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Abstracts

The study results conclude that there are some major problems affecting the
financial performance of NEA kavre buf some are general problems, which can
be overcome with general considerations. Those problems, which were affecting
to a grealer extent to the performance of NEA Kavre, were included in the

conclusions as major issues and gaps.

There is no effective utilization of assets whether that is current or fixed. The
branch has been seriously facing the problem of outsfanding debt collection.
Therefore account recejvable has become burden meaning that average
collections petiods are also longer in each fiscal year. It was observed that has
generated negative profitability throughout the study period. The capacity of
assefs in the generation of revenue is not satisfactory and the revenue is very
low in comparison to the investment made. Increasing cost in every fiscal year is
att inportant issue. ft has not adopted the cost controf fools and technigues.
Electricity leakage, theft and wastage have been the major reasons educing the
profit earning capacity.

Based on the major findings of the study of performance of kavre branch, some
suggestions have been recommended in this part. It is hoped that these

recommendations will prove to be useful to management of the branch.

(1) Revenue accounting should be given adequate importance like
expenditure accounting by budget center chiefs and responsible
personnel should be appointed fo handle this section. (2) It can be
suggest them fo create a healthy working environment and environment
of mutual trust and mutual co-operation. (3)The board of directors
should he free in setting the strategic as well as formulating policies. (4)
For the improvement on perforrmance of the branch, the fntérference
should minimize. (5) All the staffs of the organization are not well trained
which is the main reason for over staffing. (6) It should reduce the loss
arose otit of leakage outage and theft of electricity. (7)The ceniral level
should undertake regular inspection and monitoring visit of budget

centers
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CHAPTER - ONE
INTRODUCTION

1.1 What is a Public Enterprise?

Different types of organizations provide different services to their customers.
Some are manufacturing firms and some are service- oriented organizations.
Mainly customers get services from private sector and public sector. A public
enterprise is owned and managed by the government. It provides goads or
services for a price. Public enterprise has a significant role in almost every
country of the world, yet there has so far been no standard definition of its
own. The term 'Public Enterprise’ has been defined differently by different
agencies and governments to suit their own respective situation. "Public
enterprises play a major role in achieving the twin objectives of social and
economic development envisaged in the national policy”. The role of public
enterprise in stimulating and augmenting the pace of economic growth in

developing countries can hardly is under estimated.

“Public enterprise plays a very important rale in most of developing countries.
The role of public enterprise differs from country to country, basically due to
political philosophy of existing governments. Public enterprise comes in to
existence either by the way of deliberate policy of the government to bring
certain activities under new institution or by nationalizing them from private
sector. When we see the history of PE, we find that most of them well created
by the government themselves to manage certain key sectors of the

economy”

1.2 Public Enterprises in Nepal

Public enterprise in Nepal constitutes a vital instrument for the socio-economy
development of the country. It enjoys a strategic and crucial position in our
mixed economy Public enterprises (PEs) have been established in many
sectors for the overall development of the country with different goals and
objectives." Nepal Bank Limited (1937 A.D), a commercial bank was the first



PE to have separate legal status in Nepal”. During the World War 2™ some
other PEs were established. However, they could not make substantial

progress.

Nepal started its planned economic development in 1956 with the launching of
first five year plan. Since then, the number of PEs has increased substantially
in various fields of the nationally economy. There were 64 PEs before the
privatization program of Nepal Government and now, there are 43 PEs. The
PES is dominant in the production of sugar, cement, cigarettes, agriculture
tools, petroleum products and ail public utilities. Public enterprises of Nepal

can be categories as follows:-

Statutory Corporation
Government companies

Departmental undertakings
Among 43 existing PES, there are three public utility PES namely

“ Nepal Telecom Ltd.
< Nepal Water Supply Corporation
« Nepal Electricity Authority.

1.3 Historical Background of Nepal Electricity Authority

Nepal has predominantly an agricultural economy and about 90 percent of the
economically active population is engaged in agriculture. Still 91 percent of
energy need of the country is met by the traditional energy sources such as
fuel, wood, agri-residue and animal dung. Though the total area covered by
the national grid system of the country reached 33 percent so far only 15
percent out of the 23 4 million populations has access to electricity. NEA,
established little over two decades ago, has been enriched with the mixed

experiences of being a successful PE.



NEA is a service oriented PE. The first hydroelectric project started under
NEA was built in 1911 A.D at Pharping. Since then, the development of power
projects were under taken by agencies called the Bijuli Adda ( Department of
Electricity) depending upon the prevailing name of the HM.G /Nepal
institution responsible for building power projects in Nepal. Presently NEA and
the Department of Electricity Development are engaged in the development of
power project in Nepal in the government sector. In 1974 AD a separate
electricity corporation called Eastern Zonal Electricity Corporation was
established in Biratnagar to facilitate electricity supply to the eastern part of
Nepal In 1982 A D. however, Nepal Electricity Corporation and Eastern Zonal
Electricity Corporation were merged into a single organization. These different
types of organizations working on the same service naturally entailed two-way
expenditures and impediments were felt in handling administrative works.
Thus, gradually the need for a unified organization started to be felt which
could supply and distribute electricity service without much administrative
hindrances. To this effect, Nepal Electricity Authority Act 1984 was brought
forward and put into effect from 17 August 1985, According to new NEA Act
1984, all former divisions and committees concerning elactricity production
and supply and distribution were merged into Nepal Electricity Authority. Later
on, Marshyangdi Electricity Centre was also handed over to Nepal Electricity
Authority after the completion of its construction work.

More specifically, the objectives for establishing Nepal Electricity Authority
can be traced as follows:

% To establish a single organization that would work in all sector of
electricity planning, survey, production, operation, maintenance and
distribution of electricity.

% To utilize and develop the huge amount of water resources of Nepal in

more coordinated way.

-
L) .0

To provide equal and extensive skill development opportunities for all
employees working in the fieid of electricity.

< To overcome the duplication of works being practiced formerly by the

e

existence of several electricity agencies.



The demand for electricity in Nepal both for domestic and industrial
consumption is rapidly increasing. in order to meet the increasing demand,
NEA has attempted to fix its long-term, mid-term and short-term plans. The
short-term plans are identified as medium size hydro electricity projects (5-50
MW) such as Bhote Kosi, Modikhola, Puwa Khola and Khimti projects along
with thermal generation with their relatively short gestation period and peaking
capabilities. Participation of private sector is also identified as catalyst in the
attainment of these goals and has been encouraged by government favorable
acts and electricity acts. The mid term option has been identified as Hydro

Power generation such as Kali Gandaki.

This is the semi-government institution. The board of the directors is
comitituted established by the government. That commitiee operates those
activities which are held in the institution. There are eight members in the
Board including the minister for water resource. The Head Office of the NEA
is at Durbarmarga, Katmandu.
Mainly, NEA has three sectors namely

*» (Generation

< Transmission

=+ Distribution

NEA

—

GEMERATION | ¥ TRANSMISSION ) ,‘{ DISTRIBUTION
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objectives, the utility organizations, distribution sector must devote its full
efforts towards prompt revenue collection system, effective system losses
reduction programs, restricted use of materials for operation and maintenance
purpose and implementation of cost effective system expansion programmes.
The distribution managers are required to wark with a profit center concept for
achieving better economic results of the institution by maintaining proper
standards or services to its clients. By the concept of distribution center NEA
Kavrepalanchwok branch became NEA Kavrepalanchwok distribution centre
in 2004 A.D Before 2004A.D NEA Kavrepalanchwok branch was fully
operated by central management after the pubiished of distribution center act
2003A D the branch has get some rights and authority.

Nepat Electricity Authority, Kavrepalanchwok Distribution Centre is one of the
small distribution centers of Nepal Electricity Authority. It is located
approximately 27 km east of Katmandu This branch was established in 1986
A.D Before 1986 those tasks which were held in Kavrepalanchwok district,
were operated by Bhaktapur branch. When the required quantity of the
consumer were fulfifled in Kavrepalanchwok district NEA Kavrepalanchwok
branch Banepa established After the establishment of branch it started its
work over the entire Kavrepalanchwok district. Since the establishment of the
branch it is serving its customers.

In the beginning the branch provided its service to about 8000 consumers but
currently it is dealing with about 36000 consumers. It shows the eiectrification
in the district is in the increasing trend. By the electrification map it shows that
the branch is successful to spread the electricity only to 41% of the total area
of Kavrepalanchwok district So the demand for electricity both for domestic
and industrial consumption is rapidly increasing. In order to provide sufficient
services to the consumers, Kavrepalanchwok branch has operating its 9 sub
branch over the entire district.

As other branches, the Kavrepalanchwok branch has some particular aims

and tasks

< Reduction of system losses to a reasonabie limit

< Increase of sales for achieving higher rate of revenue collection



* Implementation of cost effective system expansion scheme for
increasing number of consumer.
< Reduction of operation and maintenance cost.

Beside these aims, it is very difficult for the branch to operate its works,

because of the political obstacles, consumer’s behavior, etc.

1.5 Statement of the Problem
Nepal is the one of the least developed countries and it has poor economy.

Due to its economic conditions and from other causes private sector as well
as public sector is not successful to obtain its goal. Mainly some public sector
organizations are suffering from the financial problem because of inefficiency,
poor performance, political situation and geographic situation. So, there is a
requirement of good performance. Lower performance will affect the
economic condition of country and the organizations also

Electricity is one of the basic infrastructures for the industrial development of
the nation. Without electricity, industrialization cannot be imagined. In this
context NEA has a great role to play for them. For PEs it has no difficulty in
selling its products and services as demand of electricity in the nation
exceeds supply many times. It has been facing or no market competition,
enjoying almost full monopaly over the distribution of service. Despite these
facts, the performance of NEA has remained unsatisfactory and quite poor.
NEA Kavrepalanchwok Distribution Centre is providing its service to whole
Kavrepalanchwok district. It has a great contribution to our country. So, this
branch is considered as back bone of Kavrepalanchwok district.

The branch has been facing different problems due to the political situation of
the country. Now days, the performance of this branch is in decreasing trend
and can not able to grab opportunities. This research about relationship
between sales and revenue collection of Kavrepalanchwok branch will focus
and provide clear vision regarding financial problem, strategic implementation
and tactiul ptan of the NEA Kavrepalanchwok.

This study is confine to the problem of the 'behavior of the financial operation

of NEA Kavrepalanchwok Branch. As observation of financial performance in



NEA Kavrepalanchwok does not seem to be satisfactory and encouraging

despite its monopoly to the power sector of the district

1.6 Significance of the Study

Financial performance decision is a significant managerial decision. Over the
past 21 years, the branch has covered 41% of the district, in the way it has to
face many problems. The major problem of the branch has been to collect
revenue, This research focuses the relation of sales and revenue of the NEA
Kavrepalanchwok. How does this relation affect the branch's output? Study
made on NEA Kavrepalanchwok analyzes the financial situation and problems

of the branch

This study properly analyzes the data, provides recommendation of financial
affairs, and provides conclusions in particular to the NEA, Kavrepalanchwok
branch. it discusses the relationship between sales and revenue collection of
a branch. So it provides the sound financial planning idea, measure for
corrective action, useful feedback to the branch and other stakeholders.

This study is believed to be an important effort to identify the actual trend of
financial performance of NEA Kavrepalanchwok and is expected to provide

some appropriate measure to solve financial problems of the Branch.

1.7 Objectives of the Study

The basic objective of this study is to analyze the relationship between sales

and revenue collection of NEA Kavrepalanchwok Distribution Centre.

The specific objectives of the study have been the following:
“+ To analyze the financial performance of the NEA Kavrepalanchwok.
< To conduct SWOT analysis of NEA, Kavrepalanchwok
< To suggest for the improvement of financial performance of NEA in

order to improve financial performance.



1.8 Limitations of the Study

Some of the limitations relating to the study are as follows:-

* Limited data set: In absence of sufficient information, the study will
covered only seven fiscal years i.e. from 2001 to 2007 A.D.
%+ Due to the time constraints, not all the related areas have been

covered in depth.

1.9 Organization of the Study
This study has following five chapters. Titles of the chapters are as following

1. Introduction:
This chapter is organized as background, theoretical background, focus of the
study, profile, statement of the problem, objective of the study, and

importance of the study, limitation of the study.

2. Review of literature:
This chapter is about review of various related books, journals, other

publications.

3. Research methodology:

In this chapter, several tools and techniques are explained for the analysis

and defined properly for the presentation of data.

4. Presentation and analysis of data:
This chapter consists of tabulation, presentation and analysis of data. It also
includes the calculation of financial and statistical tools. Major findings are

also included in this chépter.

5. Suminary, Conclusion and Recommendations:
This is the last chapter about suggestions to the Branch that will help to

improve its performance

Bibliography and annexes have been attached at the end of the thesis.



CHAPTER - TWO
REVIEW OF LITERATURE

2.1 General Background

In this chapter, the review of various books, research studies and articies
have been made to make clear about the concept of Sales and revenue
collection of NEA. Literature review is basically a 'stock taking' work of
available literature.  So, it provides required depth of knowledge for
conducting research The purpose of literature review is thus to find out what
principles are established and research studies have been conducted in the
field of study, and what remains to be done.

To make meaningful research study, the conceptual review has been done
through the study of various books and articles. in addition, references have
been drawn from former researches including Master thesis, dissertation
papers, and sao on in relation to NEA. So, this chapter 'Literature Review' has

been divided into the following two sections.

A. Conceptual framework

B. Review of previous study

For the review purpose, the researcher has undergone conceptual aspects
and different relevant pilot works. Therefore, the objectives of this chapter are
to provide the essential knowledge of financial performance, financial
statements and tools of financial statements analysis. Textual support and

pilot studies are presented as follows

2.2 Textual Supports
<+ Financial Statements of sales and collection
< Analysis and Interpretation of sales and collection

<+ Tools of Financial Statement Analysis.



2.2.1 Financial statements of sales and revenue collection:
“Financial statements depict the actual position of a firm in terms of monetary
value at a particular point of time. Financial statement such as income
statement and balance sheet are the two most important statements that
business firms prepare at regular intervals. The basic financial statements
prepared for the purpose of reporting in NEA are: (I) Balance sheet or
statement of financial position (i) Profit and loss account (iii) Statements of
sales and Collection (IV) Loss Report etc. These statements are contained in
a NEA's annual report. The main internal source of NEA is the amount
received through electricity sales that remains with it after deducting the cash
expenses. Out of the total amount, provision has to be made for working
capital requirement. The balance amount remaining thereafter becomes
available for NEA investments. In order to suffice the investments, NEA tariff
level should be at a level sufficient to generate sales revenue covering cash
operating expenses, working capital requirement, debt servicing as well as
financing requirement of the investment program.

One of the strategies to improve its revenue base is to increase its sales
volume through utilization of available surplus energy and generate additional
revenue. Domestic as well as export to potential market for sale of this
available energy could add to the revenue base. Seasonal tariff is one of the
alternatives to promote consumption in domestic market. Accordingly, NEA
had made proposal for seasonal tariff in the past, which did not materialize for
various reasons. Energy export to Indian market has been considered as the
next acceptable alternative for this purpose and therefore, NEA is negotiating
with Power Trading Corporation (PTC) of India.

2.2.1.1 Related factors of the relationship between sales and

revenue collection:
++ Electricity Sales
< Revenue Collection from sales
< Revenue Collection from other income

< [Llectricity Loss Reduction



2.2.1.2 Objectives of financial statements:

Financial statements are prepared from the accounting records maintain by
the organization. The generally accepted accounting principles and
procedures are followed to prepare these statements, As stated earlier, the
basic objective of financial statement is to assist in decision - making. The
other objectives are:

Resources and Obligations: To provide reliable financial information about

economic resources and obligation of business enterprises.

Changes in_net resources: To provide reliable information about changes in
net resources (resources minus obligations) of an enterprise that results from
the profit-directed and other activities.

Earnings_potential: To provide financial information that assists in estimating

the earnings potential of the enterprises.
Full disclosure: To disclose, to the extent possible, other information related to

the financial statement that is relevant to statement users.

2.2.2 Financial statements analysis of sales and revenue

collection:

The terms financial statements refer to the main two statements - (1) balance
sheet or statement of financial position (i} profit and loss account (iii)
Statements of sales and Collection (iv) Loss Report etc, which the accountant
prepares at the end of the period of time for a corporation. Financial
statements provide the summary of the accounts of business enterprises. The
balance sheet reflects the assets, liabilities as of certain date. The income
statements show the results of the operations during the certain period. The
sales and collection statements provided the information about sale, collection
and debtors and loss repart.

Financial statement analysis refers the indication of proportionate relationship
of various componenls of statement with aggregate figures, proportion within

them in the same period and proportional changes from one year to another



a. Balance sheet:
Balance sheet is important component of financial statement. It is the mirror of
the financial position of the firm at a particulars date. Balance sheet is the
fundamental accounting report. According to LM Pander, balance sheet
contains information about the resources and obligation of a business entity
and about its owner's interest in a business at a particular point of time. In
accounting language balance sheet communicates information about the
assets, liabilities and owner's equity for the business firm as on specific date.
it provides snapshots of financial position of the firm at the close of firm's
accounting period. It also indicates the resultant outcome of the firms

investment, along with financial and dividend decision.

b. Profit and loss account:

Profit and loss account is major statement of financial information. It shows
the result of trading and non- trading operations during a period of time. It
presents the summary of revenue earned and costs incurred earning this
revenue in a comparative form. The different is the net profit or net loss. In
operational terms, the accounting report that summarizes the revenue items,
the expense items and difference between them for an accounting period is
called the income statement. '

Thus, income statement reflects the efficiency of the firm. However, it may not
be the true representative of the efficiency. The income statement is the
reflection of the firm's performance during the particular period of time.
Income statement occupies a significant place in portraying the result of

business operation.

c. Statements of sales and collection
Here slatemenls of sales and collection mean electricity sales and collection
in NEA this statement shows the actual position of sales and collection in one
fiscal year It helps to know what amount of sales and collections have been
made in different tariffs. This statement also helps to calculate the total
debtors of a corporation The main internal source of NEA is the amount

received through electricity sales so it has major role in the corporation.
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d. Loss report
AS well as the sales report loss report of the branch is also very most
important factor. It is most important because it the key report of a
performance analysis indicator or we can say this report it is the clear image
of the branch. It also indicates the received unit of the branch and sales, along
with technical loss. Different distribution centre are ranked on the basis of loss
report in NEA. This report includes receive unit from the substation
(Transmission), sales of electricity which is taken by the consumers. The
variation between these two factors is profit / loss. Generally the report always
shows loss because sales unit will never exceed received unit. The
calculation of the performance is based on the margin of loss. So the name of

this report is loss report.

2.2.21 Meaning and purposes of financial statements

analysis:

Analyzing financial statement is a process of evaluation relationship between
component paits of financial statements to obtain a better understanding of a
firm's position and performance.

The financial statement of the business enterprises are initiated to provide
much to basic data uses for decision making and in general evaluation of
performance by various groups such as current owners, potential investors
creditors, Government agencies and some interested competitors Because of
various natures in published financial statement used for a wide variety of
uses, it is often necessary for particular group to extract the information in
which they are particularly interested from the statement. For example,
owners and potential investors are normally interested in the present
earnings, future earnings prospects of business of the similar case may
different to the other parlies. Thus the detailed analysis and interpretation of
financial statement is usually required in order to obtain the information which

may be relevant for the specific prospects of particular user



2.2.2.2 Methods and procedures of financial statement
analysis: ‘
One of the valuable aids we find is the ratio analysis with which a financial
manager or a creditor may evaluate how a firm uses different factors may
determine how these uses are financed. In addition to studying past flows, the
analyst can evaluate future flows by means of a funds statement based on
forecasts. Such a statement provides on efficient methods for the financial
manger to assess the growth of the firm and its resulting financial needs as
well as to determine the best way in which to finance those needs. In
particilar, funds statements are very useful in planning intermediate and long-
term financing

In the analysis of projected funds flows, we have the cash budget and pro-
forma statements. The cash budget is indispensabie to the financial manager
in determining the short-term cash needs of the firm and, accordingly, in
planning its short-term financing. When cash budget is extended to include a
range of possible outcomes, the financial manger can evaluate the business
risk and liquidity of the firm and plan a realistic margin of safety. This margin
of safety might come from adjusting the firm's liquidity cushion, rearranging
the maturity structure of its debt, arranging the line of credit with a bank, or a
combination of the multiple cash budgets prepared for a range of possible
outcomes are valuable also in appraising the ability of the firm to adjust to
unexpected changes in cash flows. The preparation of pro-forma balance
sheets and income statement's enables the financial manger to analyze the
effect of various policy decisions on the future financial condition and
performance of the firm

The financial method of analysis involves sustainable growth modeling. Here
we determine whether the sales growth objectives of the company are
consistent with ils operating efficiency and with its financial ratios. This
powerful tool of analysis allows us to simulate the likely effects of changes in

target ratios when we move from a steady state environment.

The following procedures can be used to analysis the financial statements.



1. Percentage increases and decreases in an item in comparative
financial statements.
2. Percentage relationship in an individual component to an aggregate
total in a single financial statement.
3. Ratios of one amount to another in the financial statement.
These above mentioned methods can be applied by various ways i.e.

horizontal analysis, vertical analysis and common size statement analysis etc.

2.3 Review of Previous Research Studies

Previous studies are reviewed in this section. It consists of thesis and
dissertations of previous Master's Level student as well as other research
works related to the Sales and Collection of NEA Kavrepalanchwok.

Analytical studies of an enterprises pertaining to the financial position are
essential to know their profit potentiality, operative efficiency and decision-
making technique

Some available research studies relating to the financial aspect of PEs in
Nepal have heen reviewed in this chapter.

tn the study, it was found that “the main criteria for providing financial
assistance by HMG/N was not based on norma! corporate portfolio structure
and needs, but on crisis policy of adequate working capital that play
instrumental in bringing about a circular consolation of property in many PEs.
Absence of sufficient equity cushions had fed to the poor performance of
many PEs. PEs capital structure (debt. to equity ratio) did not follow industry's
norms, generally, PEs established with foreign assistance had too much
equity where as those established by HMG/N were loaded with debt. it was
mentioned in the study that, the evaluation of financial results with a view of
taking corrective actions, but was hardly attempted. Periodic review of the
budget development of internal system and analysis of the generation of fund
and its investment, cash and working capital management were generally
poorty conducted in the most PEs in Nepal. Often this leads to a situation
where the management was not aware of the real financial position of the

undertakings. It was also pointed out that the financial performance of most of

PEs wasg poor.,
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A thesis was submitted to Institute of Business Administration, Commerce and
Public Administration, T.U. by Om Krishna Shrestha on "A financial
performance evaluation study of Nepal Electricity Corporation” in 1979 (with
special reference to finance aspect). The basic objectives of this study were to
evaluate the financial performance of NEA, to suggest measures for the
improvement of the performance of NEA and to assess the financial position
of NEA. The study covered seven years period i.e. from the FY 1970-71 to
1976-77. In this study he found that NEA has highly fluctuating, funds were
mainly collected through share capital, loans, and depreciation funds were
mainly used in expanding fixed assets and the cantribution of NEC to national
economy in the form of value added was increasing. He concluded that the
net working capital position was not satisfactory. Operation ratio was
unsatisfactory due to high operating expenses, the position of funds caliection
was in heavily fluctuant. The trend was satisfactory mainly from utilization
point of views He also pointed out that the contribution to the national
economy in the form of value added was noticeable, pricing structure had
noticeable impact on the profitability situation, impact of power generation and
revenue generation on profitability was poor and no control measure was in
operation at NEC.

A study in the comparative financial analysis of Water Supply and Sewerage
Corporation and Nepal Electricity Corporation” was conducted by Purna
Prashad Shrestha in 1998 with the abject of individual and comparative
financial analysis of water supply and sewerage corporation (WSSC) and
Nepal Electricity Authority to identify the finical weakness and strength of
these public Enterprise !t was revealed by the study that the liguidity position
of both the enterprises was deteriorating and the liquidity of current assets
was poor due to excessive inventory holdings. The liquidity position of NEA
was worse then that of WSSC. The capital structures of both companies were
low geared and NEA enjoyed more favorable position to secure debts than
WSSC. The lurnover ratio of both enterprises were extremely low, the case in
NEA was liltle better than WSSC Most of the funds were found spent on the
acquisition of fixed assents in case of both enterprises. However NEA spent

more funds for this purpose on an average.



Rabindra Dev Bhatta’s research "An Evaluation of Financial position’ of NEA"

in 1997 had the following finding and recommendations.

4
*
‘O

*
‘.‘

There is no effective utilization of assets in NEA.

NEA has been seriously facing the problem on the collection of
receivable. The accounts receivable in NEA is high. So average
collection period is also high in each fiscal year.

NEA has generated very low returns and in some years negative
profitability throughout the study period.

The capacity of assets in the generation of revenue is not satisfactory
and the revenue earned is very low in comparison to investment made
in the assets of NEA

Increasing cost in each fiscal year is an important issue of NEA. It has
not adopted the cost control tools and techniques.

NEA is not able to fulfill the requirement of funds from internal sources
by successful operation of the corporation's activities. It has been
taking considerable amount of loan to fulfill the requirements of funds.
Electricity leakage, theft and wastage have been the major reasons
reducing the profit earning capacity of NEA.

High maintenance expenditures as shown in the profit and loss
accounts have been an important factor in reducing the profitability of
NEA.

Recommendations of Bhatta's researches are.

Improvement of the liguidity position.

Management of operating as well as non-operating expenses.
Development of efficient system of revenue collection.

NEA should prepare highly qualified, dynamic and energetic personnel
Reduce over staffing provide training to staff to increase their
nroductivity

Immediate action should be taken.

More autonomy shoutd be provided.

Efficient utilization of fixed assets.



< Make investment in small projects and avoid big projects without prior
feasibility analysis in terms of finance and corporation cost benefits.

i The capacity should be fully ut\ilized.

< The financial position of the corporation should be timely evaluated.

% Improvements in the present Accounting system.

“An analysis of different performance of the branch” was done by the asst.
engineer Sunil Shrestha Kavrepalanchwok Distribution Centre in F/Y
2006.2007. NEA Kavrepalanchwok distribution centre is located
approximately 27 km east of Katmandu at Banepa which is business centre of
the entire district. It was established in 1986 A.D after the establishment of the
branch it started its operation with 8000 consumers. At present it has

approximately 36000 consumers. It employs 128 regular staffs. To provide the
sufficient service the branch has established 9 sub branch through out district.
The branch consists of following three main departments.

1. Administration Department

2. Account and Revenue Department

3. Technical Department
Every department has their specific tasks. Without the clear co-ordination
between these departments the branch is unable to run its activities.



KAVREPALANCHWOK

According to the map about 41% area of the district is electrified, because the
rural area has not been covered. However the branch has been providing its
service to the 41% of the district but the feed back is very low in the preceding
5 years. Due to the palitical situation of the country the branch is unable to
extract information’s from those places. The main indicator of performance of
the branch is revenue collection which is directly affected by the political
situation. So from past few years the performance of the branch is not
satisfactory. However the branch is handling its duty to an extend it could.

The main findings and recommendations of Sunil Shrestha are as follows:

%+ Target growth rate in sales revenue is not achieved

< The Branch has not adopted the practice of preparing monthly budget,
which is required for planning and control.

% While preparing budget suggestions of employees and sub-branches
are ignored.

< Internal consumption is not shown is the account of individual ledger

this may helps to reduce the loss of the branch.
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The demand of the new consumers is rapidly increasing but the

efficient manpower is not enough.

» The ledger keeping is traditional it may cause variation in control

account and individual ledger.

+ About Rs. 10, 00, 00,000.00 debtors are out standing the branch is not

serious in this case.

“ In total debtors 45% of the amount is due from street light which is

increasing by Rs. 7, 50,000.00 every month.

* It is shown that the Amount of the Received unit is greater than the

sales to the consumers.
Operating costs have not been controlled effectively.
Accounting system is very traditional it should be changed it caused

difficult in reporting

« Level of inventory is very high About 1, 25, 00000.00 it is very harmful

to the performance indicator of the branch.
Recommendations of Mr. Sunil Shrestha's research are:

Planners should be properly trained about budgeting and revenue
planning

To achieve target growth rate in sales revenue the branch should make
realistic forecasts.

it should start the practice of preparing monthly budget for sales
revenue.

The branch should introduce programs and action plans for the
reduction of transmission foss, both technical and non-technical. NEA

can improve its efficiency in the metering device instantly either by
changing old meters or utilizing only efficient meter readers or by
improving its transmission system. Non-technical loss can be reduced
by adopting effective managerial, social, legal, and other measures.
Internal consumption should show in the individual account which helps
to reduce the loss

In the lack of efficient manpower the branch would not able to provide

its service so it should starts different trainings to the staffs.
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“+ The ledger keeping should be modern it should be computerized.

*» The branch is not serious in the case of the debtors the amount of total
debtors is increasing if the branch is not does not take any action it will
be very harmful.

“ About Rs. 7,50,0000.00 is outstanding in street light the branch should
make communication to the stakeholders.

<+ Received unit amount is greater than the sales amount it shows that
the branch is in the totally loss it should recognized where is the
mistake.

 Operating cost should be reduced it helps to reduced the loss of the
branch.

* Level of inventory is very high it should reduce.

<+ NEA should put more effort to mange the supply to the profitable
sectors such as domestic, industrial, non-commercial, commercial and
temporary supply.

* Tariff rate for water supply irrigation, temple, transpoit service, street
light, and bulk supply to India should be revised in such auditor's way
that they could cover operating cost at least.

+ NEA should try to reduce overdue amount of receivables. NEA should
provide incentive to staff to encourage them for collection of overdue
amount of receivable. In revenue collection any kind of pressure,
nepotism and biases should strictly be discouraged.

% An effective cost control program is necessary in NEA.

< Price cost volume profit relationship should be considered while
formulating the revenue plan.

% NEA should have proper coordination regarding budget formulation,
implementation and evaluation of achievement.

< NEA should try to avoid the load shedding which has created negative

attitude towards NEA,
Thus the review of studies clearly pointed out that majority of corporations in

our country showed poor performance. The management of PE’s does not

seem to be satisfactory.
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In this studies it is also pointed out that the net worth is artificially kept low
they are in dangerous liquidity position. Sales are inadequate and average
investment in working capital declined over a period of time. There is less
inventory turnover due to high possession of stocks, which is the indicative of
inefficient inventory management.

The evaluation and analysis of financial results with a view to take corrective
actions were handily made. There is much to do in the employment of
analytical tools to study many PEs to evaluate their financial position. There
have been quite few attempts to evaluate the financial performance of NEA
some one and haif decade ago. However, not much attempts were noticed in
the recent past. NEA has undergone significantly changes and has become
the largest public enterprises in the country in terms of assets, investments
and the volume of services provided by it in situation. Therefore, it has been
important to evaluate the financial performance of NEA based on current

information.
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CHAPTER - THREE
RESEARCH METHODOLOGY

3.1 Introduction

A systematic research study requires a proper methodology to achieve the set
objective. This study has also developed the definite methodologies to
achieve the set objective. So this chapter has been attempted to present a

basic frame of methodology within which the research will be conducted.

Research methodology refers to the various sequential steps along with a
raticnale, of each such step to be adopted by a researcher in studying a
problem with certain objectives. It would be appropriate to mention that
research projects are not susceptible to any incomplete and inflexible
sequence whereas the type of problems to be studied will determine the

particular steps to be taken.

Research is a systematic and organized effort to investigate a specific
problem that needs a solution. This process of investigation involves a series
of well through out activities of gathering, recording analysis and interpreting
the data with the purpose of finding answers to the problem.

Research methodology is the way to solve systematically about the research
problem. It consists of the research design, the nature and sources of data,

tools used, research variables and research questions.

3.2 Research Design

A research design is the arrangement of conditions for collection and analysis
of data in a manner that aims to combine retevance to the research purpose
with economy in procedure. It is the plan and formulation of investigation idea

and strategy so as to obtain answers to research guestions and to control

variance,
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Strategy, as used here, is also more specific than plan. In other words,
strategy implies how the research objeétives will be reached and how the
problems encountered in the research will be tackled.

The plan is the overall scheme on program of research. It includes an outline
of what the investigator will do from writing the hypothesis and their
operational implication to the final analysis of data, The structure of the
research is more specific. It is the outline, the scheme, and the paradigm of
the operation of the variables. When we draw diagr'ams that outline the
variables and their relation and juxtaposition we build structural schemes for
accomplishing the operational research purpose. Strategy, as used here, is

also more specific than plan.

The research design of this study is descriptive as well as analytical. This
study 5 an examination and evaluation performance of NEA
Kavrepalanchwok. The study is closely related with the various indicators
revealed from the accounting / revenue statements.

In this study, relationship between sales and collection of NEA
Kavrepalanchwok is based upon the historical financial activities. To define

the relation between these two factors is the main objective of the study.

So, the study Is based on certain research designs. This study emphasizes on
descriptive and analytical study of collected data over a pericd of time ( Data
are taken from NEA's balance sheet and income statement and the analysis is
basically made on the basis of these 7 years data) and it gives suggestion on
the improvement of the branch's performance. So this study is based on

descriptive and analytical research designs.
3.3 Types and Sources of Data

The main source of data for the purpose of this étudy is the published financial
statement of NEA Kavrepalanchwok for the period of last seven years (2001
to 2007). This study is mainly based on the primary as well as secondary
data Such primary data are generated from the branch’s different department
i.e. distribution center chief, account officer, accountant, store keeper, ledger

keeper and other staffs of the branch. The study is not only about the branch



here comparison between entire NEA’s performance and Kavrepalanchwok
distribution centers performance has been made. So data are also taken from
several other sources like government report, bulletin and other published
statements of NEA, its magazines and studies made on this subject.

3.4 Data collection Procedure

There are several methods of data collection and they generally fall into
primary and secondary. According to selltiz, wrightsman and cook as quoted
by Ritchie (1989), the purpose of the various data coliection technigques is to
produce truth worthily evidence that is relevant to the research question being

asked.

For the purpose of this study, following methods are used:

a) Primary data: Primary data is that data which is generally collected by
the investigator or researcher directly by himself/herself. Descriptive
analysis is made with the help of primary data. Primary data are
collected by gquestionnaire and meeting with concern people. To get
reliable information discussion was also conducted with staff of Nepal

Electricity Authority and other related parties

b) Secondary data: Secondary data is the data, which is already
collected and used from someone. Secondary data are the data that
have been gathered not for the immediate study but for some other
purpose Secondary data can be obtained from either private or public
sources. It is collected indirectly. The advantages of secondary data
are low in cost and do not require much time to collect. However it has
disadvantages such as the data may not fit exactly as per requirement
for the research problems as defined in the study.

The secondary data are collected from published accounting
statements of Nepal Electricity Authority, report of National Planning
Commission, Central Bureaus of Statistic and other sources. The
review of theory relating to this study is based on textbooks, official

publication, Journals and previous research studies.
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3.5 Methods of Analysis

The study has used both descriptive as well as inferential techniques of
analysis. Data so obtained have no meaning unless they are arranged and
presented in a systematic way. Further, they need to be verified and simplified
for the purpose of analysis. Moreover, data and information so gathered are to
be checked, edited and tabulated in such ways that provide convenience for

computation and interpretation.

The relevant data have been inserted in meaningful tables. Only the data that
are relevant to the study have been presented in the tabular form in the
understandable way and unnecessary data have been excluded. To achieve
the predetermined objective of the research, certain financial and statistical

fools are used :

[n arder to make an analysis of available data, following methods have been

employed

a Related data from secondary sources are selected, grouped and
tabulated for the purpose of this study.

b. Primary data collected through questionﬁaire are tabulated and
analyzed by using statistical tools as well as financial.

C. Tabulated secondary data are analyzed by using ratio analysis.
With the help of analysis, conclusions were drawn and

recommendations were suggested.

3.6 Analytical Tools Used
3.6.1 Ratio Analysis:

Ratio analysis is a widely used tool of financial analysis. Ratio analysis is
powerful and important tool and technique of financial ahalysis, which helps in
identifying the health of the organization. In other words ratio analysis helps
the analyzer make qualitative judgment on the firm's financial position as well
as performance Ratio analysis is a powerful tool for financial analysis. " Ratio
refers to the numerical or qualitative relationship between two variables. A

ratio is calculated by dividing one item of the relationship with other". The
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primary purpose of ratio is to point out areas’ of further investigation. Ratio
analysis uses a major tool in interpretation and evaluation of financial
statement

Ratio analysis stands for the process of determining and presenting the
relationship of items and groups of items in the financial statement. According
to Van Horne "to evaluate the financial condition and performance of a firm,
the financial analysis needs certain yardsticks. The yardstick frequency used
is a ratio or index relating to pieces of financial data to each other.". Ratio is a
powerful and important tool and technique of financial analysis, which helps in
identifying the financial health of the organization. In other word, ratio helps to
find out the firm's financial position as well as performance.

Ratio may be classified in number of ways keeping in the view the particular
purpose There are different about classification of ratio analysis. According to
Van Horne "different types of ratios are used in day to day. Generally, four
types of ratios namely liquidity, leverage, turnover, and profitability ratios are

used in analysis of financial position of a company™. 2

A. Liguidity ratios:

Liguidity ratios are used to judge firm's ability to meet short-term obligations at
its maturity. Liquidity ratio involves the relationship between current assets
and current liabilities. Two ratios are mainly used to measure the liquidity

perditions.

i. Current Ratio

ih. Quick Ratio / Acid Test Ratio
1l
I. Current Ratio:

Current ratio is the proportion of current asset to current liabilities, which is

computed by dividing current assets by current liabilities.

Currént Assets

Current Ratio = —
Current Liabilities

Current assets constitute cash and those assets, which can be converted into

cash within a year such as marketable securities, account receivable,
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inventories and prepaid expenses. All the obligations maturing within one year
are invalved in current liabilities. Higher the current ratio, greater is the
probability of timely and full payment of current liability, law ratio indicates that
the firm may not be abie to pay its current obligations in time.

Il. Quick Ratio:
Quick ratio is the proportion of quick assets to current liabilities, which are
more accurate measure of liquidity than the current ratio quick asset may be

defined as current assets minus inventory and it is calculated as under.

. , Current Assets - {Inventory + Prepaid Expenses
Quick Ratio = ( y + Prepaid Expenses)

Current Liabilities

Investor takes more time to convert cash processing through receivable.
Therefore it is excluded from current assets. Higher ratio indicates that firm
has excessive quick assets and indicates inefficient management. A low
ration is the indictor of difficulties is the timely payment of future bills. Thus the

management must be abte to maintain.

B. Turnover ratio:

Turnover ratio indicates the speed with which assets are being converted or
turned into sales. These ratios are employed to evaluate the efficiency with
which the firm manages and utilizes its assets. Turnover ratio invoives
comparison befween high level of sales and investment of various assets
account. Following four turnover ratios are used in this study.

I Fixed Assets Turnover Ratio.

fi. Total Assets Turnover Ratio.

ii. Inventory Turnover Ratio.

V. Average Collection Period.

i Fixed assets turnover ratio:
Fixed assets turnover ratio measures the efficiency with which the firm is

utilizing its investment in its net not fixed assets. It is calculated as:

Sales

‘ Fixed Assets Turn over Ratio et fited Sosals

)



Net fixed assets are defined as gross fixed minus accumulated depreaciation.
The ratio expresses sales generated rupee of investment in net fixed asset
generates the resulted sales. Generally high fixed assets turnover ratio
indicates efficient utilization of fixed asset while inefficiency in utilization in

shown by low turnover ratio.

ii. Total assets turnover ratio:

Total assets turnover ratio indicates the sales generated per rupee of
investment in the total assets. This ratio is calculated as under.

Sales

Total Assets Turnover Ratio = Total Assets

Total assets constitute the fixed assets as well current. Generally higher
turnover ratio shows efficiency in utilization of firm's scarce resources and vice

versa.

iii. Inventory turnover ratio:
Inventory turnover ratio is defined as sales divided by inventory:

Sales
Inventory Turnover Ratio = fnventory

Inventory turnover ratio shows how rapidiy the inventory is turning into sales.
Generally, high inventory tumover is the indication of good inventory
management. But a relatively relation high inventory turnover means low level

of inventory which may result frequent stock-out and is costly for the firm.

iv. Average collection period:
The average collection period tells the average number of days that
receivables are outstanding, or the average time it takes to convert them into

cash. It s compuled in two steps:

a. Annual sales are divided by 360 (number of days) in a year to find the

average daily sales.



b. Outstanding account receivables is divided by daily credit sales to find
out the number of days sales tied-up in receivable.

Sales

Sales perda - D —
P Y Days in years (360)

Receivable

Average collection period —
Sales per day

Short average collection period shows timely payment by the debtors but it
may suggest an excessive and restrictive credit policy of firm, which may
result decrease in sales volume. Long average collection period indicates
Inefficiency of the firm in the collection of receivables, though it may boost up

the volume of sales

C. Profitability ratios:

Profitability ratio measures the success of the firm in earning a net return on
sales or on investment. These ratios give the decision about how effectively
the firm is being managed. Profitability ratic can be classified into following
majortypes.

l. ‘Net Profit Margin

Il Operating Expenses Ratio

Ml Return on Total Assets

i ‘Net profit margin:

The net profit margin establishes the relationship between net profit and

sales;
Net Profit

Sales
Net profit here is defined as firm's profit after interest and taxes. The ratio

Net Profit Margin =

measures the form's ability to change each rupee of sales into net profit. In

other words if the net profit margin is inadequate the firm will fail to achieve

satisfactory returns on owner's equity.



ii. Operating expenses ratio:

Operating expenses ratio is the yardstick of operating efficiency, which can be

completed by dividing operating expenses by sales.

pperating Expenses

Operating Expenses Ratio =
Sales

Operating expenses constitute administration and selling expenses excluding
interests. The ratios present the relationship between operating expenses and
sale. In general, higher operating ratio tells inefficiency due to higher
operating cost in terms of sales. Lower operating ratio is favorable since it will
generate higher operating income, which will be sufficient to meat interest,

dividend and other expenses of the firm.

iii. Return on total assets:
Return on total assets ratio is the proportion of net income after taxes plus

interest expenses to total assets (total investment).

Net income after tax + interest
Total assets

Return on total assets =

It is the rate of return earned by the firm for all of its investments including the
lenders fund. Higher return on total assets ratio shows higher earning of the
firm in terms of its total assets. Lower ratio indicates unsound financial
position due to level rate of return.

3.6.2 Correlation Co- efficient (r):
The correlation co- efficient is denoted by 'r' and indicates the direction of

relationship between variables. In other words, correlation is the relationship
between (or among) two or more variables (only one variable dependent and
one or more variable (s) independent). Correlation analysis is defined as the
statistical technique which measure the degree of relationship (or association)
between / among the variables. Correlation aﬁalysis does not tell any thing
about cause and effect relationship. There are three types of correlation:
simple, partial and multiple. But our concern is only with simple correlation. A

method of measuring correlation is called ' Pearson's coefficient of

32



correlation’. The correlation co- efficient can be calculated by using the
following formula under Karl Pearson's method.

r= NZXY - IX LY

N EXE (EX) 2" AN ZYF = (EY)°

Where,
N = number of observations.

X and Y are variables,

The value of correlation coefficient ranges from —1 to +1.

Ifr =0, there is no relationship the variables.

Ifr = 1 correlation is perfectly positive.

If r = -1 correlation is perfectly negative.

Closer the value of r +1 to —1, the higher the relationship between the

variables and vice versa.

3.6.3 Regression analysis:

Regression analysis provides certain insights into how to plan the data. It

establishes the functional relationship between the variables of ones interest.
Y = a + bx is the purposed relationship. Then utilizing, principal of least

square, minimize the sum of the squares of errors, error is the different

between observed value and estimated value. The estimates of 'a’ and 'b' are,

And

B T (2)

Then the fitted regression model
Y =3a+ bx

Where,

X=the cause (or independent) variables,

Y= the effect (Or depended) variables,



a= the Y- intercept (the value of Y when X=0) and
b= the regression coefficient of Y on X (the rates of changes of Y with respect
to)

3.6.4 Average:

Average is the sum of all the observations divided by the number of
observations. Average is a single value within the range of the data that is
used to represent all of the values in liie series. Since an average is some
where within the range of the data, it is sometimes called a measure of central
value? Average is calculated by the dividing the sum of the observations with
number of observations. The huge and unwieldy masses of data are
confusing and difficult to remember, so we need a unigue value representing
them. The averages are the measures which condense a huge mass of data
into single value representing the whole data. Averages are the typical values
which lie between two extreme observation of the entire data and give us the
idea about the concentration of the values in the central part of the

distribution.

3.6.5 Graphs:

Graph helps to show the general trend of the ratios in respect to the time
period a very common way of presenting data for two variables, which have a
relationship, is in a figure or chart of graph that works best when the data is
continuous. A figure is used to show the changes of dependent variable in
relation o the change of independent variables. It is common practice to place
the independent variable along x- axis and dependent variables along y-axis.
For the calculation, the researcher has selected the financial ratios as

dependent variables and the time in years as independent variables.

3.6.6 Questions and interviews:
To analyze the primary data the guestionnaire technigues has been used.
These questicns are asked to those employees who are not direct related to

Kavrepalanchwok branch.



Do you agree NEA has maintained any relevant policy regarding to
receivable collection?

Do you agree that current liabilities are used in the proper way to
maximize the profit of NEA?

Do you agree that total assets are used in the proper way to maximize
the profit of NEA?

Do you agree that long term debt is used in the proper way to
maximize the profit of NEA?

Do you agree that total debt is used in the proper way to maximize the

" profit of NEA?
= Do you agree that capital is used in the proper way to maximize the

profit of NEA?
Do you agree that gross revenues are used in the proper way to

maximize the profit of NEA?

* Do you agree that operating expenses are used in the proper way to

maximize the profit of NEA?

These questions are asked to the employees of the Kavrepalanchwok branch.

Is the work is interested which you are doing?

Is your salary sufficient for you?

How is your job challenging and risky?

Does your manager help in your work?

Do you get any chance to show your ability?

Can use your own judgment in your work?

Are your friends helping your work?

How is the place where you work?

What is the condition of revenue collection of the branch?
Is the sales is in increasing trend?

What is the loss percentage of the branch?

Aren't the operation and maintenance expenses higher than last year?

What is the condition of inventory of the branch?
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3.6.7 Methods of presentation and analysis:

Simpte methods of analysis have been used, data presentation and analysis
has been divided into small sub-topics. Every result has been tabulated and
clear interpretation on it has been inen simultaneously. Detail of calculations
has been presented in appendices at the end of the report. Tables, diagrams
and graphs have been used to make report clear and easily understandable.
Summary, conclusion anjd recommendation have been presented at the last

chaptér of the report.
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CHAPTER -4
PRESENTATION AND ANALYSIS OF DATA

4.1 Introduction

The abjectives of the study have been already highlighted in the first chapter.
In order to accomplish the above objectives, descriptive and analytical
research design has been followed, which are mentioned in the third chapter.
The main objective of this study is to evaluate the condition of sales and
revenue in NEA Kavrepalanchwok. To analyze the behaviour between these
two factors, various presentation and analysis have been done in this chapter.
As mentioned earlier, various financial and statistical tools have been used, in
order to accomplish the targeted objectives.
However the study focused the behaviour of sales and collection of NEA
Kavrepalanchwaok but here is compelled to attach the data of entire NEA. It is
necessary to compare the percentage of sales and collection of NEA
Kavrepalanchwok to entire NEA's collection. So here different statistical and
financial tools are used to show the performance of the branch. Only
behaviour of sales and collection is not sufficient to this report so different
analysis has been made in this report. The tools used for the purpose of
analysis have been discussed detail in the research methodology. Some
financial and statistical tools have been used to evaluate the relationship of
sales and collection. Under the financial tool have included ratio analysis and
under the statistical tools here is included coefficient of correlation the
probable error of the coefficient of correlation regression In the ratio analysis
an altempt is made to evaluate liquidity position, turn over ratio profit position
and other important ratios, which help to evaluate the financial position of
NEA Kavrepalanchwok. To assess the financial performance of NEA the
whole analysis has been divided into the following sections

<+ Ratio Analysis

< Correlation Analysis

%+ Average

< Some Other Analysis Which has Done by the Branch



4.2 Status of revenue and sales

Before presenting the financial ratio and other calculations it is necessary to

shows the status of revenue and sales of the branch during seven year

period. Those data are tabulated as: |

Table - 4.1

Status of revenue and sales

Particulars
| 2002 |
i
182254 .38 | 205143.87 ‘ 226453.83

2001 | 2003

Total
assets |

Total

Sales unit 16892.50 | 17094.61 | 17112.47

Total i
Sales
Amount |

Total
Revenue
Collection |

96824 .58 ‘100826.91 109932.82

96325.49 | 93626.50 | 95228.11

[
|
Debtors | ‘

Up To 591218.63 | 62013.72 | 73210.51

|
Total | |
Power |
Purchased!| 25876.43 | 26049 32
Unit | ! !
Total | '
| Power |
| Purchased | 144131.73 145094.68| 149142 .45

@ Rs. |
5567 | |

[
: |
|Neip“ﬂ“/ 30126.46 | -30546.32 | -34624.90
as5s | |

26776.02

Fiscal Year

2004

248907.61

17208.58

115648.27

98Q077.07

91814.24

27094.32

150915.38

-40083.15 |

2005

i
17138.97

97223.56

100253.87

26996.49

1560370.43

-49487.13

(Rs in 000)

! 2006

272405.24 ‘ 304521.09

|1831&83

115576.84 | 121953.36

105256.20

| 2007

|30878101

18732.92

129932.72

110697.97

115009.68

| 2725978

| 151836.99

-67304.90
|

Sowrce: NEA Kaveepalancinvok Balance Sheet and Income Statement
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Diagram: Relation ship between sales with coflection and power
purchased with sales:

[ Power Purchinsed
‘ Losg Annlysis

Clebtors Analysis: |

1 Revinie Collegtion ‘

4.3 Ratio Analysis

The important financial tool for analysis of financial positilon is ratio analysis. It
is defined as the systematic use of ratio to interpret the financial statements
so that the strengths and weaknesses of a firm as well as its historical
performance and current financial condition can be determined. In the base of
this study financial ratios can be classified into -

4.3.1 Turnover ratio / Activity ratio:

Funds of creditors and owners are in\}ested tn various assets to generate
sales and profits. The better the managasment o:f assets, the larger the amount
of sale. Activity ratios are employed to evaluate the efficiency with which the
firm manages and utilizes its assets. These ratios are also called turnover
ratios because they indicate the speed with which assets are being converted

or turned over into sales. S0 it involves a relationship between sales and
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assets generally reflect that assets are managed well. Several activity ratios
can be calculated to judge the effectiveness of assets utilization

4.3.1.1 Total assets turnover ratio:

According to the table shown the gross operating revenue of the branch has
increased in each year. The investment on assets had increased in each year
as compared with the revenue generating ability. Total assets are the sum of
fixed and current assets of the firm fixed assets have direct effect in the
generation of sales. But there are also other assefs that contribute to the
production and sales activities of the firm. Thgrefore firm must manage its
total assets efficiently and should generate haximum sales through their
proper utilization

The ftotal assets turnover ratio of Kavrepalanchwok branch has been
computed by taking seven years data of net sales from the sale of electricity
services.

Total assets turnover ratio = ~Sales

Total Assets

Table — 4.2
Total Assets Turnover Ratio

(Rs in 000)

| Fiscal Year | Sales Total assets Ratio
2001 _. 06824 58322 182254 3842 0.531260653
5 2002 i 100826.9074 205143.8696 0.491493641
2003 | 109932.8152 226453.8311 0.485453546
2004 115648.2718 248907.6102 0.464623286
2005 115576.8362 272405.2373 0.424282724
2006 121953 3621 304521.0924 0.400475912
2007 129932.7184 308?87_.-[_)124 - 0.420784273

Sowrce: NivA Kaveepalanehwok Balance Sheet and Income Statement
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According to the above table, the net sale of‘ihe NEA has increased every
year. The investment on assets has highly increased in each year. As
compared with the revenue generating ability, investment on assets has
highly increased during the year.

The total assets turnover ratio showed the branch's ability of generating
revenue from all the financial resources committed to the NEA
Kavrepalanchwok The total assets turnover ratio indicated the sales
generated per rupees of investment in total assets. In the years 2001 NEA
Kavrepalanchwok has earned Rs. 0.531sales only for rupees of investment in
its total assets. Like wise NEA Kavrepalanchwok has earned only Rs. 0.491
sales for its one rupee investment in the assets in 2002. An average the
branch has been able to produce only Rs. 0.420 sales for one rupee
investment in its total assets during the seventh year. This reflected the good
status in comparison with total assets. The ratio showed that branch was
effective in the utilization of its assets. The ratio was in an increasing trend.
But it has not reached a satisfactory level. The sales volume however seemed
to be growing each year in.comparison to total assets the result shows the
good condition. During the year 2001 to 2007 the ratic of sales is increasing
than total assets because the branch is not able to distribute its line (Assets)
to remote place because of the poor political condition of the country.,
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However the ratio shows the good condition but it will be very poor condition if
we compare the sales to received unit of electricity.

This position clearly indicates that the branch has properly utilized its assets.
To genérate sales revenue but there are many old out dated assets, which
were not in auditor's position to provide desirable yield.

However here is unplanned investment in the assets of NEA, without making
proper analyses of cost and benefits. Attention-did not seem to be paid in the
revenue generation aspects of assets and their effective utilization as well as
the costs of investments. The low volume of sales in comparison to the
investment made was the reascn for this situation and at last it may be said
that the management of NEA is either not able to utilize the assets properly or
assets were purchased without considering the ability to generate revenue.

4.3.1.2 Debtors turnover ratio:

Debtors' turnover is found out by dividing credit sales by debtors. One of the
major challenges with NEA at present is the problem of receivable
management. It was due to mismatch of collection and its turnover. So to see
the behaviour between receivable and net revenue from sales the receivable
turnover ratio is computed. In the following table the debtor's turnover ratio is
shown:

Debtors' turnover can be caiculated by dividing total sales by the year end

balance of debtors.

Debtors turnover ratio = Sales
 Debtors
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Fiscal Year

2001

2002
2003
2004
2005
2006
2007

Table—4.3
Debtors Turnover Ratio

Sales

96824.58322

100826.9074
109932.8152
115648.2718
115576.8362

121953.3621
129932.7184

i Debtors
51218.63

62013.72

| 73210.51
| 91814.24
| 100253.87

115009.68
122526.84

(Rs in 000)
Ratio

1.890417141

1.625880687
1.501598898 ;
1259589652 |
1.15284165

1.060374787
1.060442934

Source: NEA Kavrepalanchwok Balance Sheet and Income Statement
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The analysis of debtors' turnover ratio supplements the information regarding

the liquidity of one item of current assets of the firm. The ratio measures how

rapidly debts are collected. A high ratio is indicates of sharter time lag

between credit sales and cash collection. A low ratio shows that debts are not

being collected rapidly.
in the table 3, it may be observed that the debtor's turnover ratio has
decreased in year 2001 to 2005. And in 2006 or in 2007 DTR is little bit more



than in the past year. In this report we can see that beginning is very attractive
as the time past DTR is becomes less than the previous years. There is only
one reason by which DTR is decreasing rapidly: By the loose management,
tules and regulations of the branch and poor political condition of the country
the branch is unahle to collect its revenue so the debtors is increasing highly.
As we can see debtors’ turnover ratio of NEA Kavrepalanchwok in Fiscal year
2001 is 1.89 the sales and the debtors are increasing quickly in comparison of
sales debtors is increasing rapidly so ratio has become 1.62, 1.50, 1.25, 1.15,
1.06 and 1.06 in the year 2002, 2003, 20'04, 2005, 2006 and 2007
respectively. |t shows that in fiscal year 2001 debtors’ turnover ratio is high
which indicates that shorter time lag to collect credit sales and cash collection.
In fiscal year 2006 DTR is very low which indicates that longer time lag to
collect credit sales and cash collection. In the year 2007 DTR is in improving
condition because the ratio is high than the past year.

The branch has accepted that it is important to collect receivable timely. Some
collection measures have been taken such as mobile team, 3 % discount
system to those customers who pay bills during 7 days of meter reading, extra
charge after the due payment date etc.

NEA Kavrepalanchwok Branch is small branch it has limited authority,
resources and right it cannot mobilized its limited resources to entire district.
So NEA Kawviepalanchwok as well as central management should take it
seriously in the collection of revenue. The NEA should improve the behavior
and culture of the staff and it should be client oriented. On the other hand
initiatives and correction actions should be taken in revenue collection from
different sectors. Especially dues from government agencies and institutions
streets lights which seemed to be the greatest defaulter should be given
priority for collection Finally it can be said that there is not any clear policy for
debtors ar teceivable management in NEA.

4.3.1.3 Average collection period (ACP):

The average number of days which debtors remain outstanding is called

average collection period. It can be computed as follows.

Average collection period (ACP) = 360
Debtor's Turnaover
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Table — 4.4
Average Collection Period (ACP)

(Rs in 000)
ACP

F\}Z‘;f' Debtors Sales DTR si?;ﬁ%f’e% 360 / DTR
2001 | 51218.63 | 0682458 | 1.890417141 | 1904341598 | 190.4341508
2002 | 6201372 | 100826.91 | 1.625880667 | 201.4184613 | 221.4184613
2003 | 7321051 | 109932.82 |1.501598898 | 239.7444487 | 239.7444487

| 2004 | 9181424 | 11564827 | 1259589652 | 2858073655 | 2858073655
2006 | 100253.87 | 115576.84 | 115284165 | 3120718544 | 312.2718544
2006 | 115009.68 121953.36 | 1.060374787 | 339.5026028 | 339.5026028
2007 | 12252684 12993272 | 1060442934 | 330.4807854 | 330.4807854

Source: NEA Kavrepalanchwok Balance Sheet and Income Statement

SalesiDebtors

140000 00 |
120000.00 :.'.;'
100000 00 |-
8000000 |
50000,00 h !

40000 00

2000000 | 325

Q.00

Fiscal Year

‘ -»-- Sokles |

—a-— Dablors

‘ ACPH
|

Average collection period {(ACP) provides the‘ﬂinformation on the liquidity of
the receivable. Shorter the period of collection, higher in the debtor's turnover

ratio. Higher duration of collection period is tying the wealth of business in the
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form of debtors. To see the rellationship between receivable and net revenue
from sales the receivable turnover ratio and average collection period were
computed. In the following table the debtor's turnover ratio -and average
colection period are shown. While calculating the average collection period it
indicates inefficiency of the firm in collection of receivable. ACP is going in
increasing trend M indicates that the firm is failure to collects its debtors
Comparing the seven years ACP is the good in the year 2001 which 1s 190
days this shoWs that branch is able to decrease the time of debt collection. It
Is seen that the receivable is in an increasing trend over the seven years
study period It increased from Rs 51218630.00 to Rs. 122526840.00 from
the year 2001 to 2007. The revenue from sale of electricity was also on our
increasing trend and it increased from Rs. 96824580.00 to Rs. 129932720.00
from the year 2001 to 2007. The collection period for the year 2001 is 190
days and it reached the peak days It has increased 339 in the year 2007
during the 7 year period it is in increasing trend it shows the bad performance
of the branch. The collection period for in the table may be observed that the
debtor's turnover ratio is decreasing in the year 2001 to 2006. On the other
hand average collection period is increasing but in the year 2007 it decreased
.02 while DTR increased by .00007 it meant there is negative relationship
between average collection period and receivable turnover ratio. On the basis
of this it may be concluded that lower the collection period means the
company gets recovered its cost qlﬁickly and so the turnover ratio will be high.
It reveals that such low turn over of receivable or longer receivable collection
period has greatly blocked the amount required for the working capital The
amount of revenue from sales has increased higher than the increase in
amount of receivable.

We can see in the table when DTR is decreasing ACP is increasing. So the
better performance of the branch is less ACP, higher DTR. In the case of NEA
Kavrepalanchwok branch the main cause of maximum receivable is large
amount dues from street light about Rs. 6,50,00000 00 is due from street light
which should be paid by the government, the branch is unable to recover that
types of dues amount because of the loose management However it is also
the responsibility of the branch to collect its revenue by using different

technique.



4.3.2 Profitability ratio:

A Company should earn profits to survive and over a long period of time
profits are essential, but it would be wrong to assume that every action
initiated by management of a company should be aimed at maximizing profits,
irespective of social consequences. It is unfortunate that the word ‘profit’ is
looked upon as a term of abuse since some firms always want to maximize
profits at the cost of employees, customers and society. Except such
infrequent cases, it is a fact that sufficient profits must be earned to sustain
the operation of the business to be able to obtain funds from investors for
expansion and growth and to contribute towards the social overheads for the

welfare of the society

Profit is different between revenues and expenses over a period of time. Profit
1s the ultimate 'output’ of a company, and it will have no future if it fails to
make sufficient profits. Therefore, the financial manager should continuously
evaluate the efficlency of the company in terms of prafits. The profitability
ratios are calculated to measure the operating efficiency of the company,
creditors and owners are also interested in' the profitability of the firm.
Creditors want to get interest and repayment of principal regularly. Profit
position of NEA Kavrepalanchwok can be found by applying the profitability
ratios. Profitability ratio indicate the corporations overall efficiency of
operations. It is true that higher the profitability ratios better the financial

position and vice versa.

4.3.2.1 Net profit ratio:

It shows the relationship between net profit and sales. In the following table,
seven years data of net profit and revenue from sales of electricity services
have been presented to calculate the net profit to sales ratio.

Net profit ratio = Net profit (Iosé)
Sales
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Table - 4.5

Source: NEA Kavrepalanchwok Balance Sheet and Income Statement

150000 00

| 1000C0 00 |

0.00
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[ -100000.00

50000 00 |

Fiscol Year

| —m— Sales

Net Profit Ratio
(Rs in 000)
Fiscal Year Net Profit / Loss Sales Ratio

2001 | -30126.46 96824.58 -0.311144731
2002 30546.32 100826.91 -0.302958057
2003 | -34624.90 109932.82 -0.314964162
2004 -40083.15 115648.27 -0.346595307

. 2005 e -_49487.13 115576.84 0.428175184
IR 2006_ | 67304.90 12195336 -0.551890482
2007 | -85756.89 129932.72 -0.660009982

—e—Nel Proiilfiloss |

[

| Ratio

Sales constitute the fundamental dynamic force in a business enterprise
without sufficient sales of goods and services business may not be

successful,
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The ratio of net profit to sales shows the profitability of corporations indicating
that the only increase in sales does not means anythintj unless it commands
profit. From this ratio it can also be acquired the information of the total

expenses incurred during certain period of time,, .

According to the table the branch has been suffering from heaving losses
during the seven year period. It is in the increasing trend the negative ratio
has been increased from -0.3111 in the year 2001 to -0.6600 in the year
2007. In the year 2001 the ratio is -0.3111 it shows the better performance
because of the less negative profitability ratio. The negative ratio decreased to
-0.3029 in the year 2002 it is the best profit ratio in the seven year period but it
reached to -0.4281 in 2005 and in 2007 it goes to -0.6600. It shows that in the
beginning five years the trend of increasing is less but in the last vear it
reached to -0.6600. Loss has been increased very highly in the last year, we
have already discussed that because of the poor politicai condition of the
country the branch is unable to collects it revenue. So the income of the
branch is moving very stowly however sales and revenue collection is also in
the increasing trend but in comparison with profit the increasing trend of sales
is very slow. The main cause of the loss is maximum receivable. An expense
of the branch (Capital or Maintenance) is not so high so we can't say that the
reason behind the loss was heavy operating expe'nses. The branch received
electricity from sub-stations (Transmission) and sold to the consumer. The
difference between the received unit of electricity and  consume unit of the
electricity is loss. In the way there are two types of loss technical loss and non
technical loss both types of losses harms profit of the branch. In the fiscal
year 2001 and 2002 entire NEA goes through the profit but the
Kavrepalanchwok branch is suffering from loss. Some other factor is also
involved in the loss of the branch. The reason behind the loss was
depreciation and doubtful debts are also become instruments to cut off profit
margin.

4.3.3 Sales to power purchased ratio

When we calculate sales amount to different ratios, | think it is important to
show the relationship between Sales to Power Purchased. Here power means

that electricity which branch took from transmission sector. We have already
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known that transmission get power from generation and supply to distribution
sector. NEA Kavrepalanchwok is a small branch of a distribution sector. It
gets power from fransmission sector and sold it to the consumer. The
variation between these two factors is profit / ic;ss. The ratio between sales

and power received has shown in the table below.

Ratio = Sales Amount
Power Purchased Amount

v

Table - 4.6
Sales to power purchased ratio
(Rs in 000)

| Fiscal Year ?aies | Povgr:sursc-:i;?sed |I Ratio |
| 2001 | 96824.58 l 14413173 | 0.671778393 |
Il 2002 | 100826.91 ' 145094.68 ‘ 0.694904212
i 2003 | 109932.82 14!91:42.45 || 0.737099414
.. 2004 | 115648.27 ||. 1509']5.38 i 0.76631201 |
.; 2005 115576.84 || 150370.43 : 0.76861411 l'

2006 121953.36 1518'36.99 |I 0.803186132 |

2007 129932.72 | 165134.58 0.786829265

Source: NEA Kavrepalanchwok Balance Sheet and Income Statement
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4.3.4. Relationship between sales and revenue collection:

We know that NEA is service oriented organization; however it has its own
problems in the field of distribution. In other hand earning profit is also its aim.
It is true that the organization is not able t6 run its business successfully. So
the huge amount of loss is increasing continuously.

The primary objective of NEA is to generate, transmit and distribute adequate,
reliable and affordable power by planning, constructing, operating and
maintaining all generation, transmission and distribution facilities in Nepal's
power system both interconnected and isolated.

It is necessary to describe the functions of NEA because the diagram shows
the view / image of NEA very clearly. We knew that NEA has main three
sectors among three sectors distribution is the most important sector of NEA
or it is the back bone of NEA. Different operations which are done by NEA
those operations are ended at distribution sector. In results NEA get its
revenue collection by distribution sector. The revenue which NEA gets from
distribution sector is the main income source -0f NEA. So these two factors

sales and collections play vital role in NEA.
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Here we are going to discuss the relationship between these two factors.
To Show the clear view it is necessary to show that what portion of sales and
collection have taken the branch to entire NEA’s sales and collection.

4.3.5 Collection to sales ratio of the branch:
Revenue from sale of electricity is recognized at the time of raising of bills on
the consumers. The revénue collection is the collected amount to NEA's

counter which is collected by the consumers of NEA.

Return on sales presents relationship between sales and collection of the
branch. This shows the percentage of collection on sales. The profitability of
the branch is also measured by the relation of sales to' collection. An
organization makes a huge amount of sales with the expectation that the
sales will yield a reasonable amount of profit. The following table shows the

return on sales of NEA Kavrepatanchwok over the period of seven years.

Collection % to Sales = Revenue Collection
Sales
Table - 4.7
Collection to sales ratio of branch
(Rs in 000)
: | Revenue | : ‘
Fiscal Year | Collection Sales Ratio
| 2001 96325.49 98824.58 0.994845429 ‘
2002 0362650 | 10082691 | 0928586444 |
2003 95228.11 109932.82 | 0.866239167 |
2004 98077.07 ' 115648.27 0.848063397 |
| | t : = |
2005 0722356 |  115576.84 0.841202834
2006 _ 105256.20 121953 .36 0.863085654 '
2007 110697 .97 | 129932.72 0.851963751

i 1
Source, Nl Kavrepalanelwok Balance Sheet and Income Statement
L]
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Here % of collection on sales denotes the feed back of sales. As a result the
ratio has become highest in the year 2001 which is 99 %. It shows the better
performance of the’branch. The return on sales, which was not much
unsatisfactory during the year 2002 which comes 92%. Later the ratio is
declining. In the year 2005 it shows the poores‘i' performance of the branch in
the seven year study. However it is not so bad % of collection to sales, but in
comparison to other fiscal year it the poorest one. Only 84% collection has
been made in the year 2005. Little improvement is shown in the year 2006 by
increasing 2 % than previous year. In the last year it again falls by 1 %. The
‘report shows that, in the seven year period 15 % collection has beeh fall in the
comparison {o sales.

In conclusion the ratio of collection to sales is poor which threatens the
survival of NEA Kavrepalanchwok The overall ratio analysis thus indicates
relatively poor performance of the branch. Ratio during the ‘years has
decreasing that means the branch is in big trguble in the mobilization of its

resources.
4.3.6 Ratio of branch’s sales to total sales pf NEA:

The main key of profit is sales this is very important factor of any business.

NEA is service oriented organization but it has alsc an aim to gain maximum
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profit by minimum risk. An organization must earn sufficient amount of profit to
survive and sustain in the future from its operation. Without it no firm/
organization can exist and the future of the company will be jeopardized
therefore, profit is the ultimate outcome of company. So to survive itself NEA
is expanding is area day by day. Here Kavrepalanchwok branch has small
contribution to total NEA's sales.

Ratio of branch’s sales to entire NEA's sales shows the contribution of the
Kavrepalanchwok branch. In the following table, seven years data of sales of

electricity of NEA's as well as branch'’s have been presented.

Ratio = Branch's Sales
Total Sales
Table — 4.8
Ratio of branch's sales to total sales of NEA
{Rs. in 000)
: Kavrepalanchwok | Entire NEA's ‘ :
Fiscal Year Branch's Sales Sales . Ratio

2001 i 96824.58 5396800.00 ‘ 0.01794111

2002 100826.91 5466410.00 | 0.018444812

2003 109932.82 8160800.00 | 0.013470838

2004 | 115648.27 9476200.00 ‘ 0.012204077
— | .
2005 115576.84 | 11012600.00 | 0.010494964 :
4 £ H I
2006 121953.36 11814600.00 || 0.010322259 |
{ | i |

2007 129932 72 | 1262360000 | 0010292842

Soarce. NEA Kavrepalanelnvok Balance Sheet and Income Siatemment and Tncome
Statenent of NIA
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According to the above table, NEA Ka\}repalaqchwok branch is a very small
branch because only 1.4 % (approximately) cﬁ‘l sales has taken part in total
sales. However NEA Kavrepalanchwok. has a large distribution area in
comparison to other branch of Katmandu valley. But there are not so many
industries, hotels and other business. Sc the consumption of electricity is
limited in only domestic use. That's why % of sales become very less. The
above report shows that, in the F/Y 2002 the branch’s sales reached to the
peak it is 1.84%. In the F/Y 2007 it comes to the layer which is 1.02% this is
the worst performance among 7 years. Total sales of NEA is increasing
rapidiy, in comparison to total sales, sales of the branch is increasing very
smoothly after the F/Y =2003. This is 1.34, 1.22, 1.04, 1.03 and 1.02. The
report shows the F/Y 2005 is very poorest because the ratios fall down in a
great difference than previous year. There aré many reasons behind these
falls of sales in the branch. Different types of losses took part in this type of
falls, Kavrepalanchwok district is full of many rural areas, so the branch is
suffering by different types of problems. All organizations have their own
problems but they have to face those problems to run the business in the

competitive world.
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4.3.7 Ratio of branch’s revenue collection to total revenue coilection of
NEA:
The % of Branch's revenue on total revenue presents behaviour between total
revenue and branch’s revenue. This ‘shows the contribution of branch's
revenue on total revenue. The profitability of an organization is also measured
by above relation. NEA has makes a lot of investment on its assets with the
expectation that the investment on such assets will yield a reasonable amount
of profits as revenue collection. The following F,able shows the return on total

assets of NEA aver the period of seven years.

Ratio Branch's Collection

Total Collection

Table — 4.9
Ratio of branch’s revenue collection to total revenue collection of NEA:
(Rs. in 000)
. Revenue Collection | Total Revenue | .
Fiscal Year Of The Branch | coltection I Ratio
2001 96325.490 ‘ 5496821.000 i 0.017523854
2002 93626.500 I 7025158.000 || 0.013327316
2003 85228.110 |: 8377832.000 | 0.011366677 '
2004 98077.070 | 9687645.000 | 0.010123933
2005 97223.560 | 11237491.000 0.008651714
2006 105256.200 12055235.000 0.008731161
2007 110697.970 12968436.000 0.008535954

|
Sowrce: NIlA Kavrepalanchwok Balance Sheet and Income Statement and Income
Stutement of NEA
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Every organization starts its business in expectation that it will earn maximum
profit by minimum level of risk. Some produced goods and some provide its
services. In both case the main aim is to earn maximum profit by minimum
level of risk. NEA is service oriented organization, having an aim to earn
maximum profits. It provide its services to its consumer's although it has an
_aim to earn profit but now a days it is suffering by heavy loss. We have
already known that the main resourcé’s of NEA fo run its operations is
revenue collection. Total revenue collection of NEA gathered by different
branches which it gets from only distribution sector. Here Kavrepalanchwok
branch is also a small distribution center however its area is very large but
there are so many rural areas. So the consumption of power is limited only in
the domestic use. The above table shows that the Kavrepalanchwok branch is
very small branch in case of distribution of power because in the Fiscal Year
2006 only 0.85% has been made by the branch or it is the worst performance
in the seven year period. In F/Y 2001 the collection % is 1.75 but in 2007 it
‘comes to 0.85%. It shows the heavy difference in collection % in 7 years. In
comparison to totai collection of 2001 0.90% collections has been reduced in

the year 2007 By the above table F/Y 2001 was the golden year of collection
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because the collection % in the peak it is 1.75%. Later it becomes fall down.
The total collection is climbing up very fast we can see it in the graph. Having
least % of collection it is difficult to see branch’s collection in the graph.
However the collection of the branch is also in the increasing trend but in
comparison to total collection it is very unsatisfactory. By the table in the F/Y
2001 it is 1.75% after then it comes 1.33%, 1.13%. 1.01% .086%, .087% and
085%. It shows the little bit improverment in the year 2006 which increased by
.001%. If the conditions of the branch not imprcivi/ed it will be difficult to survive
- it. There is not any competitor of NEA because of the farge distribution,
generation and transmission area. If any competitor is seen in the market of
hydro electricity no one can save NEA. But it can save itself by improving its

management efficiency, human resource, assets e.t.c.

4.4 Correlation Analysis

The correlation co- efficient is denoted by 't and indicates the direction of
relationship between variables. In other words. carrelation is the relationship
between (or among) two or more variables. In:correlation analysis, only one
variable is treated as dependent and one or more variables are treated as
independent.  Correlation analysis is defined as the statistical technigue
which measure the degree of refationship {or association). between / among
the variables. Correlation analysis does not tell any thing about cause and
effect relationship. It refers the closeness of the relationship between two or
more variables. Two or more variables are said to be correlated if change in
the value of one variable appears to be related or finked with the change in

the other variables

There are three types of correlation: simple, partial and multiple. But our
concern is only the simple correlation A method of measuring correlation is

called ' Karl Pearson's coefficient of correlation’

Here formula for cafcutation the Correlation Coefficient is given below:-
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rXY = Correlation coefficient between X and Y.

rXY = NIXY - X 5Y
VN ZX2- (£X) 2 X VN £Y2 - (2Y) 2

rXZ = Correlation coefficient between X and Z.

IXZ = NoXZ -IX 37
YN IX2- (£X) 2 x YN 122 - (22) 2
These are the formuia to calculation the correlation coefficient. The three

models show the relationship between each variable with other. Either they

are correlated or not or either they have positive relationship or negative.

In this analysis, the correlation coefficients between following variables are

calculated and analyze the relationship between revenue sales and collection.

» Sales, Revenue Collection and Debtors of the Branch

L)

» Sales of the Branch and Total Sales

< .Revenue Collection of the Branch and Total Collection

4.4.1 Sales, revenue collection and debtors of the branch:

Revenue collection is a main source NEA. It is a collected amount from the
consumers. Those revenue collections are collfacted on the basis of sales. If
the sale of the company is high the revenue collection will also be high. The
variance between the revenue collection and sales is debtors. It is calculated
by subtracting the collection amount on total sales amount. The relationship
between debtors, collections and sales has been analyzed by using the Karl
Pearson's correlation coefficient formula. In order to find out the relationship
between these variables, the correlation coefficient has been caiculated. From
the calculation, it is attempted to measure where increase in sales effects
revenue coilection or not. Or increase in sales effects debtors or not. The
calculated correlation coefficient and the respective probable error have been

shown in the following table
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Where,

r = correfation coefficient between two variables x and y. and X

Z

X = Sales

y = Revenue Collection

Z = Debtaors

N = Number of observations

and

Table - 4.10

Sales, revenue collection and debtors of the branch

No.

Fiscal Year

2001

2002

2003

2004

2005

2006

2007

(Rs. in 000)
| Revenue '
Sales (X) | Collection ( Y Debtors(Z)‘
. ) ! .
06824.58 | 96325.49 51218.63 |
|
ra B |
100826.91 93626.50 62013.72
109932.82 | 9522811 73210.51
115648.27 | 98077.07 91814.24
115576.84 | 97223.56 i| 100253.87

1219563.36 | 106256.20 ‘ 115009.68

|
12693272 |

The Correlation results of Table —X

' Sales and Coilection { :
! XY}
Sales and Debtors ( |

XZ)

Correlation

Coefficient

0.8594

0.9802

60

0.06861

0.00998

. 110697.97 r 122526.84
| :

I
Frobable Error |



The Karl Peaison's correlation coefficient between sales and revenue
coflection of NEA Kavrepalanchwok is 0.8594 and probable error is 0.06861.
This figures shows that there is high degree of positive correlation between
these variables. The value of probable error clarifies that the relationship
between sales and revenue collection of NEA Kavrepalanchwok is significant
because the correlation coefficient is more than six times the probable error.
It explains that collection is increasing in the same manner as a sale is
increasing. )

On the other side, the Karl Pearson's correlation coefficient between sales
and debtors of NEA Kavrepalanchwok is 0.9802 and probable error is
0.00998. This figures shows that there is high degree of positive correlation
between these variables. The value of probable error clarifies that the
relationship between sales and debtors of NEA Kavrepalanchwok is
significant because the correlation coefficient is more than six times the
probable error The increasing trend of the sales and debtors is in the same

way. It explains the positive relationship between sales and debtars.

4.4.2 Sales of the branch and total sales of NEA:

The relationship between sales and total sales of NEA has been analyzed by
using the Karl Pearson's correlation coefficient formula. In order to find out the
relationship between these variables, the correlation coefficient has been
calculated From the calculation, it is attempted to measure where increase in
total sales affects the branch’s sales or not. Sales amount of the branch is a
small part of the total sales. It is true that there is a positive relationship
between the total sales and the branch’s sales but at what ratio? Here is the
calculated correiation coefficient and the respective probable error has been
shown in (he following table to show the amount of the refationship between

these two factors,

Where,
r = correlalion coefficient between two variables x and v.

X = Total Sales of NEA
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y = Branch’s Sales

N = Number of observations

Nao. Fiscal Year
l—_gi j 2001

1 o

3 2003

4 2004

9 2005

6 2006

7 | 2007

Table - 4.11
Sales of the branch and total sales of NEA

Entire Nea s Sales

5396.80

5466.41

8160.80

9476.20

11012.60

11814.60

12623.60

The Correlation results of Table ~XI|

' Total Sales and Sales of the !

branch { XY )

| Correlation
Coefficiart

I 0.9709
|

|
|

(Rs in million)

Sales of |
Kavrepalanchwok
Branch (Y) |

96.82 |
100.83
109.93
115,65 !
115.58 |
121.95 ‘

129.93

Probable Error (

[
0.01462 |

The Karl Pearson's correlation coefficient between Total sales and
Kavrepalanchwok branch’s sales of NEA is 0.9709 and probable error is
0.01462 This figures shows that there is high degree of positive correlation
between these variables. The value of probable error clarifies that the



relationship between Total sales and branch’s sales of NEA is significant
because the correlation coefficient is more than six times the probable error.
It explains that the branch's sale is increasing in the same manner as a total
sale is increasing. But the ratio of branch’s sales to total sales is not 100% so
we can say there is high degree of positive correlation between total sales
and branch's sales, not perfectly positive correlation.

4.4.3 Revenue collection of the branch and total collection:

Itis true that the sale is major part of the organization. Without any feed back
there is not any importance of sales. The amount which NEA collects from the
consumer is revenue collection. NEA is not able to collect its revenue from
consumers due to the poor management of the organization, and some other
political obstacles. In the total revenue collection of NEA Kavrepalanchwok
branch has also some contribution. Here | am trying to show the relationship
between Total collection and collection by the Kavrepalanchwok branch
Whether there is any relation between total collection and branch’s collection?
It is analyzed by using the Karl Pearson's correlation coefficient formula. In
order to find out the relationship between these vartables, the correlation
coefficient has been calculated. From the calculation, it is attempted to
measure where increase in total collection affects the branch's collection or
not. Itis true that there is a positive relationship between the two factors but at
what ratio? Here is the calculated correlation coefficient and the respective
probable error has been shown in the following table to show the amount of

the relationship between these two factors
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4.5.1 Distribution centers:

in continuation of its reform process, NEA has so far implemented a profit
center strategy in twenty of its distribution branch offices to run them mare
effectively on a semi-autonomous model. In order to regulate the Distribution
Centers by allocating specific mandate, responsibilities and authorities, the
NEA Board has approved the Distribution Cefnter By-laws on February 10,

2003

The main responsibilities of the Distribution Centers are as follows:

+ To adhere to the commercial principles as specified in Nepal Electricity

Authority Act, in the execution of their works.
« To provide prompt services to the consumers in a simplified manner.
« Todevelop a system for result oriented performance.
+ To mobilize the manpower most effectively in  fulfilling
arganizational goals.
+ To provide reliable, safe and quality power supply to the consumers.

So far, NEA has established the following 20 Distribution Centers:

1. Kathmandu Center . Thim| 115. Bharatpur

2. Kathmandu East I‘r. Biratnagar |6. Ratnanagar(Tandi)
3. Kathmandu Waest ;IO. Kavrepalanchwok ||17. Pokhara

. Kathmandu North [11. Janakpur |I8. Butwal

5. Lalitpur 12 Rajbiraj |19. Bhairahwa

. Pulchowk (13. Hetauda li.i.’r." Nepalgun;

7 Bhakiapur 114, Birgunj
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The Distribution Centers are evaluated for each Performance Audit Period
(PAP) on a yearly basis based on following performance indicators:

1. Loss Reduction

2. Average Collection Period

3. Stock Turnover Ratio

4. Capital Works Progress

3. Connection Period

6. Reporting and Data Management

After the approval of distribution center act, Kavrepalanchwok branch has now
become Kavrepalanchwok distribution center. Now the branch has specific
mandate, responsibilities and authorities. Profit center is the synonym of
distribution center, which represents that the branch has its right on the profit
which it gains by its activities. To gain the profit the performance of the branch

should be good.

* Electricity Sales detail

This part of the report says that what is the increasing trend of the consumer?
How much the branch received power from transmission and how much it
sold? By the combination of received and sales of paower it helps to calculate

the % of loss of electricity.

The increasing trend of the consumer is good, due to many rural areas there

are about 10000 consumers increased in the 7 year period.

Loss % Sales Unit

Fower Purchased Unit

Here loss % of the electricity reached to the peak in the year 2003 which is
36.49 % and it comes to the layer in the year 2005 which is 32.80 %.

67



*+ Sales and collection of electricity without street light

The amount of the street light should pay by the government NEA is the semi
government organization. This is a part of the nation, so it is difficult for any
branch to recover its due amount from street light. Therefore while calculating
collection %, debtors, A.C.P, the due amount from street light and sales

amount of street light should minimized.

Collection % = Revenue Collection

Sales — saies to street light

In the above report collection % of the branch is affected by the amount of
street light In 2001 collection % with street light is 99.48 % when sales to
street light is minimized it becomes 104.79 %. So we can guess how the due

affects the performance of the branch.

“ Stock turn over ratio y
The stock turn over ratio of the branch is not so bad which is calculated by

Store Expenditure

Stock Turn Over Ratio = Stock Balance

Here store balance is the balancing figure at the end the fiscal year and store
expenditure is total expenditure of one fiscal year. In the F/Y 2001 S.T.R is
0.856, 0.917 in 2001 and0.830 in F/Y 2007. By the S.T.R F/Y 2002 is best
among 7 year because S.T.R reached at the top which is 0.917 and worst in
2005 which is 0.709.

+ Other analysis

Besides these calculations some other reports should be submitted to show
the performance of the branch such as, Details of new connection, CW.I.P

and Data management
By this report every branch and distribution center are ranked on the basis of

bench mark which is given by the management of NEA.
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This is a last chapter of this study. In this concluding chapter, an attempt has
been made first to make present summary of the study, then conclusion of the
analysis and some recommendations, which 'u'are useful to take corrective
actions from the side of NEA.

Nepal Electricity Authority is a leading and sole corporation in power sector. It
was incorporated on 1* Bhadra 1984 B. S. under the Nepal Electricity
Authority Act 1984. In order to make effective, dependent and economical
production, transmission and distribution of electricity and to manage properly
the electricity supply. The history of NEA is already reflected in the earlier
chapter. The financial position of Nepél electricity Authority as well as
Kavrepalanchwok branch has been analyzed by using various financial and

statistical tools.

The over all performance of NEA Kavrepalanchwok according to the analysis
is seemed to be more satisfactory. The basic pi‘oblem can be found as
following: i

1. The current assets are not been used in the profitable manner; the

excess of the current assets utilization has increased the opportunity

loss.

2. More than 40 % of the debtors are from street light. Which is UN
recoverable? This amount has a bad effect on the performance of a

branch.

3. There is heavy % of loss of electricity by which it minimized the profit of

the branch.

4. The branch is not utilizing the total assets in the productive areas due
to the destruction of political revenge. The big amount of property loss
has been incurred in the past four to five years and it has affected the

profitability of the branch



5. The branch is not success to mobilize its human resource, there are
about 148 employees in the branch but every activities move very slow.

6. The revenue collection is moving very smoothly, people have to pay
Rs. 100.00 for transportation, when they come to pay electricity bill of
amounting Rs. 80.00. So the branch should establish mobile counter.

7. Many consumer ledgers are destroyed in the violence during the year
2000 A.d. This makes very difficult to calculate total debtors of the

branch

8. The expenses incurred in the branch is also shoaoting boom, therefore it
Is not only influencing the profitability but also influencing to different

turnover ratios.

9. However there are many obstacles, problems and difficulties the
branch is trying its best to solve these types of problems and obstacles.

The major findings of this study as related in analysis are summarized

hereunder.

1. Total assets turnover ratio indicates the organizations work efficiency
during the study period. Sales revenue is increased each year. This
shows the branch has used its fixed assets in generation of sales in a
constant proportion. The firm is not efficielnt in generating proper sales
by the total assets. Fixed assets turnover ratio of the branch is 0.45
imes on an average. The ratio is in increasing trend, but not
satisfactory. NEA Kavrepalanchwok branch has lack of efficiency in

utiizing of fixed assets in generating sales.

2. Debtors' turnover ratio of NEA Kavrepalanchwok in fiscal year 2001A.D
is 1.89 and 2002, 2003, 2004, 2005, 2006 and 2007 is 1.62, 1.50, 1.25,
1.15, 1.06, 1.06 respectively. It shows that in fiscal year 2001A.D DTR
is .high which indicates that shorter time lag to collect sales and
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remaining sampled years DTR is lower which shoes that debts are not

being collected rapidly.

. Average collection period of NEA Kavrepalanchwok indicates
inefficiency of the organization in collection of receivable. ACP is in
highly increasing trend, which indicates the firm is failure to collects, its

debtors.

- Net profit margin on sales is found in the range -0.311 to -0.66. In an
average this ratio is -0.48. This indicates that the branch has been

suffering from heaving losses during the seven year period.

. Sales to power purchased ratio of the branch indicate very poor
performance. The ratio is within 0.67 to 0.78 which says that there is
heavy loss in sales of power because the ratio is in the increasing trend

in the seven year period.

. Coliection to Sates Ratio of the Branch is not satisfactory; the ratio
must be in increasing trend to show the goad performance. Here the
ratio lies "between" 0.99 to 0.85 in the seven year period. This says

that the branch is unable to collect its revenue.

. The percentage of sales of branch to total sales of NEA is 0.017 in the
fiscal year 2001 and 0.010 in the year 2007 in comparison to total
sales; the ratio of branch's sales is decreasing. However there is little
improvement in F/Y 2002 but after then the ratio is not satisfactory

- Ratio of Branch's Revenue collection To Total Revenue collection Of
NEA indicates the branch's work inefficiency during the study period.
Collection revenue is decreasing each year in comparison to total
collection  he branch is not efficient in collecting proper revenue

collection.
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its management, resources and other factors to establish itself in the

competitive market.

5. 2 Conclusion

To conclude this study, it may be appropriate to note down the basic issues
and constraints related to this study. Based on the conclusion drown from
findings described above, the more impoffant and basic issues and

constraints are found in the following side.

« Lack of well-planned & management
<+ Weak utilization of resources

*+ Problems by political condition

< Low level of budget

*“* Higher burden of expenses

< Lack of trained man power

< Wide area have to covered

<+ Leakage of Electricity

4 Consumer's hehaviour

5.3 Recommendations

Based on the major findings of the study of performance of Kavrepalanchwok
branch, some suggestions have been recommended in this part. It is hoped
that these recommendations will prove to be useful to management of the

branch.

1. NEA Kavrepalanchwok has a iarge number of customers (about
36000) ranging from domestic, industrial to government and public
undertakings. While serving to such large customer's NEA as well as
the branch requires an efficient system of revenue collections so that
revenues do not remain ties up in bills receivable. The bill receivable is
unproductive and poses implications in the reductions of volume of

profits. The collections system should treat equally to all customers and



Ll

should not be influenced by political pressures. Revenue accounting
should be given adequate importance like expenditure accounting by
budget center chiefs and responsible personnel should be appointed to

handle this section.

Most of the branch of NEA including Kavrepalanchwok branch is
suffering from unhealthy working conditions. | would like to suggest
them to create a healthy working environment and environment of

mutual trust and mutual co-operation.

. It seems that the government directly or indirectly interferes the
settings of strategic plans of NEA. For the improvement on
performance, the interference should be minimized. The board of
directors should be free in setting the strategic as well as formulating

policies.

. NEA Kavrepalanchwok branch has become Kavrepalanchwok
distribution center the central management directly interferes the plans
and rules of the branch. For the improvement on performance of the

branch, the interference should be minimized.

. There should be continuous flow of information among various level of
management and various groups of employee. The goal, objectives,
strategies should be carefully communicated to all staffs and

employees.

. However, numbers of staffs are increasing. All the staffs of the
organization are not well trained which is the main reason for over
staffing Overstaffing creates automatically increase in unnecessary

gperational cost
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Diagram: Decreasing of operational cost.
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-Increasing public
— —_— faith,

‘ Re organization of | -Increase in return

different depariment -Cost decreasing

Over staff should Frofit maximization
lransferred
l |

| Trained Employee and / _'l Highar (_’_‘ Cosl minimization |
1
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The branch should reduce it's over staffing either by providing training

Opportunities to untrained man power or by hiring skilled and well
trained man power from outside. The branch must reorganize its
personnel department and should stop entering of unskilled staffs. It
helps to increase the benefits and incentives to the staffs that wil
increase their efficiency. As a result, it leads to the minimization of the

operating costs and maximization of profits.

. Collection of outstanding bill is serious problem of NEA, therefore,
following efforts has to be made to collect the outstanding bilis as soon
as possible.

Government offices are the main defaulters for increasing the
outstanding bill, therefore government‘should issue circular for all
offices to pay their outstanding bill at a time.

Billing should be made realistic through various collection measures
such as encouragement of lump sum, payment through attractive
discount, use of mabile collection center to the long distance customer,
blacklisting of longer non-paying Customers' immediate action likes

disconnection to customer not paying in time, etc.
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11.

12.

13

Revenue accounting should be given adequate importance and
responsible personal should be assigned to take up the charge of this
section.

Incentives and other facilities should give to those staffs who are
directly engaged in the collection of outstanding bill, black listed
costumer and electricity theft.

Records and data should be up dated of those consumers who didn't
pay the bill for long time. Those records should be managed in book

ledger as well as in computer.

To increase the net profit the branch should be controlled the operating
as well as non-operating expenses. There is in some unnecessary and
wasteful expenses. There is possibility to bring down those
unproductive expenses, if the management and staffs of the branch is

to be more careful in cost factor

It should reduce the loss arose out of leakage outage and theft of

electricity.

The central level should undertake regular inspection and monitoring

visit of budget centers.

Regular training should be arranged to impart the concept and
knowledge of accounting to the accountants as well as to the chiefs

of budget centers.

The ledger keeping should be modern it should be computerized.
The branch is not serious in the case of the debtors the amount of total
debtors is increasing if the branch is not does nol lake any action it will

be very harmful.



14. Operating cost should be reduced it helps to reduced the loss of the
branch,

Based on these recommendations, these guidelines would help in taking

prompt decision in relationship belween sales and revenue collection as well
as the performance aof the NEA Kavrepalanchwok branch,
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Appendix -

(Rs. in 000)
' Revenue
No. | FiscalYear | Sales(X) | Collestion ( D"‘ﬁ‘;’s (L X2 Y2 72 XY XZ
¥)
9 2001 898824 58 5325 40 5121863 9374999209218 9278800023.74 2623348444 24 9326675112 .54 4855222701 .00
|
|
2 2002 100826.91 | 93626.50 | 8201272 | 10166065780.15 | B765824 50225 | 384570129335 | 9440070888 12 6252651623.04
3 ! 2003 | 109932.82 | 95228 114 7321051 | 12085224913.15 | Q06839293417 | 5350778193 17 10468694875.57 | B048237381.50
4 2004 115848.27 | 98077.07 | 9181424 | 1337452235399 | 961511165078 842085542516 | 1134244347217 | 10618158404.99
F :.-:-. ;."_-!-". Py r_L : "
- 5 - ] e e
5 2005 115576.84 | 9722356 | 100253.87 | 1335800594430 | 9452420619.07 10050838321.65 | 11236791838.35 | 11587025418.40
g 2008 12195336 | 105256.20 | 115009.68 | 1487262201529 | 11078887838 44 1322722588645 | 12836347250.83 | 1402581658657
7 2007 12593272 | 110897 67 | 12252684 | 16882511726.60 1225404086212 | 15012825765.62 | 1438328834058 15920245194 .01
2X= o 2= 2X2= Y= 222= XY= IXZ=
790685.50 | 596434.90 | 518047.49 | 9011395202574 | 59517354839 58 | 58549573329.66 | 78034311379.16 | 71411357400.50

I'xy = Correlation coefficient between X & Y.

Mxy =

O N2XY - 32X XY

YN ZX2- (£X) 2 x VN Y2 — (TY)




I'xz = Correlation coefficient between X & 7.

rxz = NIXZ - ¥X 52
VN EX2- (£X) 2 % YN 522 - (52) 2

Where,

r = correlation coefficient between two variables x & y. & X & Z
x = Sales

y = Revenue Collection

Z = Debtors

N = Number of observations.

Now,

Calculation of correlation coefficient between sales and Revenue

collection of NEA Kavre

XY = Correlation coefficient between X & Y.

= NEXY-SX3Y
VN ZX2- (£X) 2 x AN £Y2 - (ZY) 2

Ixy = 7 *x 79034311379.16 - 790695.50 = £96434.90

V7 9011395202574 ~ (790695.50)2 x V7 x 69517354939.58 — (696434.90)2

Iy = 553240179654.12 - 550667941472 .95
\ (630797664180 18 - 625199373720.25) x v (486621484577.06 - 485021569938 01)

Iy = 257223818117

V5598290455 93 x  \/1599914639.05



Mxy = 25672238181.17

29927809144 00
rxy = 0.8594

Since the value of ris 0.8594 we can say that it has a high degree of positive
correlation

P.E.
We know,
P.E. (r) = 0.6745 x SE ()
=0.6745 x(1=r2)
¥n
= 0.6745x (1-(.8594)2)
V7
=0.6745 x 00,2691
2.6458
=0.6745% 0.101725
P. E. =0.06861

Since, the value of r is greater than 6 times the PE.‘It can be conciuded that ris
definitely significant.

Calculation of correlation coefficient between sales and debtors of NEA

Kavre.

I'xz = Correlation coefficient between X & Z.

rxz = NIXZ-2X 2Z .
IN ZX2- (2X)2 x VN £72 - (2Z) 2

Xz = 7 % 71411357400.50 - 790695.50 = 616047.49
N 7 %90113952025.74 (790695.50)2 x ¥ 7 x 58649573329.66 — {616047.49)2

Xxz= 489879601803.60 — 487105978129.29 I
V (630797664180.18—- 625199373720.25) x v (409847013307 62-3795614509935.30)
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Mxz = 127735236874.20
\1 5598290459.93 x \/ 30332503372.31

rxz= 12773523674.20

74821.72 x 174162.29

xz = 12773523674 20

13031122119.38

rxz= 0.9802

Since the vaiue of r is 0.9802 we can say that it has a high degree of positive
correlation

PE.
We know,
P.E. {n =(0.6745 x SE (1)

=0.6745 x(1-r2)
¥n

= 0.6745x (1-(.9802)2)
N7
=0.6745 x 0.0392
2 6458
=0.6745 x 0.0148
P. E. = 0.0099826

Since, the value of r is greater than 6 times the PE. It can be concluded that r is
definitely significant

v



Appendix -l (Rs in million)

Entire SE'ES of
No. Fiscal Year Nea's Bravreh X2 Y2
S I 1 TE81 o ) | !
| 1 2001 5396.80 96.82 29125450.24 9375.00
2 2002 5466.41 100.83 | 29881638.29 10166.07
| —|\%
|
‘ 3 2003 | 8160 80 100.93 | 66598656.64 1208522
I | e
I 2004 9476.20 11565 | 89798366 44 13374.52
5 2005 11012.60 | 11558 | 121277358.76 | 13358.01
| —
6 20086 1181460 | 121.95 | 13958477316 | 14872.62
| 7 2007 | 1262360 | 12993 | 150355276.96 | 16882.51
’ _ 4 ——— |
2IX= 2Y= 2 X2= >Y2=
63951 01 || 790.69 | 635621520.5 90113.95

I'XY = Correlation coefficient between X & Y.

rxy = NIXY -ZX Y
YN ZX2- (IX) 2 x YN ZY2 — (5Y) 2

Where,
r = correlation coefficient between two variables x & y.

XY

02254289

251161.23

897139.76

1095906.14

1272801.51

1440830.17

1640218.68

2XY=
7420600.37




X = Total Sales of NEA
y = Branch's Sales
N = Number of observations.

Now,

Caleulation of correlation coefficient between total sales and Kavre

branch’s sales of NEA . .

I'XY = Correlation coefficient between X & Y.

rxy = NIXY - IX ZY
YN ZX2- (£X) 2 x WN ZY2 ~ (ZY) 2

Xy = 7 % 7420600.37 - 83951.01x.790.69

V7 x636621520.5 — (63951.01)2 x V7 x 90113.95 — (790.69)2

rxy = 51944202.59- 50565424.09 -
/ (4449350643.5 — 4089731680.02) ¥ (630797.65 — 625190 67)

Xy = 1378778.5
VISU618063 48 x  NEG06 97
Xy = 1378778.50
1419990.40
rxy = 0.9709

Since the value of ris 0.9709 we can say that it has a high degree of positive

correlation

vi



RIES
We know,
P.E. (r) = 0.6745 x SE (1)

=0.6745 x (1 ~r2)

Vn

= 0.6745x (1-\15. 9709)2)
=

=0.6745 x 0.05735
2.6458

=0.6745x 0.02167
P. E.=0.01462

Since, the vaiue of r is greater than 6 times the PE. It can be concluded

that r is definitely signific'ant.
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Appendix - (Rs in million)

= 1 . Collection
Total
. Collection' of the
No. | Fiscal Year ] Kavre X2 Y2 XY
s of Nea's
(X) Branch
- L Y) _|
1 2001 | 5496.82 96.33 30215041.11 9278.60 529483.98
| .
2 2002 7025.16 93.63 40352844 92 8765.92 657740.96
3 2003 B377.83 9523 70188069.02 9068.39 797805.11
| ! |

4 2004 9687 65 98.08 93850465.65 9619.11 950135.84

| &
5 2005 11237 49 9722 | 126281203.98 9452 42 1062548.88
6 2006 ‘ 12055.24 106.26 145328690 91 11078.87 | 1268888.23
7 2007 12968.44 110.70 168180332.29 12254 04 1435579.54

|
‘ . 2Y= 2X2= 2Y2= 2XY=

686848 652 £96.43 | 683396647.86 69517.35 6732182 .52

I'xy = Correlation coefficient between X & Y.,

Pxy= NEXY -2X2Y 5
YN ZX2- (IX) 2 x VN Y2 - (ZY) 2

Where,
r = correlation coefficient between two variables x & y.

x = Total Collection of NEA

viil




y = Branch’s Collection

N = Number of observations.

Now,
Calculation of correlation coefficient between tolal collection and Kavre

branch’s collection of NEA .

I'xY = Correlation coefficient between X & Y.

Py = NEXY-IXZY
VN EZX2- (£X) 2 x AN Y2 — (ZY) 2

Mxy = 7 % 6732182.62 - 66848.62 % 696.43

\7 x683396647.86 — (66848.62)2 * \7 x 69517.35 ~ (696.43)2

Fxy = 47125277.64 — 46555384,4266
V (47837 76535.02- 4468737095 9044) x v (4BBE21.45 — 485014, 7449)

My = 569893.2134
315038539.1156 x  \1606.7051

Xy = 569893.2134
711459 0834
rxy = 0.8010

Since the value of ris 0.8010 we can say that it has a high degree of positive

correlation

P.E.



We know,
P.E.(n =0.6745 x SE (r)

=0.6745 x | '\Ij-—r2l
n

= 0.6745x (1-(.8010)2)

N7

=0.6745 x 0358399
2.6458

=0.6745x 0.135459

P. E. =0.09137
Since, the value of r is greater than 6 times the PE. It can be concluded

that r is definitely signiﬁcént.



Organizational Structure of NEA Kavre

Appendix IV

Distribution Centre

Chief
Dept.Manager

-

T : 3 — ¥ s 1I' ___L_
| Mew consumar | | Maintenance / No Fanuti Sub Branch Meter Complaint ' Account Administra
| Asst Engineer 1 tian
Enginesri light Engineer 1 I Asst Admin
| | l | ‘ . Revenue
! Supervisar 1 Officer 1
—_— i
. - Technical | Revenue ¥ o Asst. Account Officers
Comstructio Meter Meter | Electrician 3 Senior
: Asst 1
. Supervisor 1 .
n New reading . reading Coli 2 Assistant 1
c Accountant 2 Accountant 3
onsumer . Foreman 4 ==
e Senior meter Supervisor 4 Budget Ex Computer
_ . Clerk 3
Supervisor 2 reader 4 Electrician 2 Accountant 1 be ! Operator 1
Store
Fareman 2 Meter reader Helper 4 [ Asst Account Driver 4
“‘ = —*  Accountant 1
= FPeon 2
Clerk 1
| . ! | | | 1
k4 ¥ . b 4 ¥ r h 4 ¥ ¥ —— h 4 R
Banepa Panchkha |J Dhulikhe Higuwap ‘ Pasthali Dapcha | Bhakund Dhunkha Palanch Dolalghat Maintenance
I
. I | ti i [¢]
Supervisor - = & Forema Faoreman abesi rka wok Foreman Supervisor 1
2 Asst Supervis Foreman n 1 Foreman Foreman Foreman 1 o
| Electrician 1
Engineer1 || or = 1 . L. 1 1 1 e
ici Electrici Electricia Electrician
Electrician Helper 2
3 Supervisor Electricia Electricia an 2 n2 | Electricia Electricia Electricia | 2 |
|
” o




Format of sales and collection report of a branch:

Appendix V

Nepal Electricity Authority
Kavre Distribution Centre
Kavre, Banepa
Sales Summazry

200 / 200

ety | Shrawan IEhadre

] ]
Ashwin ! Kartik || Marga | Push | Magh | Falgun

Chaitra | Baishakh | Jastha | Ashad

Total

Domestic | |

|

MNon Cemtrmsssis) —

Commercial =

s [Hs =)

Water Supply —

lrrigation

Sire=t Light

Tempemry Light

Tempie

Intarnal Consumption

“Total

Collection Summary

No. Of
Consumer

Bill Amount

Rebate

Surcharge |

OtherCollection |




Format of loss report of a branch:

Appendix VI

Nepal Electricity Authority
Kavre Distribution Centre
Loss Analysis Report
For The Year 206 /206

De=srption

| Shiawsan

Bhadie

Aswin Kark | Mgziga

Fausgh

Maah

Faigun

Chsitra

Smshakh

Jestha

Recsivad Unit | 223455

Litiliz=g Liblk (Total of B)

coss Unitfs-o)

Loks Furcentage

Curmn. Lossino

Cum, Lossin%

2004 Cum. Los= in %

2003 Com. Loss in %

Detsils of Recalved Enemy

Khopashi PIS

Banspa 5/5

Panchkhal SIS

Ensmy imporied through Branch Metsting

Enermy Importad from indis

Lr R % T ISl S T P

Enargy Expored through Branch Metering

Cetalls of Enerpy Sold

Energv Sold i Conaumens

Strest Liaht

Recowery from Pilferags

Sub Total

Internai Constmption

Details of Recewed Energy
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Appendix VII
Diagram: The Main Functions of NEA:

4

e

“ : e . s = b
A e
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|

Strategy of

i

Indirect l
collections
measure like
sufficient
colunter
facilities,
payment
through bank
&regular
moniforing

- l = I
Establish the
mobhile
collection
center to the
long distance
customer.

Appendix VIII

the collection procedure of outstanding debtors

outstanding bill.

L RS

Different sectors of outstanding bill J

ldentify the total amount of J

should be classified.

¢ I

Most sensitive area of outstanding bill
should identify.

W

Prepare appropriate policy to collect
the outstanding bill.

e

il

|

Attractive

Central
account collection
shouid policies i.e.
provide discount
adequate rebates and
budget for its prepaid
office to pay scheme etc.

outstanding

bill in time.
J. l

Immediate Blacklisting
action of line of longer
disconnection non-paying
to customers customer,
not paying in

time.

Xiv




Appendix IX

Nepal Electricity Authority
Kavre Distribution Centre

Cetaijl

P.A.P { Performance Audit Period) Report

51,218,633 76

52,013,718 59

73,210,506.03

91,814,244 13

| 100,253,869 35 |

115,009,5677.36

' 2001 2002 2603 2004 2008 2006 2007
1 E!ectncntv Consume Detaul |
1 | TofalNg. Ofconsumer 21086 22626 | 24328 26,276 28,208 30,042 31,695
2 | Toial Recsived Unit - | 25,876,433 26,049,315 26,776 024 27,094,324 25,996 487 27,259,782 20,647,141
_3__thiar_§=_Tes Unit - - 16,892 497 17.094,610 17,112,468 ~ 17.208 580 17,138,971 18,318,826 16,732,524
4 | Loss% Of eteciricity . - 3472 3438 3809 3645 | 36 51 32.80 33.44
2 Electrlcn:v Sales and Collection Detajl = || -
1 ales Amount - =—= 96,824,583 22 - 100.826.907 40 | 109,532 81522 | 115,548 271 83 | 115.576.836 17 121,953,362 12 | 129,632,718 41
2_ | Cat - 9632549401 9352649940 | 9522811025 9807706620 | 9722356207 | 10525615734 110697665 14
3 [ Collect 9% 48 9286 | 8662 ] 54 81 84 12 86.31 8520
=iy Collection Of efectricity Without Stree eet Light | ‘ = ===
1| Sales of electricity Without Street light | B1,921,30823 | 95402,007 40 | 101,563,555 22 | 106.262.939.83 | 106,191.504.17 | 112,568,030 12 | 120,547,386.41
2| Collection Without Strest L ight | 96,32548401 | 9362640940 | 66,228,11026  98,077,08620 | 97,223.56221 | 105.256.197.34 | 110,607 965 12
Collection % without Street Iight | 1o47e 98 14 | 93.76 92 30 91.55 93 50 i 9183
Total Due Amount

122526836 9

Total Due Of Street L!gE

19,148,225.04

| 24,573,125.04

32,942,385.04

45,707,025.64

| 55,007,719 24

| 47,014,434.59

56411154.59

3
4
5
6 | Total Due Amount Without Street Light | 32070,408.72 | 37,440,593 55 | 40,268,120.99 | 46,107,218.48 | 45156150 12 | 67,995,242.77 | 66,115,682.33
7 | Average Collection Pariod Without Street Lighit 125 50 141.28 | 142.73 | 156.20 153.08 217.45 197 .45
8 | Stock Turn Over Ratia 0856 Q817 0 B37 0 384 0.709 0.736 0.830
| 1 | Stock Balance 10,456,874 30 | 9,645624 20 12,254,560.22 10,146,426 51 15,487,384 40 12,565,924.35 9441588 4
2 | Store Expenditure 8,954,621 30 | 9,024,897.20 10,254,898 .20 8,973,458 50 10,987,384 88 9,250,438.50 7,836,952 .50
| Details Of New Connection Dane | Done Done i Done Done Done | Done
10 | CW.LP NILL NILL | NILL ' NILL | NILL NLL N
| |
[ 11 | Report and Data Managetnent : Yes Yes Yes Yes | Yes Yes | Yes

My



