Electric Rationing, High Tariffs and Revenue Protection

As you know Brazil is a very large country . Our national electric system is totally integrated and 95% of our electric energy comes from hydroelectric power plants. During the last five years we have had very little investment in our transmission and generation systems and this, together  with many consecutive dry seasons, resulted in a severe electricity  rationing period (from May/2001 up to February/2002).

In May/2001 our reservoirs were almost empty (on average, in November/2001 the reservoir level was only 12% of total capacity).

On top of this rationing we need to have sustained rains over the next several summers to minimize this problem.

According to the rationing rules all commercial, industrial ,residential, low, medium or high voltage customers, had to reduce consumption by a minimum of 15% up to 25% (of last year’s average) depending  on their principal activity.

There were heavy penalties if customer consumption was greater than the level allocated by the rationing rules.

After an incredibly good season of rain, rationing is over but:

· At least people have learned how to use electric energy rationally; at the same time the use of gas and diesel generators and solar energy to heat water was increased; it means that the average customer consumption for all utilities will certainly decrease. 

· Utilities have had heavy revenue losses during the first five rationing months since according to the rationing rules the utilities had to give special discount for low income people who had decreased their consumption under the level given by the rationing rules; during July/2001 we lost almost 30% of our revenue due to low consumption and the total discounting.

Non-technical losses increased rapidly during 2001 and we can see that  the main causes were:

1. during the rationing period, if there were two consecutive penalties for a given customer  the utility had to disconnect the service for three days and then people felt justified to tamper with meters despite the federal court declaring the rationing rules legal;
2. considering the electric rationing was the result of a lack of investment by the federal government, this behavior has now become more widespread;
3. at the same time the general public paid much more attention to the meters controlling their consumption. This gave more people the idea to tamper with meters; 
4. in some utilities the Revenue Protection area was only implemented during the last 2 to 3 years and they are not well structured to face this huge increase of theft cases
5. almost none of the Revenue Protection areas have any computer system, based on the billing system, which enables them to detect inconsistencies in customer usage; such a system could offer indications to the inspection teams where first to look for irregularities;
6. the utilities which work with a computer system to detect those inconsistencies had and still have many adjustments to make due to the change of the average consumption levels;
7. energy prices are now 10% higher for customers and we predict prices will dramatically increase during the next 2 years. The primary reason being that  the federal government wants to have funds to face the necessary investments for new electric power plants, substations and lines. We believe that this will maintain the high level of new cases of fraud.
A special note needs to be made about fixers: selling illegal services to provide the public with smaller bills (tampering or  bypassing meters) became a very profitable deal.

There are many fraud cases, perpetrated during the rationing period in 2001 and 2002, still to be detected.

We know this for sure because, as we always have , we continue to “set up” fixers. We have noticed this is the best way to deal with people who advertise and sell this fraudulent service.

Between June and December of 2001, in conjunction with the police, we discovered 42 fixers, resulting in arrests, compared with an average of 6 cases per year for previous years. 

In one of these cases we were able to recover about two hundred thousand US Dollars; the fixer got at the same time about thirty six thousand US Dollars for his work completed in only four months.  







