that in KSEB wages were revised in every 5 years on the basis of a
bilateral agreement formulated on-the basis of negotiations with the trade unions.
As compared to the inflation rate, the employees cost was not high enough and the
witness informed that a comparative study of Board’s expenses for employees
wages with National and International power agencies was being conducted by the
LLM. Kozhikode. .

‘ 56. Regarding the installation of prepaid meters, the witness informed that a
pilot  project had been introduced in the Government Offices at
'I‘hiruvénanthapuram. But when fully implemented, the line connection to the
defaulted consumers could not be cut-off through this system. Hence the Board had
decided to fix a prepaid tariff for groups receiving subsidies, based on the previous
years consumption and to charge additional rate for the extra units of power
consumed. But the proposal for implementing the scheme was pending w1th the
Regulalory Commission.

57. The Committee enquired whether the tariff concessions declared by the
State Government could be realized and compensated with the revenue collection.
The witness replied that as per the Government’s decision those consumers having
consumption up to 120 units of power were exempted from tariff hike and an
- amount of X 25 crore/month should be paid to KSEB as subsidy from the State
Government. Out of the pending payment of ¥ 150 crore, the Government had
remitted T 25 crore only. : .

58. But it was decided to continue with granting of concessions to this
category till May 2013 and the pending payments from January to March would be
realized in the finfincial year 2013-14. The Committee was informed that the Board
had to incur expenses for the below 20 units power consumption category who fall
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under the non paying groups. Their revenue could not be recovered from the State
Government as the concession was declared well before the establishment of

Regulatory Commission. -

59. The Committee sought explanation for the procurement of conventional
type transformers by the Board when the purchase of energy efficient star rated
DTRs were made mandatory by the Central Electricity Regulatory Commission.
The witness informed the Committee that a direction was issued by the Central
Electricity Regulatory Commission in July 2009 that the Board should resort to
energy efficient star rated DTRs from January 2Q10 onwards, in order to improve
the energy efficiency. TELK and KEL were the regular suppliers of distribution
transformers and for the manufacture of star rated transformers, their new design
should be got approved. Hence the Board was bound to permit a transition period
for the firms for getting sanction and that caused the delay. Though the cost of Star
rated DTRs were higher by ¥ 40,000, the Board had to follow the direction of
Central Electricity Regulatory Commission to buy high cost equipment.

60. The Committee remarked that many flaws had occurred in the planning
of DTR purchase. The witness admitted that they were partially responsible for the
delay occurred in the purchase of star rated DTRs.

61. When the Committee pointed out that 35% of the capacitors were nol
functioning for the last three years, the witness admitted that in 16 substations the
capacitors were non functioning. The Committee enguired whether it was due to
defective production or by improper utilisation. The witness replied that since
capacitors were installed as banks, the replacement of defective ones would affect
the whole unit. The Committee was informed that ai present the defective
capacitors were replaced and all were in perfect working condition.

62. To a query of the Committee, the wimess informed that since the
Capacitor Banks and Breakers were deployed in the substations, their functioning
was checked according 1o the check list of substation maintenance sehedule. Many
of the capacitors at-present required repair, preventive maintenance since they had
completed a certain period. The Committee was informed that with the addition of
new substations in the near by locations, the defective capacitors would be
replaced.



73

63. The Committee remarked that in spite of the availability of sophisticated
technology, the Board had failed to reduce power loss caused by technical defects. -
The Committee sought explanation on the technical know how of the operators of
the Board and about the assessment of power loss at generation, transmission and
distribution points. The witness informed that action had been taken for metering
the whole transformers and substations for the effective measurement of energy
loss.

64. Regarding the incidence of power theft the Commitiee wanted to know
about the quantum of electricity loss due to theft and asked whether the loss
occurred could be separately identified.

65. The witness informed that when the technical loss was reduced from the
total loss, the rest were considered as commercial loss including the loss due to
power theft. The Committee was informed that KSEB had three mechanisms for
detection of theft. Anti power theft squad-which operate with the assistance of state
police service and vested with statutory powers, Inter-section Inspections and
Random Inspection squad headed by supervisory officers were authorised for
conducting raids. At present a scheme had been formulated to provide incentives to
the informers of theft.

66. The Committee was informed that about 18000, 55000, 38000 cases of
power theft were detected during 2006-07, 2011-12 and 2012-13 respectively. Out
of the total employees of the Board only 200-300 were working in the Anti power
theft squad and admitted that there were limitations of manpower for theft
detection. The Commitlee criticized the Board for conducting negligible
percentage of checkings which was on an average of only 0.20%. The witness
replied that as each raid team had a target of 100 raids/month, the teams would
have to conduct 10 lakh raids to cover the whole one crore three lakh consumers.

67. The Accountant General pointed out that a large number of theft cases
were detected with EHT/HT consumers who fall under 10% of the total consumers.
The witness stated that computerized bills were issued to EHT & HT consumers by
the: Corporate Office. Usually raids were conducted when a deviation from the
cansumption pattern was noticed or on receiving an anonymous complaint.

357/2015.
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68. The Committee enquired about the system prevailing in KSEB for
monitoring the day-to-day revenue collection and for recovering the arrears from
varions Government departments. The witness stated that out of the total arrears of
Y 1206 crore, an amount of =T 590 crore was to be realized from the State
Government. KWA and various Public Sector Undertakings were liable to pay
electricity charge arrear of X 432 crore and ¥ 300 crore respectively to KSEB.
Since the Industries Department had directed all the Banks to transact statutory
payments through electronic payment from next financial year onwards, the Board
could easily collect the electricity charges from the Public Sector Undertakings and
the dues till last year with KWA would be capitalized into the Board’s Pension
Fund and the present years' revenue would be collected in March 31, 2014. As
Panchayaths default the payment towards water charges, KWA in turn could not
remit the electricity charges on time. The Committee was informed that KSEB was
directed by the Finance Department to issue a single bill for all the schools, so that
the amount could easily be sanctioned in the budget head for the Education
Department which would became practical from 1-4-2013. This system could be
followed by all departments except KWA and Public Sector Undertakings.

69. The Committee was informed that from an amount of ¥ 571.90 crore
that had to be collected as arrear from private sector agencies, a major part of it fall
under the pre 1992 tariff rate and added that many litigations were prevailing
against the realisation of the revenue of ¥ 383.90 crore. The remaining ¥ 200 crore
was to be recovered from various private industrial agencies. To a query of the
Committee the witness replied that power supply to those firms was not yet
severed. The witness added that when the new industrial policy was formulated in
1992, there was a mention in it to provide electricity to industrial concerns 'at rates
before 1992 but there exist a dispute as to0 who should shoulder the liability. ‘The
Committee critisized that when stringent measures like disconnection of power
connections were taken against common man, large-scale Industries having dues of
X 571 crore, were easily got exempted from any serious actions,

70. The Committee enquired about the fictitious and bogus amounts
involved in the closing balance of revenue accounts. The witness explained that
Travancore Cochin Chemicals was having an arrear of ¥ 341 crore and with &
monthly billing of ¥ 5 crore. When X 50 lakh was paid in the place of ¥ 5 crore it
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was credited to the account of penal interest, hence no difference would be there in
the total arrear amount and would be accumulated to a huge sum. The Committee
opined that the Board should go in for an one time settlement of arrear by waiving
off penal interest for those defaulters who remit the dues within the prescribed
time. The witness stated that it was impractical to exempt a single firm from penai
interest and the rate had been cut down from 24% to 18%.

71. Public Sector Companies like Keltron Rectifiers, Punalur Paper Mills,
Alind and Mavoor Rayons were dissolved and had fictitious amounts as arrears.
The witness disclosed that even though the companies were non functioning, it had
been billed for minimum consumption/month. Thus a huge amount got
accumulated as arrear with the addition of penal interest also. The Committee
remarked that the Board had failed in taking disciplinary actions and fixing
individual liability against the responsible officers. The Committee expressed its
dissatisfaction over the Board’s inefficiency in the realisation of dues from large
scale consumers like Government Departments, Public Sector Undertakings and
Private Companies and directed that urgent steps should be taken to waive off the
penal interest and maximum due amounts should be recovered within the
prescribed time }mit from the defaulters.

72. 'The Committee sought explanation on the remark of the witness that
work is in progress in Hydroelectric Power generation projects. The witness
informed that Poozhithode, Ranni-Perunad and Peechi Projects were already
commissioned and Vilangad and Barappol were scheduled to be commissioned in
2013. The works of Pallivasal Extension Project, Thottiyar and Chengulam Hydro
electric Power Projects were progressing. At present the progress of Pallivasal
Extension Scheme was held up due to geological issues related to 400 meters of
tunnel digging. The Committee was informed that most of the ongoing Hydro
electric Projects were proposed to be completed within 4 years, i.e., from 2007 to
2011 and the time period for completion would be different for different projects,
The Committee directed that all the details regarding the causes for the delay
should be furnished. The witness replied in affirmative.

73. The Accountant General pointed out that though the Athirapilly Power
Project was non functional, a full fledged office was maintained by the Board. The
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witness replied that since the original Athirapilly Project was held up, the
Executive Engineer and the Project Manangement Unit proposed for that scheme
were maintained and directed to do the investigation work of Anakkayam Project.
The witness replied authentically that no full fledged office or staff was maintained
for Athirapilly Project. But the name of the project management unit was kepi
unchanged in order to avoid the rumours of dropping it. The witness further
informed that though works were awarded for the Anakkayam Project it could
not be started due to issues related to clearance certificate from the Forest
Department. The Committee directed that a detailed report on the present status
and the details of manpower involved in the ongoing projects should be submitted
to the Committee,

74. The Committee sought explanation for awarding a loan of X 51.50 crore
to the Energy Management Centre for implementing the Bachat Lamp Yojana
despite being a centrally sponsored scheme. The witness stated that the Board had
sanctioned the loan as the project was envisaged to save 400 MW Power and
X 4000 crore. In order to earn Carbon credit, the certification by EMC was
essential and for that all the old bulbs were to be dismantled and replaced with new
ones. The witness informed that the Board had given the loan on the presumption
that it would be repaid with the sale of carbon credit by the EMC.

75. To a query of the Committee the witness replied that of the 1.44 crore
CFLs bought for distributing to 75 lakh households, about 829000 CFLs were yet
to be distributed. The Board had taken 6114 CFL for own use and 187413 were
used for replacing the defective lamps. The Committee remarked that the defective
lamps should not have been replaced by the Board as the suppliers were bound to
do it. The witness informed the Committee that the remaining 8 lakh C¥Ls were
being distributed to the Government Offices.

76. The Committee enquired about the Environmental hazards caused by the
defective CFLs retrieved from the households. The witness stated that the firm
SIDCO had rejected the work awarded to them for dismantling the defective CFLs.
The Committee strongly critisized the Board for not foreseeing the pollution
caused by the thrown out CFLs. The Committee pointed out that the 144 lakh CFLs
that were distributed by KSEB could cause deadly diseases to mankind and



77

one gram of mercury could contaminate a water body of about 25000 Acre. The
Committee remarked that when other countries were shifting to the use of LED
lamps due to the ill effects of Mercury lamps, KSEB on the contrary was
promoting the use of CFLs for the sake of energy saving.

77. The Committee enquired about the authority who had directed to
distribute CFLs through Bachat Lamp Yojana and asked where did the Board
purchased CFLs from. The witness stated that Energy Management Centre (EMC)
was the implementing agency and the Board was vested with distribution of lamps
only.

78. The Accountant General commented that in the reply furnished, it was
mistakably quoted by the Board that the regulatory accounts were prepared by
C&AG. The Accountant General pointed out that accounts were prepared by the
Board itself and, it should try to avoid such kind of mistakes in future. The witness
admitted their fault and added that the word ‘audited’ was omitted due to clerical
eITors.

79. Regarding consumer satisfaction the Committee wanted to know about
the availability of materials and duration taken for providing new connections. The
Committee was informed that al! the materials except meters were readily available
with the Board. To a query of the Committee, the witness stated that about 40000
applications/month had been kept pending for the last 3-4 years, The witness.
further added that of the many issues regarding the purchase of meters,
procurement of defective meters from the United Electricals was the major one.
When purchase order was awarded through another tender, it was countered by an
MP from other state and hence the procurement got delayed due to vigilance
investigation, Again another tender with preqgualification norms was invited and
four supplying firms had been identified. The witness informed that after the
completion of a quality control test of 45 days duration by the CPRA, purchase
order would be issued for 12 lakh meters. Of the total requirement of 20 lakh
meters, 40000 were needed for new connections.

80. The Committee enquired about the material depots of the Board. The
witness replied that material depots were present in each electrical circle and the
purchase and distribution were done through supply chain Management
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mechanism with Chief Engineer as its head. The Accountant General pointed out
that there exist a very defective stock management mechanism and the materials
were accounted in 20 electrical circles. The materials were received at the lower
unit levels where particulars of the stock or payment were never maintained. The
Committee remarked that providing connections to consumers got delayed due to
the non availability of adequate materials and added that details regarding the
material depot: mechanisms, management, purchase and availability of materials
should be furnished to the Committee at the earliest.

81. The Committee wanted to know about the system prevailing in the Board
for Consumer Grievance Redressal. The witness stated that KSEB had established
Consumer Grievance Redressal Forums and an Electricity Ombudsman, which
were effectively rendering services to the consumers.

Conclusions/Recommendations

82. The Committee finds that there has been a spurt in the Regulatory
Assets in the past 5 years. The Committee cannot hide its dismay at the queer
technique opted by the Board to hide the loss incurred by making a
corresponding increase in the value of Regulatory Assets. The Committee
expresses its dissidence over the method of accounting procedure foliowed by
the Board.

83. The Committee recommends that the system of accounting followed
by KSEB has to be thoroughly revamped and restructured so that accounts
can be maintained in a scientific and realistic manner showing a true and fair
view of the working results of KSEB. The Committee directs the Board to
write off its Regulatory Assets in order to assess its actual worth. The
Committee suggests that by increasing the in-house gencration and by
reducing the transmission loss the Board can curb the spurt in Regulatory
Assets.

84. The Committee infers that the huge difference in the income and
expenditure of the Board can be attributed to four reasons viz., inadequate in-
house generation, purchase of power at higher rates, transmission loss and
substantially low tariff rates. The Committee is of the view that generating
power at low cost is the only practical solution to tide over this predicament.
For attaining this the Board should opt to more reliable options like using
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LNG for low cost power generation other than adhering t¢ conventional
methods. The Committee admits that it is well aware of the public resistance
against laying underground gas pipeline, but urges that the Board should
evolve suitable programme and policies to overcome the impediment, The
Committee also wants to be apprised about using pet coke as a substitute fuel
for power generation.

85. 'The Committee finds that High Veltage Distribution System is an
effective method to reduce distribution loss by replacing the existing LT lines
with T Lines. The Committee understands that in a densely populated state
like Kerala achieving the ideal HY/LT ratio of 1:1 is an utopian idea, still the
Committee urges that KSEB should initiate effective steps to draw more
11 KV lines wherever possible to improve the HT/LT ratio keeping in mind the
sentiments of common man. The Committee finds that with every percentage
of reductions in transmission loss the Board could gam the much needed
additional revenue,

86. The Committee finds that KSEB had failed to commission the
targeted substations during the audit period mainly due to the issues relating
to land acquisition, obtaining right of way for drawing transmission lines and
due to court litigations. The Committee suggests that the commissioning of
substations should not be hampered due to the aforesaid reasons and
recommends that instead of fair price fixed by the District Collector for land
acquisition the Board should offer the market price for the land proposed to
be acquired,

87. The Committee also directs to submit a detailed district wise list on
the pending works in the construction of Substations. The Committee
recommends that meetings should be convened at regular intervals to resolve
the problems in drawing transmission lines.

88. The Committee is perturbed to learn that due to defective
preparation of DPR the Board has foregone to harness the benefit to avail
90% subsidy provided by Government of India for implementing RGGVY
Scheme. The Committee criticises that the Board has taken almost 5 years,
i.e,, the implementation time of the scheme, to finalize the DPR. By adducing
this, the Committee elicits the disingenous and lethargy of the Board in.
implementing centrally sponsored schemes,
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89. The Committee directs the Board to undertake the execution of
pending works in the 1st phase of the scheme in northern districts and aiso to
execute the 2nd phase of the scheme throughout the State.

90, The Committee recommends that the officials responsibie for
defective preparation of DPR and also those responsible for the delay in
implementing the schemes should be booked and liability be fixed on them.
The Committee wants to be submitted with a detailed report regarding the
implementation of RGGVY Scheme in the State.

91. The Committee flays the Board's laxity which has resulted in the
lapse of Government of India grant to the tune of ¥ 58.08 crore due to the
inordinate delay in executing the APDRP Schemes. The Committee observes
that the passive attitude of the Board towards centrally sponsored schemes
has deprived the targeted rural houscholds of electricity and urges to
undertake an exhaustive study for the proper implementation so as to harness
cent per cent benefits of centrally sponsored schemes. The Committee directs
that it should be furnished with an explanation for the delay and also the
action taken against the officers responsible for lapse of grant.

92. The Committee is at pains to know that many schemes of the Board
drag on for years due to several reasons. The Committee directs to furnish the
latest position of the implementation process of RAPDRP Scheme for further
discussion,

93. The Committee recommends that in order to minimise the loss
suffered by the Board due to pilferage/loss of energy the Board should gearup
the activities of APTS by deploying additional staff and by decreasing the
intervals between two consecutive raids.

94, The Committee is surprised to note the paradoxical approach
adopted by the Board in collecting dues from its different tariff consumers.
The Committee is astound to note that the Board has shown an over
enthusiasm in disconnecting the supply of domestic consumer at a single
instance of default but turns a blind eye towards large scale industries which
commits regular default by non-payment of dues amounting to crores of
‘rupecs, The Committee criticises the laxity of the Board in recovering the
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dues from large scale industries and recommends that disciplinary action
should be taken against the officers responsible for the lapse after fixing their
liability. 'The Committee directs that the Board should take urgent steps to
recover the maximum outstanding amount from the defaulters within a
stipulated time waiving penal interest.

95. The Committee directs that it should be furnished with a detailed
report on various ongoing Hydroelectric Scheme elucidating the present status
of each project, details of manpower employed in each project and the cause
of delay that has hindered their completion in time.

96. The Committee observes that the delay in providing electric
connections to consumers is due to non availability of adequate materials at
depot level offices. The Committee directs to be furnished with a detail report
regarding material depots, material management and the procedures adopted
for purchase and issue of material by depot level office.

97. The Committee opines that about 144 lakh CFLs that were
distributed by KSEB through Bachat Lamp Yojana could cause deadly
diseases to mankind and one gram of mercury could contaminate a waterbody
of about 25000 acre. The Comumittee is shocked to note that when other
Countries were shifting to the use of LED lamps due to ill effects of mercury
lamps KSEB on the contrary was promoting the use of CFLs for the sake of
energy saving. The Committee strongly critisizes the Board for not seeing the
Environmental hazards caused by thrown out CFLs and directs that the
Board should study Environmental factors before implementing such
schemes.

K. N. A, KHADER,
Thiruvananthapuram, Chairman,
23rd March, 2015. Committee on Public Undertakings.
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APPENDIX I
SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

. S Report i Department

i Conclusions/Recommendations
! No. | Para No. | concerned

1 2 3 4

1 | 8297 Power |B2. The Committee finds that there has been a spurt
in the Regulatory Assets in the past 5 years.
The Committee cannot hide its dismay at the
gueer technique opted by the Board to hide the
loss incurred by making a corresponding
increase in the value of Regulatory Assets. The
Committee expresses its dissidence over the
method of accounting procedure followed by
the Board.

83. The Committee recommends that the system of

accounting followed by KSEB has to be
i thoroughly revamped and restructured so that
accounts can be maintained in a scientific and
realistic manner showing a true and fair view of
the working results of KSEB. The Committee
directs the Board to write off its Regulatory
Assets in order to assess its actnal worth. The
Committee suggests that by increasing the
in-house generation and by reducing the
transmission loss the Board can curb the spurt
in Regulatory Assets.

i ’ B4. The Committee infers that the huge difference
i in the income and expenditure of the Board can
be atributed to four reasons viz., inadequate
in-house generation, purchase of power at higher
rates, transmission loss and substantially low
i ' : tariff rates, The Committee is of the view that
: i generating power at low cost is the only
; practical solution to tide over this predicament.
For attaining this the Board should opt to more
reliable options like using LNG for low cost
power generation other than adhering to
conventional methods. The-Committee admits
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85.

86.

that it is well aware of the public resistance
against laying underground gas pipeline, but
urges that the Board should evolve suitable
programme and policies to overcome the
impediment. The Committee also wants to he
apprised about using pet coke as a substlitute
fuel for power generation. '

The Committee finds that High Voltage;
Distribution System is an effective method o'
reduce distribution loss by replacing the
existing LT lines with HT Lines, The|
Committee understands that in a . densely
populated state like Kerala achieving the ideal
ITI/LT ratio of 1:1 is an utopian idea, still the
Committee urges that KSEB should initiate
effective steps to draw more 11 KV lines
wherever possible to improve the HT/LT ratio
keeping in mind the sentiments of common
man. The Committee finds that with every
percentage of reductions in transmission loss
the Board could gain the much needed
additional revenue,

The Committee finds that KSEB had failed Lo
commission the targeted substations during thef
audit period mainly due to the issues relating to'

- land acquisition, obtaining right of way for|

drawing transmission lines and due to court;
litigations. The Committee suggests that the
commissioning of substations should not be
hampered due to the aforesaid reasons and;
recommends that instead of fair price fixed by
the District Collector for land acquisition the
Board should offer the market price for the land
proposed to be acquired.
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87. The Committee also directs to submit a detailed
district wise list on the pending works in the
construction of Substations. The Committee
recommends that meetings should be convened
at regular intervals to resolve the problems in
drawing transmission lines.

88. The Committee is perturbed to learn that due to
defective preparation of DPR the Board has
foregone to harness the benefit to avail 90%
subsidy provided by Government of India for
implementing RGGVY Scheme. The Committee
criticises that the Board has taken almost
5 years, i.e., the implementation time of the
scheme, to finalize the DPR. By adducing this,
the Committee elicits the disingenous and|
lethargy of the Board in implementing centrally
sponsored schemes.

89. The Committee directs the Board to undertake
the execution of pending works in the 1st phase
of the scheme in northern districts and also to
execute the 2nd phase of the scheme throughout
the State.

|90. The Committee recommends that the officials
responsible for defective preparation of DPR
and also those responsible for the delay in
implementing the schemes should be booked
and liability be fixed on them. The Committee
wants to be submitted with a detailed report
regarding the implementation of RGGVY

L Scheme in the State.

—_————



91. The Committee flays the Board's laxity which
has resulted in the lapse of Government of India
grant to the tune of ¥ 58.08 crore due i the
inordinate delay in executing the APDRP
Schemes. The Committee observes that the
passive attitude of the Board towards centrally
sponsored schemes has deprived the targeted
rural households of electricity and urges to
undertake an exhaustive study for the proper
implementation so as to harness cent per cent
benefits of centrally sponsored schemes. The
Committee directs that it should be furnished
with an explanation for the delay and also the
action taken against the officers responsible for
lapse of grant.

92. The Committee is at pains to know that many
schemes of the Board drag on for years due to!
several reasons. The Committee directs to
furnish the latest position of the implementation
process of RAPDRP Scheme for further
discussion,

93. The Committee recommends that in order to
minimise the loss suffered by the Board due to
pilferage/loss of energy the Board should
gearup the activities of APTS by dcpluying‘
additional staff and by decreasing the inlervalsJ
beiween two consecutive raids. i

94. The Committee is surprised to note the
paradoxical approach adopted by the Board in
collecting dues from its different tariff
consumers. The Committee is astound to note
that the Board has shown an over enthusiasm in
disconnecting the supply of domestic consumer
at a single instance of default but turns a blind
eye towards large scale industries which
commits regular defauit by non-payment of

dues amounting to crores of rupees. ‘The Committee
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95,

96.

97.
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criticises the laxity of the Board in recovering
the dues from large scale industries and
recommends that disciplinary action should be
taken against the officers responsible for the
lapse after fixing their liability. The Committee
directs that the Board should take urgent steps
to recover the maximum outstanding amount
from the defaulters within a stipulated time
waiving penal interest.

The Committee directs that it should be
furnished with a detailed report on various
on going Hydroelectric Scheme elucidating the
present status of each project, details of
manpower employed in each project and the
cause of delay that has hindered their
completion in time.

The Committee observes that the delay in
providing electric connections to consumers is
due to non availability of adequate materials at
depot level offices. The Committee directs to
be furnished with a detail report regarding
material depots, material management and the
procedures adopted for purchase and issue of
material by depot level office.

The Committee opines that about 144 lakh
CFLs that were distributed by KSEB through
Bachat Lamp Yojana could cause deadly
diseases to mankind and one gram of mercury
could contaminate a water body of about
25000 Acre. The Committee is shocked to note
that when other countries were shifting to the
use of LED lamps due to ill effects of mercury
lamps KSEB on the contrary was promoting the
use of CFLs for the sake of energy saving. The
Committee strongly criticizes the Board for not
seeing the Environmental hazards caused by
thrown out CFLs and directs that the Board
should study Environmental factors before
implementing such schemes.
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