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OFGEM CONSULTATION ON ELECTRICITY DISTRIBUTION LOSSES

Response by the United Kingdom Revenue Protection Association

(UKRPA)

THE UKRPA

1. The UKRPA is a trade association open to companies involved in detecting and dealing with meter tampering and illegal abstraction of electricity (generically known as Revenue Protection - RP) and providers of products and services to those companies.  It is an unincorporated association to which Electricity Association Services Limited provides the Secretariat.

2. The EAMF does not involve itself directly in the commercial activities of its members or in commercial arrangements between members and, as such, strictly observes the requirements of the Competition Act, 2000.

3. The following is a submission agreed by members but is additional to any individual company submissions which may be made.  Comments are restricted largely to issues relating to non-technical losses.

GENERAL

4.
Table 1.1 indicates losses per DNO and their variability since privatisation of the Industry in 1990.  It is presumed that these include all categories of distribution losses and that they are estimates arrived at by companies using some formalised process.  Is Ofgem confident that the differing processes used are sufficiently equivalent to make comparison on a company by company basis valid?

5.
Table 1.1 is a shortened form of a table which appears in an Ofgem Consultation on ‘Structure of Distribution Charges’ of October 2002.  This makes clearer the variability to which paragraph1.6 refers and raises two immediate points

· Have companies used consistent methodology for estimation of losses over the 10 year period?

· If so, what explains some quite significant variations, both up and down?

It is suggested that, in general terms, any gradual change, particularly a trend for loss reduction, is likely to be due to longer term technical actions but sudden and extreme changes cannot be so attributable.  Paragraph 4.6 suggests that these may be due to changes in network utilisation but another possibility might be changes in non-technical losses.  For instance, some variations (reductions) coincide with the known introduction of effective Revenue Protection measures  - Manweb in the early 90s and SWEB in 93-95.  However, without knowing how companies arrive at estimates of non-technical loss it is difficult to support any such correlation.  In the course of the consultation on Illegal Abstraction proposed for 2003 (see 4.34) it might be useful to study this in more detail.

LEVEL AND ABILITY TO CONTROL

6.
Paragraph 4.11 refers to illegal abstraction and notes that incentives for DNO’s to detect and combat theft are weak, as indicated in the footnote.  This is considered a little simplistic but further comment will be made in 9 below.

NON TECHNICAL LOSSES

Meter errors

7.
Paragraph 4.28 makes assumptions about the degradation mechanism of static meters which, although probably true, has no research to support it.  Errors have been found with static meters which would not happen with electromechanical ones (eg meters stopped or only partially recording).  It is probably true that electromechanical meters are more likely to be running ‘slow’, although there are failure mechanisms (eg weakening of brake magnets) which would make them run ‘fast’.  Perhaps it is safest not to reach the conclusion of the last sentence.

The paragraph misses a major source of such errors which occur due to incorrect or defective installation.  These relate mainly to major HH supplies, and the errors are then reflected into NHH Group Correction Factors.    

Errors in the Settlement system

8.
Paragraph 4.29 does not refer to the Settlement system dealing with tranches of ‘lost units’ ie units identified by RP activity as abstracted over a period of time.  These should be fed into the secondary reconciliation process to reimburse other suppliers at the relevant Grid Supply Group over whom the losses have been ‘smeared’, but it is understood that this is not working because the Settlement System (as dealing with non half hourly metering where most abstraction takes place) is designed only to accept valid meter readings.  There is no facility to input volumes of units against specific MPANs.  The only present solution is for a Meter Operator and/or Data Collector to manufacture false data to ‘force’ a reconciliation of the identified loss.  These agents work for a Supplier and there is little incentive for that Supplier to ‘declare’ losses other than those which they can recover (see reference to incentives in 9 below)

Illegal abstraction

9.
Paragraph 4.34 indicates that Ofgem will be consulting on illegal abstraction and this is to be welcomed.  However, there is no reference to this in section 2.10 (Interaction with other projects).   As regards incentives, the UKRPA has great concerns that the incentives for dealing with illegal abstraction are not clear cut and much activity to set up appropriate structures is ‘in limbo’ pending the promised review.  Since this is a separate matter from the more technical and general loss issues being considered in this consultation, no further comment will be made here.

10.
In paragraph 4.35 the party quoted as estimating losses at more than £100 per annum is the UKRPA.  It is based on losses of 1-1.5%, which is in line with experience in the United States and Australasia where there are comparable socio-economic systems.  As the paragraph states, however, there is no way to measure this, although it is probably an underestimate and is now thought to be increasing, not helped by the uncertainties noted in 9 above. 

Cost of losses

11.
There has been debate in the UKRPA about who owns the various elements of a unit identified as having been stolen, ie if the cost of a stolen unit has been repaid by the offender, who is entitled to what?  Obviously the Supplier and the Distributor (for lost Use of System) are in the loop but there are also the other Suppliers at the Grid Supply Group who have been subsidising the loss due to ‘smearing’, and possibly previous Suppliers from whom the customer has switched if the theft has been over a long period.  However, the assumption has been that the lost unit is worth the price which the Supplier would charge under his tariff (or a generalised version of this).  This is actually supported in legislation – Schedule 4 of the Electricity Act as amended by the Utilities Act allows a Distributor to recover the value of units illegally taken according to “…what could reasonably be expected to have been payable…under a contract (with an authorised supplier)” [Section 4 (5)] 

CONCLUSION

12.
The main interest of the UKRPA is in non technical losses, specifically (but not exclusively) illegal abstraction.  Whilst the above comments have been provided to add to the debate in this consultation, we look forward to being able to make a major and more focussed contribution to the forthcoming Illegal Abstraction consultation. 
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