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KERALA STATE ELECTRICITY REGULATORY COMMISSION 

THIRUVANANTHAPURAM 

Present  : Shri.  Preman Dinaraj, Chairman 
     Shri.  K.Vikraman Nair, Member 
     Shri.  S.Venugopal, Member 

 

OA.No.15/2018  

In the matter of Petition for Approval of ARR&ERC, Tariff and Capital 

Investment Plan for the Control Period 2018-19 to 

2021-22 filed by M/s Kerala State Electricity Board Ltd. 

Petitioner    The Chairman and Managing Director, 

Kerala State Electricity Board Ltd 

Vydhyuthi Bhavanam, Pattom, Thiruvananthapuram 
 

 

ORDER DATED 08/07/2019 

The Kerala State Electricity Regulatory Commission considered the petition for 

approval of the Aggregate Revenue Requirements (ARR) & Expected Revenue from 

Tariffs (ERC) and Tariff Revision Proposals filed by the Kerala State Electricity Board 

Limited vide letter No.KSEB/TRAC/FO/MYT/2019-22/4869 dated 31-10-2018.  In 

compliance to Regulation 27(6) of KSERC (Conduct of Business) Regulations 2003, KSEB 

Ltd published a summary of the petition in the Kerala Kaumudi daily, Deshabhimani 

daily and Times of India daily on 9-11-2018. The petition was also placed in the web site 

of the Commission and KSEB Ltd for the information of the public.  Thereafter, as per 

Regulation 32 of KSERC (Conduct of Business) Regulations, 2003 public hearings on the 

petition were held at the Nalanda Auditorium, Kozhikode on 26-11-2018, Corporation 

Town Hall, Ernakulam on 27-11-2018, Municipal Conference Hall, Kattappana on 28-11-

нлму ŀƴŘ Lƴǎǘƛǘǳǘƛƻƴ ƻŦ 9ƴƎƛƴŜŜǊǎΩ IŀƭƭΣ ¢ƘƛǊǳǾŀƴŀƴǘƘŀǇǳǊŀƳ ƻƴ мл-12-2018 wherein 

stakeholders presented their views and objections. The Commission has also consulted 

the State Advisory Committee on 17.12.2018.  

After having carefully considered the submissions, suggestions, objections and 

written submissions filed by KSEB Ltd, electricity consumers/general public and other 

stakeholders and in exercise of the powers vested in the Commission under Section 62 

and 64 of the Electricity Act, 2003 (Central Act 36 of 2003) and Regulation 20 of KSERC 



4 
 

(Terms and Conditions for Determination of Tariff) Regulations, 2018, the Commission 

hereby passes the following Order. 

 

Dated this the Eighth Day of July, 2019 

 
 Sd/-     Sd/-     Sd/- 
K.Vikraman Nair    S.Venugopal              Preman Dinaraj 
      Member                    Member                    Chairman 
 
 
 

Approved for issue 

 

G.Jyothichudan 
Secretary 
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Chapter -1 

INTRODUCTION 

1. The Chairman and Managing Director, Kerala State Electricity Board 
Limited (hereinafter referred to as KSEB Ltd or the licensee) has, vide 
letter No.KSEB/TRAC/FO/MYT/2019-22/4869 dated 31-10-2018  filed in 
accordance with the KSERC (Terms and Conditions for Determination of 
Tariff) Regulations, 2018 (hereinafter referred to as Regulations or Tariff 
Regulations), the petition for approval of Aggregate Revenue 
Requirements (ARR) / Expected Revenue from Charges (ERC) and a 
petition for determination of Tariff for the control period 2018-19 to 
2021-22, before Kerala State Electricity Regulatory Commission 
(hereinafter referred to as KSERC or as the Commission). 

 

2. The petition contained the following : 

¶ Capital expenditure plan for SBU-G, SBU-T, SBU-D for the control 
period from 2018-19 to 2021-22 

¶ ARR&ERC for SBU-G, SBU-T and transfer cost to SBU-D 

¶ ARR&ERC for SBU-D and  Proposal for revision of Retail tariff 
applicable to the consumers 

¶ Proposal for revision of Open Access Charges (Cross Subsidy 
Surcharge, Wheeling Charges) 

¶ Proposal for revision of low voltage supply surcharge, power factor 
incentive and penalty, Bulk Supply Tariff applicable to licensees other 
than KSEB Ltd 

 

3. In their petition, KSEB Ltd has considered the ARR of SBU-G and SBU-T as 
the transfer cost to SBU-D. Thus, the revenue gap is only for the SBU-D. 
The KSEB Ltd projected the revenue gap for SBU-D for the control period 
as shown below:   

 

Particulars 

2018-19 2019-20 2020-21 2021-22 

Rs.crore Rs.crore Rs.crore Rs.crore 

Net ARR 14247.34 15512.25 16348.76 17240.93 

Net Revenue  13146.64 14113.20 14283.48 14722.01 

Revenue Gap 1100.70 1399.05 2065.28 2518.92 

 

4. The revenue gap estimated by KSEB Ltd is inclusive of the amortisation 
of the approved past Revenue gap to the tune of Rs.5645.26 crore as on 
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31-3-2016, at a rate of Rs.806.47 crore per year.  KSEB Ltd had proposed 
to bridge the revenue gap through tariff revision in the year 2018-19, by 
mobilising an additional revenue of Rs.1101.72 crore on a full year basis 
based on the sales projection for the year.  The proposed tariff revision 
for the year 2018-19 is to continue for the year 2019-20 and 
subsequently in 2020-21 a further revision for mobilizing an amount of 
Rs.700.44 crore is also proposed.   According to the petitioner, the tariff 
revision proposal is as per the provisions of the Electricity Act 2003, 
Tariff Policy 2016, KSERC (Terms and Conditions for Determination of 
Tariff) Regulations 2018, KSERC (Principles for Determination of Road 
Map for Cross Subsidy Reduction for Distribution Licensees) Regulations 
2012, as extended vide notification dated 19-12-2017 and various 
judgment of APTEL.  
 

5. After considering the petition in detail, the Commission decided to admit 
it as OA No.15/2018 on 5-11-2018 and issued notices for publication of 
the abstract of the petition.  

 
6. The Commission had issued order dated 17-4-2017 on suomotu 

determination of tariff, in which the tariff was revised for Retail supply, 
Open access charges etc., effective from 18-4-2017 to 31-3-2018.  The 
Commission had extended the validity of the tariff order from 1-4-2018 
to 31-12-2018 and further to 31-3-2019 vide orders dated 27-3-2018 and 
31-12-2018 respectively. The Commission further, vide the orders dated 
29.03.2019 and 28.06.2019, had extended the  validity of the tariff order 
dated 17.04.2017 till 31.07.2019, or till the date  of effect of the new 
tariff order pertaining to the MYT period from 2018-19 to 2021-22, 
whichever is earlier. 
 

Statutory provisions: 

7. Section 61 of the Act confers power on the Electricity Regulatory 
Commissions to specify by regulations, the terms and conditions for the 
determination of tariff in accordance with the principles stipulated 
therein.  Section 62 of the Act empowers the Commission to determine 
tariff for generation of electricity, transmission of electricity, wheeling of 
electricity and for retail sale of electricity.  Section 64 of the Act 
prescribes the procedure for determination of tariff and issuance of 
tariff order.  The Commission has, in exercise of its powers under Section 
61 of the Act, and after following the due process issued vide notification 
No.2076/F&T/2017/KSERC dated 26-10-2018, the KSERC (Terms and 



7 
 

Conditions for Determination of Tariff) Regulations, 2018, which specify 
the detailed principles and procedures for determination of tariff.   
 

8. Clause (f) of Section 61 of the Electricity Act, 2003, stipulates that MYT 
Principles shall be introduced while issuing the tariff regulations and the 
Commission has incorporated MYT Principles in the Tariff Regulations, 
2014.  Clause (h) of para 5.11 of the Tariff Policy, 2016, also stipulates 
the guidelines for introduction of MYT Tariff.  As per Regulation 8, for 
determination of Tariff, multi year tariff frame work shall be applicable.  
As per Regulation 8(2)(f), mid term performance review is also to be 
conducted.  Relevant provisions are given below: 

8. Multi -year tariff (MYT) framework. ς (1) The multi-year tariff 
framework under these Regulations shall be applicable for 
determination of tariff for a generating business/company, 
transmission business/licensee, distribution business/licensee and 
the State Load Despatch Centre. 
(2) The multi-year tariff framework for the generating 
business/company, transmission business/licensee, distribution 
business/licensee and State Load Despatch Centre shall, for calculation 
of Aggregate Revenue Requirement and expected revenue from tariff 
and charges, be based on the following elements: 
(a) Forecast of Aggregate Revenue Requirement (ARR) for the Control 
Period along with the expected revenue from existing and proposed 
tariffs and charges separately for  each year of  the Control Period; 
(b) Truing up of expenses and revenue of the respective year based on 
audited accounts of the business/licensee vis-à-vis the Commission 
approved forecast and variation caused by controllable factors and 
uncontrollable factors, as specified in Regulation 15 of these 
Regulations;  
(c) The mechanism for pass-through of approved gains or losses on 
account of uncontrollable factors as specified by the Commission in 
Regulation 13 of these Regulations; 
(d) The mechanism for sharing of approved gains arising out of 
controllable factors as specified by the Commission in Regulation  14 of 
these Regulations; 
(e) Approval of the Aggregate Revenue Requirement of the 
business/licensee by the Commission for the Control Period along with 
the determination of tariff for each year of the Control Period; 
(f) Mid-term Performance Review (MPR) in the year 2019-20 which shall 
comprise the truing up of the year 2018-19 and annual performance 
review upto September 2019 on account of uncontrollable parameters 
and for the variations in performance on account of controllable 
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parameters for the Control Period vis-à-vis the ARR approved for  the 
Control Period and the revised forecast for the years 2020-21 and 2021-
22 on account of un anticipated variations if any on controllable and 
uncontrollable parameters; 

 

9. Regulation 9 provides that the control period shall be four years starting 
from 2018-19 to 2021-22.  The relevant provisions are given below: 

9. Control Period. ς (1) The Control Period is the period for which 

the principle and norms specified under these Regulations shall be 

applicable. 
(2) The Control Period shall be a block of four financial years starting 
from the First day of April, 2018 and ending on the Thirty First day of 
March 2022. 
Provided that the Commission may if considered necessary, through an 

Order extend the validity of these Regulations  beyond  the Thirty First 

day of March 2022 to such period or periods as deemed  appropriate 

 

10. Regulation 10 provides for filing under MYT framework 
άмлΦCƛƭƛƴƎ ǳƴŘŜǊ Ƴǳƭǘƛ-year tariff (MYT) framework. ς (1) Every 

generating business/company or transmission business/licensee or 

distribution business/licensee or State Load Despatch Centre shall file, 

on or before the thirty first day of October 2018, the following petitions 

for the Control Period: 

a) Petition for approval of Aggregate Revenue Requirement and 

determination of tariff for each year of the Control Period  

b) Petition for truing up of Aggregate Revenue Requirement for the 

financial years till 2016-17: 

Provided that the truing up for the respective financial years shall be 

carried out under the  relevant Regulations applicable to the respective 

years. 

Provided further that every generating business/company or 

transmission business/licensee or distribution business/licensee or 

State Load Despatch Centre shall on or before the first day of January, 

2019 file the petition for Truing up of Aggregate Revenue Requirement 

for the financial year 2017-18 and shall file on or before the Thirtieth 

day of November of every subsequent financial years during the 

Control Period, the petition for Truing up of Aggregate Revenue 

Requirement for the financial years subsequent to    2017-18. 
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(2) Every generating business/company or transmission 

business/licensee or distribution business/licensee or State Load 

Despatch Centre shall file, on or before the Thirtieth day of November 

2019, the Mid-term Performance Review (MPR) which shall comprise 

the truing up for the financial year upto 2018-19 and mid year 

performance review for the  year 2019-20  and the revised forecast for 

the year 2020-21 and 2021-22 on account of unexpected variations if 

any on controllable and uncontrollable parameters; 

(3) All petitions shall be filed in the manner as specified in the Kerala 

State Electricity Regulatory Commission (Conduct of Business) 

Regulations, 2003, as amended from time to time.  

(4)  The applicant shall submit the forecast of Aggregate Revenue 

Requirement and proposal for revision of tariff, if required, for the 

financial year or years in this Control Period, in such manner and within 

such time limit as specified in these Regulations 

(5)  The formats for furnishing information for calculating expected 

revenue and expenditure and for determining tariff shall be as per 

Annexure-XII to these Regulations. 

(6) The applicant shall provide all details supporting the forecast, 

including but not limited to the details of past performance, proposed 

initiatives for achieving efficiency or productivity gains, technical 

studies, contractual arrangements and/or secondary research and such 

other details as required by the Commission, to enable it  to assess the 

reasonableness of the forecast. 

(7) The applicant shall prepare the Aggregate Revenue Requirement 

based on the actual and reasonably forecast the individual variables 

that constitute the Aggregate Revenue Requirement during the Control 

Period. 

(8) The applicant shall prepare the forecast of expected revenue from 

existing tariff and charges based on the following:- 

(a)In the case of generating business/company, the generation 

capacity allocated to distribution business/licensees and expected 

electricity  generation by each unit/station for each financial year of 

the Control Period; 

(b) In the case of transmission business/licensee, the transmission 

capacity allocated to users of the transmission system and energy 



10 
 

expected to be transmitted for each financial year of the Control 

Period; 

(c) In the case of distribution business/licensee,  the  contracted 

demand and the quantum of electricity to be supplied to consumers 

and to be wheeled on behalf of users of the distribution system for 

each financial year of the Control Period; 

(d) Prevailing tariffs and charges as on the date of preferring the 

petition. 

(9)  Based on the forecast of Aggregate Revenue Requirement and 

expected revenue from the existing tariff and charges, the generating 

business/company or transmission business/licensee or distribution 

business/licensee shall submit the sources for meeting the revenue gap 

if any including efficiency gains, tariff increase or any other means, 

with complete details of such measures,  in the Aggregate Revenue 

wŜǉǳƛǊŜƳŜƴǘΦέ 

11. As per the Second Transfer Scheme notified by the Government under 
Section 131 of the Electricity Act, 2003, the activities of the company are 
being carried out through Strategic Business Units (SBUs) for each of the 
functions of generation, transmission and distribution.   In line with the 
transfer scheme, KSEB Ltd has filed petition for approval of separate 
ARR&ERC for three SBUs viz., SBU-G, SBU-T and SBU-D.  

 

Procedural formalities 

12. After admitting the petition, the Commission has displayed a copy of the 
petition in its website and issued notice to KSEB Ltd informing the 
admission of the petition and informing the date of public hearing.  The 
Commission also directed to place copy of the petition in the website of 
KSEB Ltd. The Commission directed the licensee to publish the approved 
summary of the petition by giving time till 23-11-2018 for providing 
comments by the public and stakeholders. The licensee published the 
summary of the petition in the following dailies.  

¶ Kerala Kaumudidaily  dated 9-11-2018 

¶ Deshabimani daily dated 9-11-2018  

¶ Times of India daily dated 9-11-2018 
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13. The Kerala High Tension and Extra High Tension Industrial Electricity 
Consumers Association in their request dated 7-11-2018 requested time 
for preparing the comments and to postpone the public hearing after 
06.12.2018.  The Commission considered the request for postponement 
of the hearing and rescheduled the public hearing at 
Thiruvananthapuram to 10-12-2018. 
 

14. KSEB Ltd vide letter dated 16-11-2018 had furnished a corrigendum to 
the Application for approval of ARR &ERC for the control period 2018-19 
to 2021-22 for incorporating inadvertent typographical errors which 
crept in to the Table 6.45 of the petition.  The Commission approved the 
same for publication and the postponement of the public hearing was 
included in the corrigendum.  Accordingly, the same was published on 
23-11-2018. The Commission vide letter dated 7-11-2018 had directed  
all other licensees in the State to give maximum publicity about the tariff 
revision proposal of KSEB Ltd among the consumers in their area of 
supply for obtaining comments and objections.     

 

15. The Commission sought clarification and additional details and the reply 
furnished by KSEB  Ltd is as shown below 

Clarifications sought Reply furnished by KSEB Ltd 

Letter No. 1668/F&T/2018/KSERC/895  
dated 16-11-2018 

Letter No. KSEB/TRAC/FO/MYT/4954 
dated 6-12-2018 

1668/DD(T)/2018/KSERC/MYT/CAPEX 
dated 22-11-2018 

Letter No. TRAC/GL/ARR&ERC-2018-
22/18-19/4965 dated 15-12-2018 

Letter No. 1668/F&T/2018/KSERC/986  
dated 13-12-2018 

Letter No. KSEB/TRAC/FO/MYT/4956 
dated 7-12-2018 

Letter No. 1668/F&T/2018/KSERC/18  
dated 9-1-2019 

Letter No. KSEB/TRAC/FO/MYT/4974 
dated 21-12-2018 

 Letter No. KSEB/TRAC/FO/MYT/4985 
dated 26-12-2018 

 Letter No. KSEB/TRAC/FO/MYT/5003 
dated 4-1-2019 

 Letter No. KSEB/TRAC/FO/MYT/5012 

dated 10-1-2019 
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Public Hearings 

16. Public hearings on the petition were held at following places as shown 
below: 

Date Venue Time 

26-11-2018 Nalanda Auditorium, Kozhikode  11:00 AM 

27-11-2018 Corporation Town Hall, Ernakulam 11:00 AM 

28-11-2018 Municipal Conference Hall, Kattappana 11:30 AM 

10-12-2018 
Institution of Engineers Hall, Vellayambalam, 

Thiruvanathapuram 

11:00 AM 

 

17. The lists of persons who attended the Public Hearings are given in 
Annexure-I. The Commission has received several comments and 
objections from the consumers and general public on the petition of 
KSEB Ltd during the public hearing and also through written submissions.  
A list of stakeholders who furnished written comments are enclosed as 
Annexure ς II.  The Commission has forwarded the comments received 
from the stakeholders to KSEB Ltd and KSEB Ltd has furnished their reply 
on the same as shown below: 

 

1. Letter No. KSEB/TRAC/FO/MYT/4970 dated 20-12-2018 

2. Letter No. KSEB/TRAC/FO/MYT/4977 dated 21-12-2018 

3. Letter No. KSEB/TRAC/FO/MYT/4986  dated 27-12-2018 

4. Letter No. KSEB/TRAC/FO/MYT/4990 dated 28-12-2018 

5. Letter No. KSEB/TRAC/FO/MYT/4996 dated 29-12-2018 

 

Deliberations in the Advisory Committee 

18. The Commission convened the State Advisory Committee meeting on 
17-12-2018 in Thiruvananthapuram. The Advisory Committee discussed 
the petition of KSEB Ltd for the Control period 2018-19 to 2021-22 and 
the tariff petition in detail in the meeting.  The highlights of the 
proposed tariff revisions for the various consumer categories, revision in 
the transmission charges, SLDC charges, wheeling charges, cross subsidy 
surcharge & power factor incentive were discussed. The rationale for the 
capital expenditure programme such as providing sufficient redundancy 
in the transmission system, renovation and modernisation programmes, 
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distribution network strengthening and improving reliability etc., were 
also discussed. Some members have also raised concerns about the 
proposal for increase in demand charges and consequent impact on 
open access and competition, reduction in incentive for power factor 
etc. There was also discussion on the netting off of dues with 
Government of Kerala and adjustment of electricity duty.The Minutes of 
the Meeting of the State Advisory Committee is given as Annexure III 

 

19. The Commission, after duly considering the views, suggestions and 
objections submitted by the consumers, the licensees and other 
stakeholders as well as the views expressed by the Members of the State 
Advisory Committee, hereby issue the following orders on the petition 
No.OA 15/2018 filed by KSEB Ltd. 
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Chapter 2 

Comments of Stakeholders on various issues 

2.1 The Commission has received several comments and objections both in 

writings and orally during the public hearings from the stakeholders on 

the petition for approval of ARR&ERC and tariff petition filed by KSEB 

Ltd.  The major issues raised by the stakeholders,  the comments of KSEB 

Ltd and views of the Commission is given below: 

Augmenting Internal Generation of power 

2.2 Sri. NS Alexander stated that KSEB Ltd has incurred time and cost over 

run in many hydel projects and the Commission should look into such 

increase in costs. The Democratic Human Rights and environmental 

protection forum stated that KSEB cites financial burden of power 

purchase cost from outside the state as the reason for tariff hike.  

However no steps have been taken toachieve self sufficiency and till 

date no projects have been completed in time and exceeded the 

estimates.  Sri. ShoufarNavas has stated that many power projects are 

stalled and alternate source of power is not explored.  

Reply of KSEB Ltd 

2.3 In reply KSEB Ltd stated that project wise progress of ongoing and 

proposed projects have been submitted to the Commission. KSEB Ltd 

further stated that power purchase cost alone does not comprise the 

expense of the Utility.  Economically viable projects in the State are 

limited and the projects in the state are delayed due to land availability 

and forest clearance issues, geological surprises, contractor related 

issues.  These are not fully controllable by KSEB Ltd. KSEB Ltd has taken 

all steps to commission the projects on time.  

Opinion of the Commission 

2.4 The Commission notes that certain stakeholders with supporting details 

narrated the cost over run and delay in the execution of some of the 

hydel projects.  Though KSEB Ltd had stated that delays were due to 

difficulties in case of land acquisition, geological surprises and contractor 

related issues, theCommission is of the view that some of the projects 

are delayed much beyond the accepted time frame, and some have even 
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stopped.  As per the provisions of the Regulations, cost over run and 

time over run factors need to be considered while approving the capital 

expenditure.  Accordingly, the Commission cannot approve any increase 

in the capital costs due to time overs run without a detailed 

examination. 

Estimation of hydro generation 

2.5 Confederation and Indian Industries stated that projected generation 

from own hydel generation is to be evaluated by an independent 

committee.   CII also stated that the rate assumed for sale outside the 

State is lower than industrial tariff.  

Excess Rainfall and sale of surplus energy 

2.6 Many employee unions such as  Standing Council of Trade Unions, HNL, 

TELK employees union, Premier Tyres Workers Union, Premier Tyres 

Workers Association, Premier Tyres Employees Union, TCC Employees 

Association and Unions, PTL enterprises Limited, HIL Officers 

Association,  HIL employees a joint trade Union council, HNL employees 

Association, Hindalco Joint Trade Unions, Kerala News Print Employees 

Union, Hindustan Paper Corporation employees association, HOC joint 

Trade Union, GTN Textiles, Travancore Cochin Chemicals, District Textile 

Mill workers Union, Palakkad district textile Mazdoor sangam, Patspin 

India limited employees Association have raised the issue that the KSEB 

Ltd has received the benefit of copious rain, which should be sufficient 

to raise additional revenue.  It is strange that even when there is 

sufficient and more water, tariff revision is being proposed by KSEB Ltd.  

2.7 Similarly, the Democratic Human Rights and environmental protection 

forum stated that KSEB Ltd has received excess water for generating 

Rs.200 crore of power but refuses to transfer the benefits. There was 

improper management of dams during the floods. Shri Radhakrishnan 

stated that Kerala had the best rainfall in recent past, but KSEB Ltd failed 

in utilising the natural resources.  
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Reply of KSEB Ltd 

2.8 In reply to the above, KSEB Ltd stated that only 30% of the energy 

demand is met from hydro sources and balance 70% is met from 

imports.  There is also an increase in the cost on account of imports. 

Moreover, the increased generation and additional revenue from 

outside state sales has been considered in the petition. The external sale 

depends not only on reservoir level but on a number of other factors.  

Benefit of external sale is passed on to the consumers.  The rate of 

external sales and the consumer tariff cannot be compared as they are 

determined by different rationales. KSEB Ltd has accounted for the 

complete water inflow in the generation plan for the control period and 

entire generation is accounted.  The unprecedent rainfall forced KSEB 

Ltd to open the dam shutters as these dams did not have the capacity to 

hold the entire flood water and are not built for controlling floods.  

Central Water Commission in its official report on floods in Kerala has 

already concluded that such allegations are baseless. 

Opinion of the Commission 

2.9 The Commission notes that there was excess rain fall during August 

2018. Accordingly, there is a possibility for higher hydro generation in 

the current year compared to the previous year provided the inflow 

during the rest of the water year will be as expected.  KSEB Ltd had 

estimated the hydro generation for the year 2018-19 based on the 

actual generation up to September 2018. While providing clarifications 

on the hydro energy estimation, KSEB Ltd has revised the hydro 

generation estimates for the rest of years in the control period duly 

accounting for higher inflow during the year. The Commission has also 

considered the excess energy generation and consequent possibility of 

sale of surplus energy has also been accounted in the estimates.  Hence 

the benefits of excess generation has been accounted while deciding the 

ARR&ERC for the control period.  
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Low Cost Generation to be earmarked for domestic consumers 

2.10 Sri Lorance, KM stated that domestic consumer is to be allowed to enjoy 

cheap hydro power with certain limit.  Kerala Jana Vedhi State 

Committee, Kozhikode has stated that tariff for consumption upto 500 

units shall be the cost of hydel generation and fixed return only.   

Reply of KSEB Ltd 

2.11 KSEB Ltd in its reply stated that generation cost only part of the utility 

expenses.  The other expenses shall also be considered for tariff 

otherwise, there will be excess burden for other consumers and utility 

run the risk of business loss. 

Opinion of the Commission 

2.12 The argument that hydro generation is to be accounted only to domestic 

consumers is not tenable since such steps would increase cost to other 

consumers considerably.  However, benefit of lower tariff has been given 

to the domestic consumers as the present tariff structure reflects lower 

tariff for low consuming segments of the domestic consumers.  Thus the 

present tariff structure is designed to address the issue raised by the 

stakeholders. 

Cost of Small Hydro projects 

2.13 ChalakudiPuzha protection forum stated that foregoing hydro 

generation over imports is to be analysed.  The SHPs are not economical. 

Anakkayam, Pahassi Sagar, Peruvannamoozhi projects all have high 

capital cost.  Project proponents project high water availability but lack 

credible hydrological data.   Further generation in 2021-22 is to be 

enhanced to reduce the power purchase cost.   Shri. Jose Paul Koratty 

stated that stalled hydel projects should be handed over to private 

parties. Shri. Radhakrishnan stated that SHP expenses are above 200% of 

national average. 

Reply of KSEB Ltd 

2.14 KSEB Ltd stated that Peruvannamoozhi is tail race scheme using the tail 

water from Kuttiyadi HEP, KES and KAES, which has a PLF of 47%.  In the 

case of Anakkayam SHEP, it utilises the tail water of Sholayar HEP which 

is designed to run throughout the year.  The Pazhassi Sagar has PLF of 
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34%.  KSEB Ltd further stated that the projects which are stalled due to 

land acquisition and other contractual issues are being restarted.  

Opinion of the Commission 

2.15 KSEB Ltd has furnished the details of capital expenditure of SBU (G) 

projects for the control period. The Commission in the present 

proceedings has considered the provisional addition of assets for the 

control period.   Further, the asset additions for the year 2016-17 and 

2017-18 is also provisional. While approving the capital expenditure 

programme, project viability etc., would be considered in detail. 

Augmentation of internal hydro generation and renewable energy 

2.16 Shri Rajasekahran Nair, Thiruvananthapuram stated that KSEB Ltd is 

unwilling to take up hydro projects.  KSEB Pensioners Association in their 

comments stated that KSEB Ltd has to take immediate steps to augment 

internal power generation from conventional and non-conventional 

sources so as to achieve self sufficiency.  The possibility of converting the 

existing LSHS stations to gas based stations may be explored. Ms 

Prasanna Vasavan, Secretary BharathiyaJanatha Party stated that KSEB 

Ltd is not promoting any small projects instead large projects are being 

promoted.  Idukki, Palakkad and Kasaragod districts have wind potential 

and KSEB Ltd is neither implementing nor allowing private projects.  At 

present 72% of the energy distributed is purchased and imported, which 

is obstructing the generation within the State.   Shri. TT Emmanuel has 

also raised the issue that cost of power purchase is increasing and no 

long term solution is proposed for energy self sufficiency.   He also 

stated that there is no provision for 500 MW new Idukkiproject. 

Reply of KSEB Ltd 

2.17 KSEB Ltd in its reply stated that there is limited scope for conventional 

hydro and thermal projects because of environmental, land availability 

and other issues. Renewable energy generation has its own limitations.  

KSEB Ltd further stated that only preliminary studies have been initiated 

for new Idukki project.   
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Opinion of the Commission 

2.18 In this context, the Commission is of the view that as a distribution 

licensee, it is the responsibility of KSEB Ltd to procure or generate 

electricity at lowest cost,  for supplying to its consumers. The decision to 

initiate hydro projects or renewable projects would by and large depend 

on the project viability and the Commission in any case would adopt 

normative parameters for approval of such projects.  It is the 

responsibility of the licensee KSEB Ltd to propose projects after detailed 

study of its technical, economic and financial viability. 

O&M expenses 

2.19 KSEB Pensioners Association stated that O&M works shall be given its 

rightful importance and priority especially in the context of recent 

floods.  The O&M expenses shall be determined based on statutory 

requirements and industry standards.Apollo tyres stated that though 

there a study by IIM Kozhikode on the HR management of KSEB Ltd the 

same has not been implemented.  

2.20 Shri. K.R RadhakrishnanStated that employee cost and A&G costs are 

increasing exorbitantly.  Sri Lorance K.M. also stated that staff strength 

in KSEB Ltd is very high and the salary disbursements are to be 

computerised and establishment section in the office is to be removed. 

Shri.Shoufar Navas has stated that employee cost of KSEB Ltd is very 

high. Shri. P.P Antony stated that effective utilisation of manpower is 

required and excess employees are to be redeployed and the vehicle 

expenditure is high. M/s Nita Gelatin India Limited stated that pay 

revision proposed by KSEB Ltd should be reworked for the smooth 

working of the industry. Sri. Jose Paul Koratty Stated that no new 

appointments be made till KSEB is profitable.  At present no. of 

employees are in excess.   

Reply of KSEB Ltd 

2.21 In reply KSEB Ltd stated that they are in final stages of employee 

redeployment and restructuring. In the Tariff Regulations, O&M 

expenses are capped by adopting norms.  At present KSERC does not 

allow salary and benefits of about 5000 employees.  Business growth 

and consequent man power requirement are not considered for years. 
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KSEB Ltd stated that several steps are being taken to control employee 

costs and the report given by IIMK is being finalised. 

Opinion of the Commission 

2.22 The Commission consider the O&M expenses as controllable factors and 

accordingly had determined the O&M expenses based on norms. 

Normally the normative O&M expenses only is allowed to be passed on 

ǘƻ ǘƘŜ ŎƻƴǎǳƳŜǊǎΩ ǘŀǊƛŦŦΦ IŜƴce, it will act as an incentive/disincentive 

mechanism for cost control. 

Shortage of meters 

2.23 KSEB Pensioners Association stated that shortage of meters is a 

perennial issue in distribution. Metering is to be improved with state of 

art technology including smart meters.  The Democratic  Human Rights 

and environmental protection forum and Shri. C.K. Jayakumar, 

consultant stated that all street lights to be metered and prepaid meters 

to be introduced in all cities.  And tariff for single point supply to be 

introduced. Shri. P.M Varkey stated that  electricity theft cases are not 

seriously pursued by KSEB Ltd and the loss due theft is increasing. The 

Commission should undertake an enquiry in the matter. 

Reply of KSEB Ltd 

2.24 In reply to Shri. P.M.Varkey, KSEB Ltd stated that theft cases are being 

strongly monitored by APTS wing of KSEB Ltd.  At present electricity theft 

has been declined in the state.  

Opinion of the Commission 

2.25 This is an operational issue to be considered by KSEB Ltd 

Loss on Account of One Time Settlement  

2.26 Sri. N.S Alexander, stated that KSEB Ltd has suffered losses in OTS 

extended to Binani Zinc and Punalur Paper Mills.  According to him the 

Commission should examine such issues.  

Reply of KSEB Ltd 

2.27 In reply KSEB Ltd stated that OTS schemes are permissible under 

Regulations and implemented to clear long pending arrears. The 
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concessions to Punalur Paper Mills was a revival package of  the GoK. 

The calculation of CAG was incorrect and is mentioned in the audit reply.     

Opinion of the Commission 

2.28 The Regulations provides for claiming bad debts.  The Commission is also 

examining the actual write off during the truing up process and the same 

is being allowed only after prudence check. 

Arrears of electricity charges 

2.29 The KSEB Pensioners Association stated that KSEB Should take effective 

steps to collect mounting arrears from state government and related 

consumers.  In order to avoid and eliminate litigations in metering 

prepaid metering system should be implemented, which is more 

advantageous to consumers and licensee. Sri. K. Govindankutty stated 

that no action for realising the arrears have been taken by KSEB. 

2.30 Democratic Human Rights and Environmental Forum stated that KSEB 

Ltd has not complied with the orders of the Commission for furnishing 

quarterly reports of arrears collection since September 2013 arrears 

have increased to Rs.533 crore. wŜǎƛŘŜƴǘΩǎ !ǇŜȄ /ƻǳƴŎƛƭ ƻŦ YƻȊƘƛƪƻŘŜ 

stated that action should be initiated to collection of arrears.  Shri. 

Shoufar Navas has stated that the arrears are increasing.  

Reply of KSEB Ltd 

2.31 In reply on arrears, KSEB Ltd stated that report on arrears have been 

included in the quarterly performance reports.  A major portion of the 

arrears on account of dues from PSUs like KWA and other Government 

departments.  These are essential services against which drastic action 

cannot be taken.  Further prolonged litigation also affects recovery of 

arrears. Hence, one time settlement schemes are offered periodically. 

Opinion of the Commission 

2.32 While determining the tariff, the Commission takes into consideration 

the billed revenue and hence the consumers are insulated against the 

receivable.  However, there would be cash flow issues and consequent 

financing cost for the licensee, if the arrears are not properly managed.   

In the present order, the Commission had approved the collection 

efficiency of 98% for 2018-19 & 2019-20 and 99% for 2020-21 and 2021-
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22. The AT&C loss for the control period from2018-19 to 2021-22 is 

approved based on these parameters proposed by the licensee. 

Uniform implementation of rules and regulations 

2.33 The pensioners Association stated that there is a need for uniform 

adoption of rules and regulations by the licensee 

RPO 

2.34 The Kerala Renewable Energy Entrepreneurs and Promoters Association 

stated that KSEB Ltd shall minimise purchase of REC from open market 

and reallocate the amount of other capital investments   Further RPO 

obligation targets to be fixed to large commercial and industrial 

consumers in the State.   

2.35 Democratic Human Rights and Environmental Protection Forum stated 

that non conventional energy to be purchased is 5% as fixed by the 

Commission, but KSEB Ltd has not complied with it and the renewable 

energy generation is only 0.3% 

Reply of KSEB Ltd 

2.36 In this regard, KSEB Ltd stated that it has taken best efforts to meet the 

RPO and it is planning to meet RPO through competitive bidding route 

for RE sources. Tenders for 200MW solar power from IPPs and another 

200 MW from roof top plants are being prepared. Tender for 200MW 

wind power is also being prepared.  Thrissur Corporation Stated that 

KSEB Ltd is not pursuing the RPO properly.  ChalakudiPuzhaSamrakshana 

Samithi stated that more RPO should be promoted.  KSEB Engineers 

Association stated that aggressive solar penetration is not good for the 

grid.  Sri. Mata Amruthanandamayi Matt state that in order to meet 

RPO, participation of HT and EHT consumers can  be used and BOOT 

model PPA can be entered into with the consumers  KSEB Ltd further 

stated that already different projects and tenders for purchase of RE 

power has been initiated.  

Opinion of the Commission 

2.37 The Commission is of the view that KSEB Ltd has to meet the RPO as per 

the provisions of the Regulations and Tariff Policy.  However, purchase 
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from such projects should be strictly as per the guidelines issued by 

Government of India.    

Fixed cost of RGCCPP 

2.38 Travancore Cochin Chemicals requested that KSEB Ltd renegotiate the 

fixed charges to RGCCPP.   

Reply of KSEB Ltd 

2.39 In reply  KSEB Ltd has mentioned that since already the reduction in 

fixed cost has been approved by KSEB Ltd and there is no necessity to 

review that matter.   

Opinion of the Commission 

2.40 The Commission in the suomotu order on determination of tariff did not 

consider the fixed cost of RGCCPP and later, after the discussion with 

Government of Kerala, KSEB Ltd and  NTPC has reduced the fixed cost to 

Rs.200 crore.  The same is considered for the year 2018-19.  However, 

there is a provision in the latest agreement with NTPC for review of 

these fixed charges in 2018-19.  KSEB Ltd must utilise this clause and 

should initiate steps for negotiation with NTPC to bring down the fixed 

costs further since the period of PPA is not over.   

Master trust for Pensions 

2.41 The KSEB PensionerΩs Association stated that in 2015, State Government 

has created a Master Trust for meeting the unfunded liability of pension 

in KSEB and the same is not operational even now. Hence KSEB Ltd may 

be directed to make this fund fully operational without further delay. 

2.42 Travancore Cochin Chemicals stated that disallow Rs.372.9 crore 

additional interest for unfunded  master trust. Further liabilities prior to 

31-10-2013 is to be rejected. 

Reply of KSEB Ltd 

2.43 In reply KSEB Ltd stated that additional liability on the Master Trust is as 

per the actuarial valuation report. The liability prior to 31-10-2013 has 

not been taken over by any agency.   
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Opinion of the Commission 

2.44 Based on the details furnished by KSEB Ltd, the Commission is of the 

view that the Master Trust is not working as envisaged. KSEB Ltd stated 

that they will takeup the matter with the Government for finalising the 

arrangement for funding. Since the issue involves funding for payment of 

pension and other retirement benefits to KSEB Ltd retirees, the 

Commission will take up separate proceeding to examine the working of 

the Master Trust shortly. 

Distribution 

2.45 Shri Shoufar Navas stated that losses of KSEB Ltd in the petition has been 

inflated.  The benefits of the Uday Scheme is not shown in the petition.  

The T&D loss in KSEB Ltd is very high.   The power purchase cost is very 

high even with plenty of rains. 

Reply of KSEB Ltd 

2.46 In reply KSEB Ltd stated that the accounts of KSEB Ltd are audited by 

several agencies.  The projections are based on audited accounts.  KSEB 

Ltd has signed the technical part of the Uday scheme only. The power 

purchase cost is based on the PPA and it is independent of hydro 

generation.  

 

Tariff Related issues 

a. On Domestic Tariff 

2.47 General Secretary, Federation of Residents Associations, 

Thiruvananthapuram (FRAT) submitted that, if KSEB Ltd could recover 

the arrears amounting to Rs 2500.00 crore, the present proposal of KSEB 

Ltd for tariff revision could have been avoided. He requested to reject 

the tariff proposal of KSEB Ltd. General Secretary, Residents 

!ǎǎƻŎƛŀǘƛƻƴΩǎ /ƻ-ordination Council (RACCO) submitted that, the 

proposal to increase domestic tariff may not be allowed. Residents Apex 

Council, Kozhikode requested not to increase the fixed charges of 

domestic consumers 

2.48 Sri. DejoKappan, President, democratic human rights and environment 

protection forum submitted that, the proposal of the KSEB Ltd to 
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increase the tariff of the  low income groups and subsidised consumers 

and,  to reduce the tariff of the high income group is against the policy 

mandate of the  Left Democratic Government. He further submitted 

that, KSEB Ltd is not taking any steps to collect the arrears from private 

consumers.  

2.49 Sri. N. S, Alexander, Nadackal house, Puliyannor P.O, Kottayam district, 

submitted that, KSEB Ltd has not taking any steps to reduce their 

expenditure and to collect the arrears from consumers.  

2.50 Many individual consumers also raised concern on the increase in tariff 

proposed by KSEB Ltd for domestic categories. 

Reply of KSEB Ltd 

2.51 Domestic tariff does not reflect the actual cost of supply. The tariff had 

been kept low in the past for avoiding tariff shock.  As per the provisions 

of the EA-2003 the tariff of all categories of consumers should reflect the 

actual cost of supply. Further as per the provisions of the Tariff Policy 

notified by the Central Government, the tariff of all categories of 

consumers shall be within +_20% of the average cost of supply. There is 

huge accrued gap since the tariff of domestic and similar categories are 

kept much lower compared to the average cost of suppluy. 

Opinion of the Commission 

2.52 The Commission has examined the anxiety and demand expressed by 

the domestic consumers. Kerala State Electricity Regulatory Commission 

is a quasi judicial body functioning as per the provisions of the Electricity 

Act, 2003. As per the provisions of the Electricity Act, 2003, the tariff 

should progressively reflect the cost of supply of electricity. As per the 

Tariff Policy 2016 notified by the Central Government, the tariff of all 

categories of consumers shall be brought within +_ 20% of the average 

cost of electricity. Further, as per the Section 86(4) of the Electricity Act, 

2003, the Commission shall be guided by the Tariff Policy, while 

discharging its functions. Aǎ ǇŜǊ ǘƘŜ ǾŀǊƛƻǳǎ ƧǳŘƎƳŜƴǘǎ ƻŦ ǘƘŜ IƻƴΩōƭŜ 

APTEL, the cross subsidy of the subsidising categories cannot be 

increased and the subsidy level of the subsidised categories cannot be 

decreased. The cost coverage of the domestic category at the pre-

revised tariff order dated 17.04.2017 is about 74% only. Since then, the 
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average cost of supply has increased by about 10%. Considering all these 

factors, the Commission has proposed an increase of about 10% in 

overall tariff of the domestic category as against about 15% increase in 

tariff proposed by KSEB Ltd. 

2.53 The Commission has also examined the contention of the stakeholders 

that, the present tariff revision can be avoided if KSEB could collect the 

arrears outstanding amounts to more than Rs 2500.00 crores. This is not 

correct. KSEB Ltd maintains its accounts on accrual basis and not on cash 

basis. The Commission also determines the ARR and tariff on accrual 

basis. Thus, the recovery of outstanding dues by KSEB Ltd cannot be 

treated as income in the ARR for the year in which arrear is collected. In 

accrual based accounting system, the charges are recognized as income 

once the bills are raised.   In other words, all the arrears of electricity 

charges of KSEB Ltd have already been treated as income for the year in 

which the corresponding demand was raised and the revenue gap is 

worked out in each year, based on the expenditure over and above such 

income on accrual basis. Hence the arrears cannot again be reckoned as 

income when the same is collected during subsequent years.   

2.54 The Commission also fixes the tariff based on the accounts compiled on 

accrual basis. Treating the realization of arrears as an income would 

amount to double counting of income,  first  when the bills are raised 

and the second  when the arrears are realized. Therefore, the arrears 

shown in the accounts of the KSEB Ltd which have already been 

considered as income when the bills were raised by KSEB Ltd cannot be 

treated as income again on realization. It is true that the non-realization 

of old dues leaves the utility cash starved with no option but to resort to 

short term borrowing or withholding payment of dues resulting in 

creation of liabilities. Hence while the realization of arrears would 

definitely improve the financial position of the KSEB Ltd, can in no way 

be treated as income.  

 

b. LT Industrial tariff 

2.55 The Kerala Small Scale Industries Association requested that, the fixed 

charges of the small scale industries may be kept unchanged. The 
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Association also requested to increase the limit of contract demand from 

100 kVA to 150 kVA. 

2.56 ¢ƘŜ YŜǊŀƭŀ {ǘŀǘŜ {Ƴŀƭƭ {ŎŀƭŜ wƛŎŜΣ ŦƭƻǳǊ ŀƴŘ hƛƭ aƛƭƭŜǊΩǎ !ǎǎƻŎƛŀǘƛƻƴ 

requested the reduction in fixed charges approved for LT Industrial 

consumers having connected load less than 10 KW may be continued. 

The Palakkad district Rice and Flour and Oil Mini Millers Association, and 

the Kerala SamsthanaCherukida Rice, Flour & Oil Millers Association,  

also requested to not to increase the fixed charge of LT Industrial 

consumers. 

2.57 KSSIA Ernakulam unit submitted that,  the daily electricity use of the  

small industries is limited to 8 hours only, hence the fixed charge may be 

reduced to 1/3rd. 

2.58 Kerala Small Scale Industrialists Federation requested that, since the 

consumers are paying all expenses incurred for power connection, the 

fixed charges may be withdrawn. 

2.59 Kerala State Ice Manufacturers Association requested that, they cannot 

survive an increase in electricity tariff, as they are already in crisis due to 

shortage of seafood and raw materials. 

2.60 Edayar Small Scale Industries Association submitted that, the proposed 

fixed charges may not be allowed. Amendment to the Supply Code, 2014 

may be done to enhance the connected load at LT from 100 kVA to 150 

kVA.  

2.61 Many individual consumers also raised serious concern on the excessive 

increase in fixed charges proposed by KSEB Ltd. 

Reply of KSEB Ltd 

2.62 Fixed Charges shall reflect fixed cost incurred by utility.  At  present the 

fixed charges, does not cover such expenses. The FC needs to be revised 

to reflect the correct price signal. 

Opinion of the Commission 

2.63 The Commission examined the comments and suggestions by the 

various stakeholders regarding the increase in tariff proposed for LT-IV 

Industries by KSEB Ltd. The Commission cannot agree with the request 

of the certain consumers to completely eliminate the fixed charge for LT 

industrial consumers having connected load less than 10 KW. However, 
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considering the difficulties faced by the various rice and flour mills  as 

pointed out by the Rice Mill Owners Association and other small scale 

consumers, and considering the importance of such small ventures in 

the overall economy of the State ,  the Commission has decided not to 

substantially increase the fixed charges for LT Industrial consumers 

having connected load up to 20 KW.   However, considering the increase 

in cost of supply of KSEB Ltd due to increase in cost of power purchase 

and inflation, the Commission decided to increase marginally the energy 

charges for small scale industries also. The details of the tariff approved 

for LT-IV (A) Industrial consumers are discussed in Chapter-6 of this 

order. 

2.64 As per the Regulation 8 of the Kerala Electricity Supply Code, 2014, the 

maximum load that can be connected at LT is specified as 100 kVA. Since 

the amendment to the Kerala Electricity Supply Code 2014 is in progress, 

this demand to enhance the limit of maximum load can be connected at 

LT from 100 kVA to 150 kVA stands referred to the Committee 

constituted for this purpose. 

c. HT & EHT Industrial tariff 

2.65 The Keralŀ I¢ϧ 9I¢ LƴŘǳǎǘǊƛŀƭ 9ƭŜŎǘǊƛŎƛǘȅ /ƻƴǎǳƳŜǊΩǎ !ǎǎƻŎƛŀǘƛƻƴ όƘŜǊŜƛƴ 

after referred as HT&EHT Association) submitted that, with the proposed 

excessive increase in fixed charge, the HT&EHT consumers have to pay 

higher fixed charge to the DISCOM  without consuming any power as 

and when they avail open access. KSEB Ltd proposed to recover 40% of 

its costs through fixed cost. The HT&EHT association further submitted 

that, the revision in fixed charge as proposed by KSEB Ltd is abnormally 

high and would result in already cross-subsidising HT&EHT consumers 

severely. 

2.66 M/s GTN Textiles submitted that, the increase infixed charge proposed 

by KSEB Ltd may take away the flexibility of the unit to curtail production 

during the periods when the demand for its products is weak. In the 

primary and secondary manufacturing sector, income shows declining 

trend from 2011 to 2017 by 15%. This will worsen with the proposed 

increase in electricity tariff by KSEB Ltd. 
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2.67 FACT submitted that, the financial impact on them, at the proposed 

tariff by KSEB Ltd is about Rs 7.00 crore per annum. The Southern India 

Mills Association submitted that, at present the demand charge is fixed 

by the KSEB Ltd to cover the cost of the infrastructure facilities. The 

standing council of trade unions, Ernakulam submitted that, the 

proposed increase in demand charge is to limit the open access 

consumption by industries. Hence the proposed increase in demand 

charge may not be allowed. 

2.68 The management and trade unions of M/s Hindustan News Print Ltd 

(HNL) submitted that, the proposed increase would result in an 

additional burden of Rs 12.00 crore per annum to M/s HNL. The average 

maximum demand charge in India is Rs 250/kVA, where as the present 

demand charge in Kerala is Rs 290.000/kVA. 

2.69 M/s AppolloTyres,   M/s PATSPIN Ltd, trade unions of Appollo Tyres, 

Travancore Cochin Chemicals Ltd (TCC), Sri. V.D. Satheesan, MLA, TCC 

employee unions etc opposed the proposed excessive increase in 

demand charges.  

Opinion of the Commission 

2.70 The Commission has carefully considered the representations and 

concern raised by the HT&EHT Industrial consumers. While determining 

the tariff for the control period, the Commission has duly considered the 

different views and not approved the excessive increase in demand 

charge as proposed by KSEB Ltd for various categories of consumers 

including HT&EHT industrial consumers, which are explained in detail 

under Chapter-6 of this Order.  

2.71 The  average tariff of the HT&EHT Industrial  consumers as per the pre-

revised tariff approved vide the order dated 17.04.2017 is less than 

+120% of the average cost of supply. Further, as explained in Chapter-6, 

the average cost of supply  during the first year of the control period 

2018-19 has increased by about 10% over last revision in 17.04.2017. 

The Commission has to increase the tariff keeping in view this increase 

and also to recover the approved revenue gap. While doing so, the 

Commission is required to ensure that, the cross subsidy of the 

subsidising categories shall not increase further, and the subsidy of the 

subsidised categories shall not decrease further. Further, the 
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Commission has also to ensure that, the proposed increase in tariff 

would not result in tariff shock to the consumers.  

2.72 Considering all these factors and also as per the provisions of the 

Electricity Act, 2003, the Commission has approved an increase in the 

over all tariff of the HT&EHT industrial consumers of the State, as 

detailed under Chapter-6. While determining the tariff, the Commission 

has also ensured that, there is no increase in cross subsidy of the 

HT&EHT industrial consumers. 

d. Bulk supply tariff for small licensees 

2.73 M/s Infopark submitted that, the proposal to increase demand charges 

from Rs 300/kVA to Rs 800/kVA will adversely affect M/s Infopark and 

other small licensees. Further, the increase in demand charge proposed 

for HT-1 (B), the main consumers of the Infopark and other small 

licensees, is from Rs 300/kVA to Rs 450/kVA only. The difference 

between the demand charge of the BST and RST will results in further 

widening the revenue gap. 

2.74 Thrissur Corporation Electricity Demand (TCED) submitted that, the  

power purchase cost may be increase by Rs 7.51 crore where as the 

extra income expected by the proposed revision is about Rs 2.09 crore 

only. 

2.75 M/s Smart City, Kochi submitted that,  by the proposed BST, the cost of 

purchase may increase by 20%. The large difference between the 

proposed BST and RST of the IT and IT enabled services in LT and HT may 

have high impact on the development of the IT sector in Kerala. 

2.76 M/s Technopark submitted that, on account of the proposed BST and 

RST, the additional liability on them for the year 2019-20 would be about 

Rs 1.42 crore. 

Opinion of the Commission. 

2.77 The Commission has examined in detail the views and concerns raised by 

the small licensees on the Bulk Supply Tariff proposed by KSEB Ltd. As 

explained in detail under Chapter-6, the Commission has not agreed with 

the excessive increase in fixed charge/ demand charge proposed by KSEB 

Ltd without any justifiable reasons, for the various categories of 

consumers availing supply LT, HT and EHT, including the BST applicable 
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to small licensees. So the concerns raised by the small licensees 

regarding the increase in demand charge is addressed by the 

Commission.  

2.78 The Commission has revised the Retail Supply Tariff (RST) of all 

categories of consumers including the IT& IT enabled services availing 

supply at LT and HT. Since the Commission has been following uniform 

RST across the State, there will be additional revenue to the small 

licensees also at the approved RST. The Commission has assessed the 

additional revenue to each licensees at the approved tariff, and the 

existing BST of the small licensees has increased in proportion to the 

increase in additional revenue to the small licensees at the approved 

RST. So the concerns raised by the small licensees was addressed by the 

Commission in this tariff order. The details are given under Chapter-6 of 

this order.  

 

e. Tariff for educational institutions run by Centre for Professional 

and Advanced Studies (CPAS) 

2.79 Director, CPAS vide the letter dated requested before the Commission to 

allow the concessional tariff applicable to the Government / 

Government aided educational institutions to them. 

Opinion of the Commission 

2.80 As per the prevailing Tariff Order, Government/ Government aided 

educational institutions are categorised under LT-VI (A) tariff. The 

Commission cannot specify the appropriate tariff for each consumers in 

the State. KSEB Ltd and other licensees may categorise the consumers 

for charging electricity as per the Schedule and Terms and Conditions of 

Tariff notified by the Commission from time to time.  

 

f. Tariff for LBS centre for Science and Technology and its 
associated Institutions 

2.81 The Principal LBS Institute of Technology for Women, has requested 

before the Commission to provide electricity tariff for LBS centre for 

Science and Technology and its associated Institutions  on par with 

Government/ Aided colleges, inview of the Government order G.O (Ms) 

No. 251/2018 dated HEDN dated 15.10.2018. 
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Opinion of the Commission 

2.82 The Commission has examined the request as per the provisions of the 

Electricity Act-2003, Tariff Policy 2016 and the KSERC (Terms and 

Conditions for Determination of Tariff) Regulations, 2018. The 

Commission has noted that, in the case of the Government/ Aided 

educational institutions, all the expenses associated with the 

administration of the educational institutions are met by the 

Government from its exchequer.  

LBS Centre for Science and Technology is an autonomous body  

registered under the Travancore-Cochin Literary, Scientific and 

Charitable Societies Registration Act XII of 1955, established by 

Government of Kerala in 1976.  The administrative expenses of the 

autonomous bodies are not met by the State Government, though 

grants are provide by the Government to such institutions. The fees for 

the studying at LBS center is much higher than the that prevailing at 

similar Government/ Aided Educational Institutions. Hence it is not 

appropriate to equate the electricity tariff for LBS with that of 

Government / Aided Educational Institutions.  

Hence the Commission is of the view that , the electricity tariff 

applicable to the Government / Aided Educational Institutions cannot be 

extended to  the educational Institutions run by the autonomous bodies 

under the State Government. The request of the LBS centre is rejected. 

g.  Request to categorize Calicut International Airport under Industrial 

Tariff. 

2.83 The Airport Director, Calicut International Airport vide the letter dated 

29.11.2018 has requested to treat Calicut International Airport, at par 

with Industries for determining power tariff under HT-1 (A) instead of 

HT-II General- B tariff. 

Opinion of the Commission 

2.84 The Commission after duly considering the request has concluded that 

the airport cannot be treated as άindustryέ for tariff categorisation  

considering the composite use of electricity at airports.  The 

Commission, as per the Section 62(3) of the Electricity Act, 2003 and also 

Řǳƭȅ ŎƻƴǎƛŘŜǊƛƴƎ ǘƘŜ ƧǳŘƎƳŜƴǘǎ ƻŦ IƻƴΩōƭŜ !t¢9[ ƛƴ !ǇǇŜŀƭ bƻΦ млс 
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dated 26.02.2009  and the judgment dated 17.04.2013 in Appeal No. 42 

of 2012,  has been categorised the airport under EHT at EHT General-B 

and at HT at HT-II (B) category. The HT-II(B) and EHT-General (B) tariff 

are less than the commercial tariff at HT and EHT level, but higher than 

the respective Industrial tariff.  Hence the Commission declines the 

request of the Calicut International Airport. 

 

h. Tariff for banking activities of LIC and postal departments. 
2.85 KSEB Ltd submitted that, as per the prevailing tariff order dated 

17.04.2017, all offices of Department of Posts, all post offices including 

extra departmental (ED) post offices are categorised under LT-VI (B) 

tariff, insurance companies under LT-VI(F) tariff, whereas the banks and 

ATMs are categorised under LT-VI (C) Tariff. The postal departments and 

insurance companies diversified their activities by starting banking 

activities at certain branches and also setup ATM counters at such 

ōǊŀƴŎƘŜǎΦ IŜƴŎŜ Y{9. [ǘŘ ǊŜǉǳŜǎǘŜŘ ǘƻ ŎŀǘŜƎƻǊƛǎŜ ǘƘŜ ΨƻŦŦƛŎŜǎ ƻŦ 

ŘŜǇŀǊǘƳŜƴǘǎ ƻŦ ǇƻǎǘǎΩ ŀƴŘ ΨƛƴǎǳǊŀƴŎŜ ŎƻƳǇŀƴƛŜǎΩ ŜƴƎŀƎŜŘ ƛƴ ōŀƴƪƛƴƎ 

activities under LT VI(C) General category. 

Opinion of the Commission 

2.86 The Commission examined the proposal in detail. The Commission in the 

present order has decided to categorise the insurance companies under 

LT VI (C) tariff, at part with  the tariff applicable to banks. 

The Commission noted that, the volume of banking transactions at post 

offices are very small. Hence it is not appropriate to categorise offices of  

departments of posts/ post offices engaged in banking activities under 

LT-VI(C) tariff and accordingly the proposal of KSEB Ltd is rejected. 

However, the ATMs if any setup by the post offices shall be categorised 

under LT VI(C) tariff along with the ATMs of banks. 

 

i. Power factor incentives 

2.87 The Kerala I¢ϧ 9I¢ LƴŘǳǎǘǊƛŀƭ 9ƭŜŎǘǊƛŎƛǘȅ /ƻƴǎǳƳŜǊΩǎ !ǎǎƻŎƛŀǘƛƻƴ όƘŜǊŜƛƴ 

after referred as HT&EHT Association) and other HT& EHT consumers, 

vehemently opposed the proposal of the KSEB Ltd to reduce the power 

factor incentives and the disincentive proposed for PF below 0.95. The 

stakeholders also criticised the statement of the KSEB Ltd  that, the 
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existing consumers were already compensated for the investment made 

by them for PF improvement. 

Opinion of the Commission 

2.88 The Commission has examined the proposal of KSEB Ltd and the 

objections put forth by the stakeholders in detail. It is an undisputable 

fact that, PF should be improved and the consumers are required to take 

efforts to maintain unity power factor. If the PF is not maintained by the 

consumers, it will affect the power system of the distribution utility. 

 

2.89 As per the Central Electricity Authority (CEA), Technical Standards for 

Connectivity to the Grid) Regulations, 2007, para-2 under Part-IV 

specified that, the bulk consumer shall maintain PF at 0.95 or above. The 

relevant portion of the Regulation is extracted below. 

άнΦ wŜŀŎǘƛǾŜ tƻǿŜǊ ¢ƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƭƛŎŜƴǎŜŜǎ ǎƘŀƭƭϥ ǇǊƻǾƛŘŜ 

adequate reactive compensation to compensate the inductive 

reactive power requirement in their system so that they do not 

depend upon the grid for reactive power support. The power 

factor of the distribution system and bulk consumer shall not be 

ƭŜǎǎ ǘƘŀƴ лΦфрΦέ 

2.90 ¢ƘŜ ǎŀƛŘ wŜƎǳƭŀǘƛƻƴ ŀƭǎƻ ŘŜŦƛƴŜǎ ǘƘŜ Ψōǳƭƪ ŎƻƴǎǳƳŜǊΩ ŀǎ ǘƘŜ ŎƻƴǎǳƳŜǊǎ 

availing supply at 33 kV or above. Accordingly, all such  consumers of the 

State shall maintain a power factor not less than 0.95. As per the CEA 

Regulations, it is mandatory that, all bulk consumers has to maintain the 

PF at 0.95, however, there is no mandate for such consumers to 

maintain the PF above 0.95. Hence, the Commission is of the view that, 

proper incentive can be provided for those who maintain the PF above 

0.95 which helps thŜ ƭƛŎŜƴǎŜŜΩǎ ǎȅǎǘŜƳ. The Commission is of the view 

that there is no merit in the argument of the KSEB Ltd that, since the 

existing consumers are already compensated for the capacitors and 

other investments made for maintaining the power factor, there is no 

requirements for providing PF incentives.  

2.91 The  decision  of the Commission on PF incentive and di-incentive are 

detailed under Chapter-6 of this order. 
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j. Tariff for Kochi Metro Rail Corporation (KMRL) 

2.92 Kochi Metro Rail Limited (KMRL)  submitted that, the increase in power 

bill at the tariff  proposed by KSEB Ltd is about 11.00%. KMRL requested 

to reduce the demand charges and to retain the 110 kV tariff for 33 kV 

backup supply also. 

Opinion of the Commission 

2.93 The Commission noted the issue raised by KMRL. As explained earlier, 

the Commission has not accepted the increase in demand charge 

proposed by KSEB Ltd. The decision on the tariff applicable to KMRL is 

discussed under Chapter-6 of this order.   

 

k. Halcyon Charitable trust 

2.94 Halcyon Charitable Trust submitted that, they are serving the poor 

dialysis patients collecting only Rs 250/- per patient per dialysis. Hence 

they requested to change the category from LT-VI (G) to LT-VI(D). 

Opinion of the Commission 

2.95 The Commission, vide the Schedule and Terms and Conditions of Tariff 

notified from time to time, specified the class of consumers to be 

charged at LT-VI (D) tariff. The Commission cannot specify the applicable 

tariff of individual consumers. Hence, the center may approach the KSEB 

Ltd with necessary documents for classification under the appropriate 

tariff category.  

 

l. Tariff applicable for agriculture pumping without adequate land 
holdings. 

2.94  KSEB Ltd submitted that, presently, the minimum area prescribed by 
the Government for agriculture connection as per the Government 
order dated 06.11.2006 is as follows: 

 
(i)     Agriculture crops  - not less than 30 cents of which 75% of  

   the area to be used for cultivation. 
(ii)   Vegetables            - not less than 10 cents 
(iii) Betel vine             - not less than 5 cents. 

 
The consumers holding land as above are now being provided with LT V 
(A) Agriculture tariff. Presently, there is no uniformity across the State in 
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assigning tariff for consumers (for agriculture purpose) having their land 
holdings below the prescribed limit as specified above. Hence, KSEB 
requested  to categorise these group of consumers under LT IV (A) tariff, 
being motor/power load. 

 
Opinion of the Commission 
2.95 The Commission examined the proposal of KSEB Ltd.  As per the Section 

62(3) of the Electricity Act, 2003, the Commission is empowered to re-
categorise consumers based on the purpose of usage. The minimum 
land holding specified by the State Government, cannot be considered 
as a criterion for assigning agriculture tariff. If the licensee convinced 
that, the pumping water is for agriculture purpose, irrespective of the 
land holdings prescribed by the Government, agriculture tariff can be 
assigned to such consumers.  
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Chapter 3 

ARR&ERC of SBU-G for the control period 

Introduction: 

3.1 The provisions of the Regulations require, KSEB Ltd to furnish ARR&ERC 

for each year of the control period separately for Strategic Business Unit- 

Generation (SBU-G).  In their petition, KSEB Ltd has stated that the 

generation mix is comprised of hydro, thermal, solar and wind power 

stations with a total installed capacity of 2232.442MW as on 31-3-2018.  

Of the total installed capacity,  92.08% is hydro, 7.16% thermal (diesel) 

and the rest are solar and wind stations.   A summary of the source wise 

installed capacity  of generation sources of SBU-G  is given below: 

Table :3.1 

Source wise installed capacity of SBU-G as furnished by KSEB Ltd 

Source Generation (MU) Installed Capacity (MW) 

Hydel 5488.94 2055.75 

Thermal 1.86 159.96 

Wind  1.48 2.025 

Solar 13.45 14.707 

Total (Generation) 5505.73 2232.442 

 

3.2 The following sections deals with the analysis and decision on each of the 

items included in the ARR. 

Capital investment plan of SBU-G for the Control period: 

3.3 KSEB Ltd,  along with the petition for approval of ARR, ERC and Tariff 

ǇŜǘƛǘƛƻƴΣ Ƙŀǎ ŀƭǎƻ ŦƛƭŜŘ ǘƘŜ Ψ/ŀǇƛǘŀƭ LƴǾŜǎǘƳŜƴǘ tƭŀƴΩ  for the Strategic 

Business Units of Generation, Transmission and Distribution, and the 

assets put in use in each of the above Strategic Business Units so as to 

approve the interest on capital liabilities, depreciation and O&M expenses 

of the SBUs. The total Gross Fixed Asset Addition proposed during the 

MYT period is Rs 15113.08 crore. 

3.4 The Commission has conducted a preliminary examination of the details 

submitted by KSEB Ltd, and  noted that, the total Gross Fixed Assets of 

KSEB Ltd as on 31.03.2018 is only about Rs 18, 500.00 crore excluding the 

cost of re-valued assets. It means that, the GFA addition proposed in the 
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four year control period is about 82% of the total GFA created by KSEB/ 

KSEB Ltd, since its existence in the year 1957 till 31.03.2018 

 

3.5 Considering the huge investments proposed by KSEB Ltd in the four year 

period of the MYT, the Commission has decided to evaluate the 

investment proposal in Generation, Transmission and Distribution Units, 

separately through public consultation process, and to conduct prudence 

check on the investment proposals. The Commission may issue a public 

notice on the same for the information of the stakeholders separately. 

 

3.6 However, as part of the determination of the ARR and Tariff for the 

current control period, the Commission has decided to provisionally adopt 

a reasonable level of asset addition for providing interest on debt, 

depreciation and O&M expenses, for the assets expected to put in use. 

Based on the details submitted by KSEB Ltd, and the progress of the 

capital investments made so far, and other information submitted by 

KSEB Ltd, the Commission provisionally approves the following GFA 

addition, for the purposes of providing the interest on loan, depreciation 

and O&M expenses as part of approving the ARR.    Its further details are 

given under  Annexure-L± ƻŦ ǘƘƛǎ ƻǊŘŜǊ ŀǎ ΨbƻǘŜ ƻƴ /ŀǇƛǘŀƭ LƴǾŜǎǘƳŜƴǘ 

ǇƭŀƴΩΦ 

Table: 3.2 

Asset addition plan provisionally approved for the control period for SBU-G 

Sl No Particulars 2018-19 2019-20 2020-21 2021-22 Total 

1 New Hydel projects 0.00 0.00 53.03 42.42 95.45 

2 Renovation & Modernisation New   12.22     12.22 

3 Solar new   57.51     57.51 

4 Ongoing Hydel projects 65.79 354.94 278.30 111.34 810.37 

5 RMU- Ongoing   20.40 252.26   272.66 

6 Others - DRIP etc   3.00 10.00   13.00 

  Total 65.79 448.07 593.59 153.76 1261.21 

 

3.7 It is reiterated that this GFA addition approval is strictly provisional as 

indicated  above and is only for estimating the ARR of each of the SBUs of 

KSEB Ltd.  This does not mean that, the Commission has approved the 

GFA addition as above or dis-allowed the balance portion of the GFA 
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addition out of the total GFA addition proposed. As clearly stated earlier, 

the Commission shall separately examine for consideration and approval 

the capital investment in generation, transmission and distribution, 

through public consultation process and prudence check. The GFA so 

approved shall only be considered  while truing up of the accounts of 

KSEB Ltd in each year of the control period. 

Estimation of generation availability: 

3.8 KSEB Ltd in their petition has estimated the energy availability for the 

control period from their hydro stations based on the historical water 

inflow data. The 10 year average water inflow data for the major 

reservoirs namely Idukki, Pamba, Kakki, Kuttiyad and Idamalayar are 

taken for estimation of energy availability from major stations and the 

generation for small hydro stations which do not have significant storage 

capacity is assessed for monsoon months only.  On this basis, KSEB Ltd has 

estimated the hydro generation for the control period as follows : 

Table: 3.3 

Estimate of hydro generation from existing hydro sources by SBU-G 

Year Generation MU 

2018-19 7881.25 

2019-20 6925.93 

2020-21 6375.06 

2021-22 6131.19 

 

3.9 KSEB Ltd further stated that the actual generation from hydro plants will 

be regulated based on the energy demand and peak demand, availability 

of power from CGS, LTA, traders, energy exchange and short term 

markets etc.  The actual scheduling of hydro stations, according to KSEB 

Ltd,  will be based on the following principles : 

ά 1.During the monsoon months from June to November, run-of-the-river plants 

and small hydro stations will be operated continuously to avoid spillage of 

water.  

2. The scheduling of storage plants like Idukki, Sabarigiri etc will be limited to 

peak hours during the monsoon months so as to store the maximum water 

for generation, irrigation, drinking and Industrial purposes, salinity control 

etc during the summer months. 
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3. The annual maintenance works of the run-of-the-river and small hydro 

stations will be  scheduled during the summer months so as to ensure their 

availability  for generation during monsoon months.  

4. On the contrary, for storage plants, the annual maintenance are scheduled 

during the monsoon months will be ensuring their availability during the 

summer months.   

5. Buffer storage of water will be maintained in the major reservoirs in the 

beginning of June, to meet the contingencies of delayed monsoon. The 

month wise generation of plants will be scheduled by considering the above 

aspect.έ 

3.10 Hence, the targets proposed for generation is to be considered as 

tentative.    Regarding the drawal of power from thermal stations, KSEB 

Ltd has stated that because of the high variable costs of power from its 

two thermal stations viz., KDPP and BDPP, no generation is proposed for 

the control period. However, scheduling of these plants may be resorted 

to only in the case of contingency. 

3.11 As per the petition, as on 31-3-2018, SBU-G  has an installed capacity of 

14.707MW from solar plants with an annual generation of about 

13.45MU considering  a PLF of 16%. Further, new solar plants are also 

proposed to be added to the system during the control period.  The 

estimated additional installed capacity and generation expected from the 

solar plants of KSEB Ltd as per the petition are as shown below: 

Table : 3.4 

Expected generation from solar stations as per the petition 

Year Generation expected (MU) 

Upto 31-3-2018 13.45 

2018-19 14.96 

2019-20 42.61 

2020-21 47.60 

2021-22 47.60 

 

3.12 Regarding its wind projects, KSEB Ltd stated that the total installed 

capacity is 2.025MW and the generation expected is 1.5MU.  
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Auxiliary consumption and energy availability for the control period 

3.13 In their petition, KSEB Ltd stated that, auxiliary consumption for their 

existing and new generating stations are proposed as per the Regulation 

and ranges from 0.7% to 1.2% based on the type of plants and excitation 

system.  Based on this, the auxiliary consumption for the hydro plants is 

estimated to  be 66.8 MU to 82.46 MU for the control period.  The total 

generation from own plants of SBU-G including hydro, wind and solar 

stations as per the petition is as shown below: 

 
Table : 3.5 

Estimated generation from hydro stations including ongoing hydro stations during 
the control period 

Year 
Gross Hydel  

available(MU) 

Aux.  

Consumption 

(MU) 

Net Hydel 

Available(MU) 

Solar  

(MU) 

Wind 

(MU) 

Aux.  

Cons 

wind + 

thermal 

Net 

generation 

from Solar 

& Wind 

Total Net 

Generation 

Available 

(MU) 

(1) (2) (3) (4)=(2-3) (5) (6) (7) (8)=5+6-7 9=4+8 

2018-19 7,886.45 82.46 7,803.99 14.96 1.79 1.21  15.54  7,819.52 

2019-20 6,998.42 72.67 6,925.75 42.61 2.04 1.22  43.43  6,969.18 

2020-21 6,564.44 67.86 6,496.58 47.60 2.08 1.22  48.46  6,545.04 

2021-22 6,471.77 66.80 6,404.97 47.60 1.79 1.21  48.17  6,453.14 

 

Comments of the stakeholders 

3.14 The HT-EHT Association as part of their objections estimated  the 

availability from hydel generation for the year 2018-19 at 8022.91MU 

based on the actual generation of 5381MU upto October 2018,  the 

storage as on 31-10-2018  and the average water inflow from November 

to May.  According to the Association, there will be an additional 

availability of 523.08MU for the four years of control period as per their  

estimation.  KSEB Officers Association stated that, the investment in 

generation sector by KSEB Ltd is low, which is not good.   

3.15 Along with the reply to the comments of the Association, KSEB Ltd 

furnished revised projections for the control period taking into 

consideration  20 year moving average  inflow instead of 10 year moving 

average given in the petition. The revised projections were resorted to 

for moderating the impact of two consecutive drought years in the data 

set.    
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3.16 Sri. NS Alexander stated that KSEB Ltd has incurred time and cost over 

run in many hydel projects and the Commission should look into such 

increase in costs.   Though KSEB Ltd has paid the cost of afforestation to 

Kerala Forest Department, no work has been done yet.   Sri. N S 

Alexander commented that instead of investing generating projects with 

long gestation periods, KSEB Ltd should establish solar projects.  In reply, 

KSEB Ltd furnished project wise progress of ongoing and proposed 

projects.    

3.17 Friends of Electricity employees and consumers (FEEC) in their 

comments stated that the delay in completion of projects is due to lack 

of decision making at appropriate time.  It is better to implement the 

solar projects than hydro projects considering the delay in 

commissioning of projects. Considering the ambitious targets fixed by 

Government of India for renewable energy, the target of KSEB Ltd is very 

small.   

3.18 Many employee unions such as  Standing Council of Trade Unions, HNL, 

TELK employees union, Premier Tyres Workers Union, Premier Tyres 

Workers Association, Premier Tyres Employees Union, TCC Employees 

Association and Unions, PTL enterprises Limited, HIL Officers 

Association,  HIL employees a joint trade Union council, HNL employees 

Association, Hindalco Joint Trade Unions, Kerala News Print Employees 

Union, Hindustan Paper Corporation employees association, HOC joint 

Trade Union, GTN Textiles, Travancore Cochin Chemicals, District Textile 

Mill workers Union, Palakkad district Textile Mazdoor Sangam, Patspin 

India limited employees Association  have raised the issue that the KSEB 

Ltd has received the benefit of copious rain, which should be sufficient 

to raise additional revenue.  It is strange that even with sufficient and 

more water, KSEB Ltd had proposed tariff revision.  

3.19 The Democratic Human Rights and environmental protection forum 

stated that  KSEB Ltd has received excess water for generating Rs.200 

crore of power and refuse to transfer the benefits. There was improper 

management of dams during the floods.  Shri Radhakrishnan stated that 

Kerala had best rainfall in recent past and KSEB Ltd failed in utilising the 

natural resources. Confederation and Indian Industries suggestedthat 
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projection of generation from own hydel generation is to be evaluated 

by an independent committee.   CII also stated that the rate assumed for 

sale outside the State is lower than industrial tariff.  

3.20 In reply to the above comments, KSEB Ltd stated that only 30% of the 

demand is met from hydro sources and 70% of the demand is met from 

imports.  There is increase in cost on account of imports. Moreover, the 

increased generation and additional revenue through outside state sales 

has been considered in the petition.  The external sale depends not only 

on reservoir level but on number of other factors.  Benefit of external 

sale is passed on to the consumers.  The rate of external sales and the 

consumer tariff cannot be compared since the price of external sale is 

determined by the prevailing market. 

3.21 KSEB Ltd has accounted complete water inflow in the generation plan for 

the control period and entire generation is accounted.  The 

unprecedented  rainfall forced opening of dams and these dams did not 

have the capacity to hold the entire flood water and are not to built for 

controlling floods.  Central Water Commission in its official report on 

floods in Kerala has already concluded that allegations of dam 

management are baseless.    

3.22 ChalakudiPuzha protection forum stated that there should be an analysis 

of the internal hydro generation and the imports.  The SHPs are not 

economical. Anakkayam, Pahassi Sagar, Peruvannamoozhi projects have 

high capital cost.  Proponents these projects estimated high water 

availability based on unreliable hydrological data.   According the the 

Forum, generation in 2021-22 is to be enhanced to reduce the power 

purchase cost.  

3.23 The Democratic Human Rights and environmental protection forum 

stated that KSEB cites financial burden of power purchase cost from 

outside the state as the reason for tariff hike.  However no steps are 

taken to achieve self sufficiency in power generation and till date no 

projects have been completed in time leading to cost escalation.  Sri. 

Shoufar Navas has stated that many power projects are stalled and 

alternate source of power is not explored. 
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3.24 In reply KSEB Ltd stated that power purchase cost is one of the expense 

of the Utility.  Economically viable projects are limited in the State and 

the projects are delayed due to issues relating to  land acquisition and 

forest clearance, geological surprises, contractor related issues etc.,.  

These issues are not  fully under the control of KSEB Ltd. KSEB Ltd has 

taken all steps to commission the projects on time. Regarding excess 

cost of SHPs, KSEB Ltd stated that Peruvannamoozhi is tail race scheme 

using the water from Kuttiyadi HEP, KES and KAES, which has a PLF of 

47%.  The Anakkayam SHEP utilises tail water of Sholarar HEP which is 

designed to run through out the year.  The Pazhassi Sagar has PLF of 

34%. 

3.25 Sri Rajasekahran Nair, Thiruvananthapruam stated that KSEB Ltd is 

unwilling to take up hydro projects KSEB Pensioners Association in their 

comments stated that KSEB Ltd has to take immediate steps to augment 

internal power generation from conventional and non-conventional 

sources so as to achieve self sufficiency.  The possibility of converting the 

existing LSHS stations to gas based stations may be explored. Shri. Jose 

Paul Koratty stated that  stalled hydel projects should be handed over to 

private parties. Shri. Radhakrishnan stated that  SHP expenses are above 

200% of national average In reply KSEB Ltd denied the existence of such 

issues and stated that projects are stalled due to land acquisition and 

other contractual issues.  

3.26 Ms Prasanna Vasavan, Secretary BharathiyaJanatha Party stated that 

KSEB Ltd is not promoting any small projects but large projects are being 

promoted.  Idukki, Palakkad and Kasaragod districts have wind potential 

and KSEB Ltd is neither implementing nor allowing private developers to 

establish projects.  At present 72% of the energy distributed is 

purchased or imported, which is a reason for sluggish growth of 

generation within the State.   Shri. TT Emmanuel has also raised the issue 

of increase in cost of power purchase. According to him no long term 

solution is proposed for energy self sufficiency.   He also stated that  

KSEB Ltd has not given any provision for the proposed 500 MW new 

Idukki   project. 
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3.27 KSEB Ltd in its reply stated that there is limited scope for conventional 

hydro and thermal projects in the State because of environmental 

issued, limited land availability and other issues. Renewable energy 

generation has its own limitations.  KSEB Ltd further stated that only 

preliminary studies have been conducted for new Idukki project.   

 

3.28 KSEB Engineers Association stated that project wise financial data is not 

available. Sri Lorance, KM stated that domestic consumer is to be 

allowed to enjoy cheap hydro power.   Kerala Jana Vedhi State 

Committee, Kozhikode has stated that tariff for consumption upto 500 

units shall be determined based on the cost of hydel generation.  In reply 

KSEB Ltd stated that generation cost form only part of the utility 

expenses.  The other expenses shall also be considered for determining 

the tariff.  

Analysis and decision of the Commission 

3.29 The Commission has considered the comments of the stakeholders and 

reply of KSEB Ltd.  The Commission has noted that Y{{9. [ǘŘΩǎ  

estimation of the hydro generation  Ltd has certain limitations.  KSEB Ltd 

has used the 10 year historical inflow details for projecting the 

generation for the control period.   The projections of own generation of 

KSEB Ltd included generation from Maniyar and Kuthungal projects 

(about 59 MU), which are captive projects.  During the clarification 

ǎŜǎǎƛƻƴǎ ǿƛǘƘ Y{9. [ǘŘ ƘŜƭŘ ƛƴ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ƻŦŦƛŎŜΣ ǘƘŜ ƛǎǎǳŜǎ 

regarding the projections of KSEB Ltd were discussed.  KSEB Ltd 

thereafter, revised their hydro projections vide letters dated 7-12-2018 

and 15-12-2018.  In their revised hydro generations for the year 2018-

19, KSEB Ltd has used the actual generation upto November 2018 and 

the expected generation for the rest of the  year based on the average 

inflow.  The generation for the rest of the control period was estimated 

based on inflow data of 20 years. A comparison of the original and 

revised estimates of hydro generation furnished by KSEB Ltd is shown 

below: 
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Table : 3.6 

Comparison of the hydro projections by KSEB Ltd 

 

Initial projections 10year  

(MU) 

Revised projections 20 year 

(MU) 

 

Existing 

hydro 

Ongoing 

Hydro 
Total 

Existing 

hydro 

Ongoing 

Hydro 
Total 

2018-19 7,881.25 5.19 7,886.44 7,884.28 3.46 7887.75 

2019-20 6,925.93 72.49 6,998.42 6,925.93 72.49 6,998.42 

2020-21 6,375.05 189.37 6,564.42 6,677.02 189.38 6,866.40 

2021-22 6,131.18 340.58 6,471.76 6,687.40 340.58 7,027.99 

 

3.30 The Commission has examined the revised figures and noticed that SBU-

G has since removed the generation from the captive hydro projects and 

substantially revised the energy availability in the last two years of the 

control period. The generation from new small hydro projects is 

considered in the month in which the project is proposed to be 

commissioned.  The details of the revised projections of KSEB Ltd are as 

shown below: 

Table : 3.7 

Generation from hydro sources  as projected by KSEB Ltd 

 
2018-19 2019-20 2020-21 2021-22 

 (MU) (MU) (MU) (MU) 

Existing large hydro 7,752.71 6,726.39 6,510.99 6,506.13 

Existing small hydro 131.58 199.54 166.04 181.27 

Ongoing and new hydro 
    

Kakkayam 3.46 10.39 10.39 10.39 

Boothathenkettu 
 

48.71 83.50 83.50 

Upper Kallar 
 

2.14 5.14 5.14 

Porigalkuthu AES 
 

11.25 45.02 45.02 

Chathankottunada 
  

11.07 14.76 

Pazhassi Sagar 
  

9.51 22.83 

Thottiyar HES 
  

24.75 99.00 

Peruvanamuzhi 
   

21.48 

Pallivasal Ext Scheme 
   

38.48 

Subtotal-new and ongoing 3.46 72.49 189.38 340.58 

Total 7887.75 6,998.42 6,866.40 7,027.99 

 

3.31 As mentioned in earlier sections, the Commission has revised the capital 

expenditure proposed by KSEB Ltd and the asset addition for the control 

period.  Accordingly, some of the hydro generation stations proposed to 
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have been commissioned as per the schedule given by KSEB Ltd are 

shifted to subsequent years based on the details and progress of work 

furnished by KSEB Ltd.  Hence, the expected generation from such 

stations are also to be adjusted accordingly.  

3.32 The auxiliary consumption of the existing generating stations have been 

specified in Regulation 41(2) and that of small hydro stations as per the 

KSERC (Renewable energy) Regulations.  Accordingly, the auxiliary 

consumption of various stations are as shown below.   

Table : 3.8 

Auxiliary consumption (%) as per Regulations 

 
Stations Type of station 

Excitation 

system 

Aux Cons.  

(%) 

1 Kuttiady+KES surface hydro Rotating 0.70 

2 Poringal surface hydro brushless 1.00 

3 PLBE surface hydro brushless 1.00 

4 Sholayar surface hydro brushless 1.00 

5 EDMR surface hydro Static 1.00 

6 Pallivasal surface hydro brushless 1.00 

7 Sengulam surface hydro Static 1.00 

8 Panniar surface hydro Static 1.00 

9 NLM surface hydro Static 1.00 

10 LP surface hydro Static 1.00 

11 Idukki Underground Static 1.20 

12 Sabarigiri surface hydro Static 1.00 

13 Kakkad surface hydro Rotating 0.70 

14 Small Hydro projects surface hydro Static 1.00 

 

3.33 Considering the estimates given by KSEB Ltd and the proposed 

commissioning of the projects, the approved generation from hydro 

stations for the control period as per the estimates of the Commission is 

as shown below:   
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Table : 3.9 
Hydro generation approved for the control period 

 2018-19 2019-20 2020-21 2021-22 

 Gross 
Generation 

(MU) 

Aux. 
consum-

ption 
(MU) 

Gross 
Generation 

(MU) 

Auxiliary 
consum-

ption 
(MU) 

Gross 
Generation 

(MU) 

Auxiliary 
consump-
tion (MU) 

Gross 
Generation 

(MU) 

Auxiliary 
consump-
tion (MU) 

Existing large 

hydro 
7,536.76 78.53 6,503.17 67.41 6,294.28 65.03 6,279.15 64.68 

Existing small 

hydro 
347.53 3.48 422.76 4.23 382.74 3.83 408.25 4.08 

Ongoing and new 

hydro 
        

Kakkayam 5.19 0.05 10.39 0.10 10.39 0.10 10.39 0.10 

Boothathenkettu   48.71 0.49 83.50 0.83 83.50 0.83 

Upper Kallar   2.14 0.02 5.14 0.05 5.14 0.05 

Porigalkuthu AES   11.25 0.11 45.02 0.45 45.02 0.45 

Chathankottunada     11.07 0.11 14.76 0.15 

Pazhassi Sagar     9.51 0.10 22.83 0.23 

Thottiyar HES     24.75 0.25 99.00 0.99 

Peruvanamuzhi       21.48 0.21 

Sengulam Aug. 

Scheme 
      85.00 0.85 

Subtotal-new and 

ongoing 
5.19 0.05 72.49 0.72 189.38 1.89 387.11 3.87 

Gross Generation 7,889.48 82.05 6,998.42 72.36 6,866.40 70.75 7,074.51 72.64 

Less Auxiliary 

Consumption 
82.05  72.36  70.75  72.64  

Net Generation 7,807.42  6,926.06  6,795.65  7,001.88  

 

Generation from solar and wind projects 

3.34 KSEB Ltd in their petition, stated that some new solar projects are 

expected to be commissioned during the control period. The generation 

from these projects are also included in their estimates. KSEB Ltd had 

also furnished the expected generation from the wind projects.  The 

Commission has considered of generation proposals of the existing and 

new projects given by KSEB Ltd.  KSEB Ltd has as part of the approval for 

the capital investment programme for the control period furnished the 

details of new projects.  These details are being scrutinised.  Pending 

approval for these projects, the Commission has provisionally considered 

the energy from these projects as proposed by KSEB Ltd subject to the 
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condition that the same shall not be construed as the approval of 

projects and its  project cost.   

 

Table : 3.10 

Generation approved from wind and solar projects for the control period 

 
Wind 
(MU) 

Solar 
projects 

(MU) 

Total 
(MU) 

Auxiliary 
consumption 

(MU) 

Net 
Generation 

(MU) 

2018-19 1.79 14.96 16.75 0.17 16.58 

2019-20 2.04 42.61 44.64 0.45 44.20 

2020-21 2.08 47.60 49.68 0.50 49.18 

2021-22 2.08 47.60 49.68 0.50 49.18 

 

Total Net Generation from all sources   

3.35 As shown above, the total net generation approved from the various 

projects of SBU-G is as shown below: 

Table : 3.11 

Net Generation approved from own stations 

 
2018-19 2019-20 2020-21 2021-22 

 
MU MU MU MU 

Existing large hydro 7,536.76 6,503.17 6,294.28 6,279.15 

Existing small hydro 347.53 422.76 382.74 408.25 

Ongoing and new hydro 5.19 72.49 189.38 387.11 

Total Hydro 7,889.48 6,998.42 6,866.40 7,074.51 

Aux.Consumption 82.05 72.36 70.75 72.64 

Net Hydro Generation 7,807.42 6,926.06 6,795.65 7,001.88 

Net Wind and Solar 16.58 44.20 49.18 49.18 

Total Net Generation 7,824.01 6,970.26 6,844.83 7,051.05 

 

O&M expenses 

3.36 SBU-G in their petition has sought O&M expenses for the existing 

generating stations as per the provisions of the Regulation 45(1)(a).  The 

O&M expenses sought for existing stations of SBU-G is as shown below: 

Table : 3.12 

O&M expenses claimed for existing stations of SBU-G 

Item 2018-19 2019-20 2020-21 2021-22 

O&M Expenses (Rs Cr) 123.77 129.77 136.05 142.63 
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3.37 KSEB Ltd stated that the Regulations further allow O&M expenses for 

new generating stations at four percent (4%) of the original project cost 

(excluding cost of rehabilitation and resettlement works) in the first year 

of operation and for the subsequent years, by applying an escalation 

rate of 4.84% on first year expenses. The O&M expenses estimated by 

KSEB Ltd for new projects (including solar projects) are at the rate of 4% 

of the project cost for the first year of and for the subsequent years of 

the control period. The list of new generating stations and units 

expected to be commissioned during the control period and their O&M 

expenses sought by KSEB Ltd is given below:   

Table : 3.13 

Proposed O&M expenses for new stations during the control period 

New Stations 

Project 

cost  

(Rs. Cr) 

Expected 

completion 

2018-19 

(Rs. Cr) 

2019-20 

(Rs. Cr) 

2020-21 

(Rs. Cr) 

2021-22 

(Rs. Cr) 

Perunthenaruvi SHP* 58.80 2017-18 2.352 2.466 2.585 2.7103 

Kakkayam HEP 41.42 2018-19 1.6568 1.736 1.8211 1.9092 

Boothathankettu SHEP 214.31 2019-20 

 

8.57 8.9873 9.4223 

UpparKallar SHEP 28.31 2019-20 

 

1.1324 1.1872 1.2447 

Porigalkuthu AES 141.13 2019-20 

 

5.6452 5.9184 6.2049 

Sengulam PH 20.40 2019-20 

 

0.816 0.8555 0.8969 

Chathankottunada SHEP 95.53 2020-21 

  

3.82 4.0061 

Pazhassisagar SHEP 87.99 2020-21 

  

3.5196 3.6899 

Thottiyar HES 235.88 2020-21 

  

9.4352 9.8919 

Shengulam Aug. Scheme 111.34 2021-22 

   

4.4536 

Peruvanamuzhi SHEP 87.29 2021-22 

   

3.4916 

Pallivasal Extn 467.14 2021-22 

   

18.6856 

Kottiyam Solar 3.27 2019-20 

 

0.1308 0.1371 0.1438 

Kanjikode Solar 11.40 2019-20 

 

0.456 0.4781 0.5012 

Agali Solar 5.70 2019-20 

 

0.228 0.2390 0.2506 

Brahmapuram Solar 37.14 2019-20 

 

1.4856 1.5575 1.6329 

Total O&M Cost -- -- 4.0088 22.666 40.541 69.1355 

*The Perunthenaruvi SHP commissioned on 24.10.2017 is also included, as capitalized on 2018-19 
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3.38 The total O&M expenses as per norms for the control period 2018-19 to 

2020-21 for SBU-G as per the petition is as shown below: 

Table : 3.14 

Total Operation & Maintenance Cost of SBU-G as per petition 

   

2018-19 

(Rs. Cr) 

2019-20 

(Rs. Cr) 

2020-21 

(Rs. Cr) 

2021-22 

(Rs. Cr) 

Existing Stations    123.77 129.77 136.05 142.63 

New Stations   4.088 22.666 40.541 69.1355 

Total O&M cost   127.858 152.436 176.591 211.7655 

 

9ȄǇŜƴǎŜǎ ƻƴ ŀŎŎƻǳƴǘ ƻŦ ΨCƻǊŎŜ ƳŀƧŜǳǊŜΩ 

3.39 KSEB Ltd stated that  the State of Kerala had witnessed exceptionally 

high and continuous rainfall across the State from June 2018,  with the 

monsoon reaching its severity in the 2nd week of August 2018.  This 

unprecedented rainfall in the State caused huge flooding  and landslides, 

resulting in severe losses to KSEB Ltd. As per the petition, five major 

hydro generating stations and fourteen small hydel stations of KSEB Ltd 

were badly affected in the flooding. The estimated cost for 

reconstruction for these stations is estimated at Rs 80.85 Crore (ie., Rs 

25.96 Cr for five Major Stations and Rs. 54.89 Cr in Small Stations), 

excluding the business loss on account of loss of generation.  KSEB Ltd 

further stated that  withtheir earnest efforts, generation at Idamalayar 

Power House (2x37.5MW), Poringalkuthu PLBE (1X16MW) and Lower 

Periyar has been restored. Six Small Hydel Projects were also 

normalized. Poringalkuthu HEP has been partially restored. All the 

stations except Adiyanpara are expected to be restored by the end of 

the current financial year.  Adiyanpara SHEP is expected to be  

operational in the next financial year (2019-20) only. KSEB Ltd requested 

that these losses due to natural calamity are to be  ǘǊŜŀǘŜŘ ŀǎ ŀ ΨForce 

aŀƧŜǳǊŜΩ event and the additional financial expenditure incurred for 

restoration may be allowed as a onetime expense of SBU-G for 2018-19, 

during  the truing up of accounts for that year. 
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Pay revision expenses 

3.40 Regulation 14 (3) provides for admission of expenses relating to pay 

revision during the control period for the same number of employees as 

admitted in the truing up of accounts for the year 2016-17.  KSEB Ltd in 

their petition has submitted that the pay revision of Officers/workmen is 

due from July / August 2018. The additional liability is estimated at 10% 

of Basic pay and DA. Accordingly, the provision estimated to discharge 

liability as per the petition is furnished below : 

Table : 3.15 

Pay Revision expenses estimated by KSEB Ltd 

Particulars 
2018-19 

(Rs. Crore) 

2019-20 

(Rs. Crore) 

2020-21 

(Rs. Crore) 

2021-22 

(Rs. Crore) 

Basic + DA 2429.97 2631.10 2843.33 3067.19 

10% of above 242.997       

Provision for Pay Revision 182.25 263.11 284.33 306.72 

 

3.41 KSEB Ltd has notincluded the above provision in their ARR and requested 

that these expenses be allowed as and when it materializes during the 

truing upprocess.  

Comments of the Stakeholders 

3.42 KSEB Pensioners Association stated that O&M works shall be given its 

rightful importance and priority especially in the context of recent 

floods.  The O&M expenses shall be determined based on statutory 

requirements and industry standards.  Apollo tyres stated that though 

there a study by IIM Kozhikode on the HR management of KSEB Ltd the 

same has not been implemented. Shri. K.R Radhakrishnan stated that 

employee cost and A&G costs are increasing exorbitantly.  Sri Lorance 

K.M. also stated that staff strength in KSEB Ltd is very high and the salary 

disbursements are to be computerised and establishment section in the 

office is to be removed.  Shri.ShoufarNavas has stated that employee 

cost of KSEB Ltd is very high.  Sri. Satheesh, Electricity Workers 

Federation, KSEB Ltd stated that the staff strength was fixed in 2002, 

after that there was increase in section offices & substations, but only 

redeployment was made.  So cost escalation is not just due to increase in 
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employee cost.   Sri. Jayaprakash, Workers Association, KSEB Ltd  the 

costs are increasing, but revenue is not increasing.  The allegation that 

employee cost is high is to be considered with similar entities.  Though 

new substations and section officers are created no new recruitments 

are taken place.   Sri. Navakumar, Oorja Navamadhyama koottayima  

stated that 13% increase in costs over 4 year period cannot be 

considered as very high, since it is lower than CPI increase.   Reduction in 

employees is not good as it will reduce quality of supply.   According to 

him, Online services are to be popularised and hence sufficient 

incentives should be given. KSEB Ltd should consider express service 

option such as tatkal.   KSEB OA stated  that the number of employees in 

2008-09 was 27,000 and in 2018-19 it is 33,000. The actual employee 

cost is to be allowed. Sri.  DijoKappen, stated that if the Employee cost is 

reduced, there is no need for increase tariff.   Sri. N S  Alexander  stated 

that it is not known whether the recommendation of the IIM report is 

regarding redeployment has been implemented.   The loss reported by 

KSEB Ltd has been doubled from 2015-16 to 2016-17.   KSEBOA stated 

that the revenue gap proposed by KSEB Ltd is not inclusive of pay 

revision, actual depreciation, cost relating to Master Trust and actual 

O&M expenses.  Hence the revenue gap is underestimated.   

3.43 Shri. P.P Antony stated that effective utilisation of manpower is required 

and excess employees are to be redeployed and the high vehicle 

expenditure is to be reduced.   In reply KSEB Ltd stated that they are in 

final stages of employee redeployment  and restructuring. In the tariff 

regulations, O&M expenses are capped by adopting norms.  At present 

KSERC does not allow salary and benefits of about 5000 employees.  

Business growth and consequent man power requirement are not 

considered for years. M/s Nita Gelatin India Limited stated that pay 

revision proposed by KSEB Ltd should be reworked for the smooth 

working of the industry. Sri. Jose Paul Koratty Stated that no new 

appointments be made till KSEB is profitable.  At present no. of 

employees are in excess.  KSEB Ltd stated that several steps are being 

taken to control employee costs and the report given by IIMK is being 

finalised. 
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Provisions in the Regulations 

3.44 Relevant Provisions in the Regulation are given below: 

άпрΦ Operation and maintenance expenses. ς (1) (a)In the case of existing 

generating stations of  the generation business of KSEB Limited shall be allowed 

to recover operation and maintenance expenses for each financial year of the 

Control Period, as per the norms specified in Annexure-VII to these Regulations: 

Provided that in the case of one time maintenance of special nature, not in the 

form of routine repair and maintenance if any is required and is undertaken for 

the generating stations/unit, expenses for such maintenance may be allowed by 

the Commission after prudence check considering the details and justification 

furnished by the Generating business/company for incurring such an expenditure 

to the satisfaction of the Commission. 

(b) The generation business of KSEB Limited shall, subject to prudence check by 

the Commission, be allowed to recover, in addition to the above specified 

normative operation and maintenance expenses, the annual pension contribution 

payable by KSEB Limited to the Master Trust, based on actuarial valuation in 

respect of the personnel allocated to the generation business of KSEB Limited. 

(2) In the case of new generating stations, the generating company shall be 

allowed to recover during the Control Period, the operation and maintenance 

expenses as specified hereunder,- 

a) the operation and maintenance expenses in the first year of operation 

shall be four percent of the original project cost (excluding cost of 

rehabilitation and resettlement works); and 

b) the operation and maintenance expenses for each subsequent financial 

year of the Control Period shall be determined using the escalation rate on the 

operation and maintenance expenses for the first year as determined above. 

The Commission may revise the norms for operation and maintenance expenses 

ŀǇǇƭƛŎŀōƭŜ ǘƻ ǎǳōǎŜǉǳŜƴǘ /ƻƴǘǊƻƭ tŜǊƛƻŘǎΦέ 

 

3.45 The Annexure VII to Regulation 45(1) is shown below: 

Annexure-VII 

O&M norms for existing generating stations of generation business of KSEB Limited 

 
Control period 

 

2018-19 

(Rs. crore) 

2019-20 

(Rs. crore) 

2020-21 

(Rs. crore) 

2021-22 

(Rs. crore) 

O&M Expenses 123.77 129.77 136.05 142.63 
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Analysis and Decision of the Commission 

3.46 KSEB Ltd had claimed the O&M expenses for the existing stations as 

provided in the Regulations. The O&M expenses for the control period is 

mentioned as per Regulation 45 as given below: 

Table : 3.16 

O&M expenses for existing station of KSEB Ltd 

 2018-19 2019-20 2020-21 2021-22 

 Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

Existing stations 123.77 129.77 136.05 142.63 

 

3.47 As per Regulation 45(2), the O&M expenses for new stations will be 4% 

of the approved capital cost and for the subsequent years of the control 

period, the O&M expense determined will be escalated at the approved 

escalation rate of 4.84%.  Accordingly, KSEB Ltd has claimed O&M 

expenses for new stations including the upcoming solar generating 

stations as indicated in the table above.   

3.48 The Commission has examined the details furnished by KSEB Ltd.  The 

O&M expenses for the SHPs and new solar projects are to be as per the 

KSERC (Renewable Energy) Regulations and in its absence, norms of 

Central Commission are applicable. Since for the year 2018-19, norms 

are not aǾŀƛƭŀōƭŜ ǳƴŘŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ wŜƎǳƭŀǘƛƻƴǎΣ /9w/ ƴƻǊƳǎ ŀǊŜ 

to be made applicable. The escalation rates for the control period is 

4.84%.  Accordingly, the O&M expenses per MW for the SHPs and solar 

projects for the control period are determined as shown below:  

 

Table : 3.17 

Base level and escalated O&M expenses for new SHP and Solar projects 

 
2017-18 2018-19 2019-20 2020-21 2021-22 

SHP >5MW 21.00 22.02 23.08 24.20 25.37 

SHP < 5MW 29.00 30.40 31.88 33.42 35.04 

Solar 7.34 7.69 8.07 8.46 8.87 
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3.49 As per the details furnished, the proposed date of commissioning of the 

ongoing and new projects is as shown below: 

Table : 3.18 
Proposed  month of commissioning 

Name of the project 
Month of 

Commissioning 

Kakkayam Oct-18 

Boothathenkettu Sep-19 

Upper Kallar Nov-19 

Porigalkuthu AES Jan-20 

Chathankottunada Jul-20 

Thottiyar HES Jan-21 

Pazhassi Sagar Nov-20 

Peruvanamuzhi Jun-21 

 

3.50 Based on the above, the O&M expense for the new and on going 

projects are estimated as shown below: 

Table : 3.19 

Approved O&M expenses for new and ongoing hydro and solar projects 

 
Name of Scheme 

Gen 

Capacity 

(MW) 

Expected 

Completion 

Benchmark 

O&M 

expenses 

(Rs.lakh/MW) 

2018-19 

(Rs.crore) 

2019-20 

(Rs.crore) 

2020-21 

(Rs.crore) 

2021-22 

(Rs.crore) 

ONGOING 

HYDEL 

Kakkayam 3.00 2018-19  29.00   0.38   0.96   1.00   1.05  

Boothathenkettu 24.00 2019-20  21.00    2.77   5.81   6.09  

Upper Kallar 2.00 2019-20  29.00    0.21   0.67   0.70  

Porigalkuthu AES 24.00 2019-20  21.00    0.92   5.81   6.09  

Chathankottunada 6.00 2020-21  21.00     0.97   1.52  

Thottiyar HES 40.00 2020-21 
 

   1.57   9.89  

Sengulam Aug. Scheme 
 

2021-22 
     

NEW 

HYDEL 

Pazhassi Sagar 7.50 2020-21  21.00    0.63  1.99  

Peruvanamuzhi 6.00 2021-22  21.00      1.14  

NEW 

SOLAR 

Brahmapuram 6.50 2019-20 7.00   0.26   0.55   0.58  

Kottiyam 0.60 2019-20 7.00   0.02   0.05   0.05  

Kanjikode 2.00 2019-20 7.00   0.08   0.17   0.18  

Agali 1.00 2019-20 7.00   0.04   0.08   0.09  

 
Total 

   
 0.38   5.27   17.32   29.38  

 

3.51 As shown above, the O&M expenses including solar projects for the 

control period for SBU-G is approved as Rs.0.38 crore for 2018-19, 

Rs.5.27 crore for 2019-20, Rs.17.32 crore for 2020-21 and Rs.29.38 crore 

for 2021-22. 
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3.52 The total O&M expenses approved for the control period is as shown 

below: 

Table : 3.20 

Approved O&M expenses for the control period for SBU-G 

 
As per the petition  (Rs. Crore) Approved for the control period (Rs crore) 

SBU-G 2018-19 2019-20 2020-21 2021-22 2018-19 2019-20 2020-21 2021-22 

Existing Stations 123.77 129.77 136.05 142.63  123.77   129.77   136.05   142.63  

New Stations 4.01 22.67 40.54 69.14  0.38   5.27   17.32   29.38  

Total 127.78 152.44 176.59 211.77  124.15   135.04   153.37   172.01  

 

Depreciation 

3.53 In the petition, KSEB Ltd stated that depreciation has been estimated for 

the control period as per the methodology followed by the Commission 

while approving the depreciation for the truing up.   KSEB Ltd in their 

petition stated that in the Truing up order for FY 2015-16, the 

Commission had approved an amount of Rs.334.87 Croreas depreciation 

for the year after excluding the depreciation applicable for the assets 

created out of Consumer contribution and grants. The details given in 

the petition is as shown below: 

 

Table : 3.21 

Depreciation as per Truing up for FY 2015-16  as given in the petition 

Item SBU-G SBU-T SBU-D Total 

 Rs.crore Rs.crore Rs.crore Rs.crore 

GFA at the beginning of the year 16395.04 4097.22 6115.79 26608.05 

Less: Revaluation 11988.98     11988.98 

GFA excluding revaluation 4406.06 4097.22 6115.79 14619.07 

Addition during the year 34.79 212.24 491.41 738.44 

Total 4440.85 4309.46 6607.2 15357.51 

Depreciation for the year 122.05 132.84 236.13 491.02 

Less: Claw back depreciation     156.15 156.15 

Net depreciation allowable 122.05 132.84 79.98 334.87 

Average rate of depreciation (gross) 2.77 3.24 3.86 3.36 

Average rate of depreciation (net) 2.77 3.24 1.31 2.29 

 

3.54 SBU-G in their petition has stated that they have adopted the same 

approach taken by the Commission in the true up order for estimating 
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the depreciation.  KSEB Ltd estimated the net average depreciation 

(after allowing for reduction of depreciation for assets created out of 

contribution and grants) for the year as 2.77% for SBU-G, 3.24% for SBU-

T and 1.21% of GFA.  The depreciation on the fixed assets of SBU-G has 

been calculated at the net average rate of depreciation. Accordingly, the 

depreciation in line with Regulation 27 of the Tariff Regulations, 2018 for 

the control period proposed by KSEB Ltd is given below: 

Table : 3.22 

Depreciation for the control period as per petition 

 Item 2018-19 2019-20 2020-21 2021-22 

 Rs.crore Rs.crore Rs.crore Rs.crore 

GFA excl revaluation 4413.63 4513.09 4970.32 6069.18 

Addition during the year 99.47 457.23* 1098.86 665.71 

Total 4513.09 4970.32 6069.18 6734.89 

Depreciation for the year 122.26 125.01 137.68 168.12 

Less: Claw back depreciation -- -- -- -- 

Net depreciation proposed 122.26 125.01 137.68 168.12 

             *Excluding grants of Govt of India 

3.55 As shown above, KSEB Ltd has estimated depreciation for SBU-G 

considering the asset additions planned for the control period. 

Comments of the Stakeholders 

3.56 There was no specific comment from the stakeholders.  The HT-EHT 

Association followed the same methodology adopted by KSEB Ltd for 

projecting their estimate of  depreciation.   However, the difference in 

figures is on account of the amount of  GFA used by the Association for 

the estimations. 

Provisions in the Regulations 

3.57 Provisions regarding depreciation is given below: 

άнтΦ Depreciation. ς (1) The value base for the purpose of depreciation 

shall be the original capital cost of the asset as approved by the 

Commission: 

Provided that no depreciation shall be allowed on increase in the value of 

assets on account of revaluation of assets. 
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Provided further that depreciation shall not be allowed on assets funded 

through consumer contribution, deposit works, capital subsidies and 

grants. 

(2) The generation business/company or transmission business/licensee 

or distribution business/licensee shall be permitted to recover 

depreciation on the value of fixed assets used in their respective business, 

computed in the following manner:- 

(a) depreciation shall be computed annually based on the straight line 

method at the rates specified in the Annexure-I to these Regulations for 

the first twelve financial years from the date of commercial operation; 

(b) the remaining depreciable value as on the Thirty First day of March of 

the financial year ending after a period of twelve financial years from the 

date of commercial operation shall be spread over the balance useful life 

of the assets as specified in Annexure- I; 

(c) the generating business/company or transmission business / licensee 

or distribution business/licensee, shall submit all such details and 

documentary evidence, as may be required under these Regulations and 

as may be required by the Commission from time to time, to substantiate 

the above claims; 

(d) the salvage value of the asset shall be ten per cent of the allowable 

capital cost as approved by the Commission excluding cost of assets 

created out of contributions and grants and depreciation shall be a 

maximum of ninety per cent of such approved capital cost of the asset.   

(3) In the case of existing assets, the balance depreciable value as on the 

First day of April, 2018, shall be worked out by deducting the cumulative 

depreciation approved by the Commission upto the Thirty First day of 

March, 2018, from the gross depreciable value of the assets. 

(4) Depreciation shall be chargeable from the first financial year of 

commercial operation: 

Provided that in the case of commercial operation of the asset for part of 

the financial year, depreciation shall be charged on pro-rata basis: 

Provided further that depreciation shall be re-calculated for assets 

capitalised during the financial year at the time of truing up, based on 

documentary evidence for capitalisation of assets submitted by the 

applicant, subject to the prudence check of the Commission, in such a way 

that the depreciation is calculated proportionately from the date of 

capitalisation. 
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(5) In case a single tariff needs to be determined for all the units of the 

generating station, the depreciation shall be computed from the effective 

date of commercial operation of each of the unit taking into consideration 

the depreciation of individual generating units thereof.έ 

 

Analysis and decision of the Commission 

3.58 The Commission has examined the details furnished by KSEB Ltd.  In the 

petition, KSEB Ltd has taken the average rate of depreciation as on 2015-

16 for estimating the depreciation for the control period.  While doing so 

some of the issues with respect to depreciation is not considered by 

KSEB Ltd.  The assumption of KSEB Ltd is valid only if the asset addition 

and contribution and grants follow the same ratio in the control period 

as that in 2015-16.  In the case of SBU-G and SBU-T,  gross depreciation 

rate and net depreciation rate is same as there was no assets created 

out of contribution and grants in 2015-16.  However, in the petition, 

there are assets created out of contribution and grants during the 

control period for SBU-G and SBU-T. Thus, the net percentage of 

depreciation is not consistent in the case of SBU-T and SBU-G. Further, 

as per the provisions of the Regulations, accelerated depreciation is 

applicable for first 12 years and the balance depreciation is distributed 

to the rest of the useful assets, leaving the salvage value of 10%.    

 

3.59 On being pointed out, KSEB Ltd in their letter dated 21-12-2018 has 

furnished a revised estimation of depreciation for the control period.  In 

the said estimation, KSEB Ltd had considered depreciation at a rate of 

1.48% for assets having life more than 12 years and 5.28% for assets 

having life of 12 years or less.   In order to remove the value of fully 

depreciated assets (ie., assets having only salvage value), assets having  

life above 30 years was excluded from estimation of depreciation.  Since 

the average value of  land in the total GFA is about 2.8%, which was also 

excluded. The summary of depreciation estimated by KSEB Ltd vide 

letter dated 21-12-2018 is as shown below: 
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Table : 3.23 

Revised estimation of depreciation furnished by KSEB Ltd 

Year 

Depreciation as per petition 

(Rs.Crore) 

Revised estimation of depreciation 

(Rs. Crore) 
 

SBU-G SBU-T SBU-D KSEB Ltd SBU-G SBU-T SBU-D 
KSEB 

Ltd 

Difference 

(Rs.Cr) 

 
1 2 3 4 5 6 7 8 9=(8-4) 

2018-19 122.26 172.32 109.72 404.30 138.50 204.97 182.90 555.67 151.37 

2019-20 125.01 199.58 143.99 468.58 159.32 280.27 205.36 673.27 204.69 

2020-21 137.68 257.03 163.89 588.60 212.80 405.64 250.78 890.33 301.73 

2021-22 168.12 344.70 181.71 694.53 235.78 420.37 288.16 964.19 269.66 

 

3.60 As shown above, the revised depreciation for the year is Rs.555.67 crore 

for KSEB Ltd and is about Rs.151 crore more than the originally 

estimated value of Rs.404.30 crore for 2018-19 and about Rs.270 crore 

higher in 2021-22. In this context, it may be noted that KSEB Ltd has not 

furnished the revised revenue gap in tune with the increase in 

depreciation.   

3.61 The Commission has examined the details furnished by KSEB Ltd.  The  

estimation of depreciation made by  KSEB Ltd is a gross approximation of 

the depreciation as per Regulations. The Commission notes that the 

depreciation worked out by KSEB Ltd is based on the asset addition as 

proposed in the petition.  Further the rates used for depreciation 

especially for the new assets having life less than 12 years is 5.28%, 

which may be high, though about 80% of assets having rate of 

depreciation at 5.28%.   

3.62 The Commission is inclined to use the methodology for estimating 

depreciation with certain modifications due to the inherent limitations 

of the Fixed Asset ledger figures as provided by KSEB Ltd, based on 

which depreciation is to be estimated. The methodology used by the 

Commission for estimating the depreciation is as shown below: 

3.63 As per the accounts of KSEB Ltd, the GFA at the end of financial year 

2017-18 is Rs.18516.71 crore including grants and contributions but 

excluding the revalued assets. The value of land as at the end of the year  

is Rs.508.17 crore.  Thus, the GFA excluding land is Rs.18008.54 crore.  



62 
 

Of this, two asset categories viz., plant and machinery (32.9%) and  lines, 

cable, networks  (50.3%) has major share. As per the regulations, the 

useful life of different categories of assets ranges from 15 to 35 years.  

Considering the mix of assets and the useful life, the weighted average 

life of asset is about 31 years as shown in the table below.  Similarly, the 

weighted average depreciation rate for first 12 years based on the mix of 

assets works out to be 5.14% for the first 12 years. 

Table : 3.24 

Average life of assets and depreciation rate for KSEB Ltd 

 

GFA 

 (Rs. 

Crore) 

Share of 

Assets 

(Excluding 

land) 

(%) 

Useful 

life 

(Years) 

Weighted 

average 

life 

(years) 

Depreciation 

rate 

(%) 

Weighted 

average rate of 

depreciation 

(%) 

Land 508.17 0 
    

Building 852.16 4.7% 35 1.66 3.34% 0.16% 

Hydraulic works 1379.29 7.7% 25 1.91 5.28% 0.40% 

Other civil works 580.91 3.2% 35 1.13 3.34% 0.11% 

Plant & Machinery 5917.18 32.9% 25 8.21 5.28% 1.73% 

Lines, Cable networks etc 9065.66 50.3% 35 17.62 5.28% 2.66% 

Vehicles 25.00 0.1% 15 0.02 9.50% 0.01% 

Furniture & Fixtures 43.81 0.2% 15 0.04 6.33% 0.02% 

Office Equipment 144.52 0.8% 15 0.12 6.33% 0.05% 

Total GFA Excluding land 18008.54 100% 
 

30.71 
 

5.14% 

 

3.64 As shown in the table, the average life of asset is 31 years.  Hence, in the 

first 12 years, 63% of the assets will be depreciated and this depreciation 

will be for loan repayment purpose considering the debt : equity ratio of 

70:30 and salvage value of 10%.  Thus, 70 % of the 90% of the assets will 

be depreciated in first 12 years or 63% of the assets will be depreciated 

in first 12 years.  The balance value of assets ie., 27% (90%-63%) has to 

be depreciated in the rest of the useful life of 19 years (19=31-12 years).  

3.65 Based on the mix of assets, for the first 12 years the average rate of 

depreciation will be 5.14%.  Since the weighted average life of the assets 

is 31 years, the balance 27% of the value of assets (90%-63%) is to be 

depreciated in balance 19 years (31-12 years) of the useful life.  Hence 
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the average rate of depreciation for assets more than 12 years old will 

be 27%/19 ie., 1.4% per yearon  a straight line basis.    

Asset addition for 2016-17 and 2017-18. 

3.66 During the truing up for the year  2016-17, the Commission had sought 

the details of assets completed and capitalised for the year including 

part commissioned assets, its original approved cost, project completion 

cost, cost and time over run etc., KSEB Ltd had not furnished these 

details except, the details of part completed projects.  In the absence of 

these details, the Commission was not in a position to recognise the 

asset additions for the year 2016-17.  However, for the purpose of 

estimating depreciation and normative loan, the Commission has 

considered provisionally, pending details from KSEB Ltd, 50% of the 

Asset additions less grants and contributions for the year 2016-17.  For 

2017-18, since truing up is not over the Commission used the figures as 

per the accounts on a provisional basis.  However, the asset additions for 

the these years will be finalised based on the final approval by the 

Commission once complete details are furnished by KSEB Ltd.  

Provisional Asset additions during the control period 

3.67 As mentioned earlier, the Commission has provisionally allowed the 

capital additions after considering the proposal of capital additions for 

the control period furnished by KSEB Ltd as shown below: 

Table : 3.25 

Provisional Capital expenditure additions including grants and contributions  

for the control period 

 
As per Petition 

Provisionally considered for the control 
period by the Commission 

 
SBU-G SBU-T SBU-D KSEB Ltd SBU-G SBU-T SBU-D KSEB Ltd 

 
Rs. Crore Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

Rs. 
Crore 

Rs. Crore Rs. Crore 

2018-19 99.47 840.84 2,620.25 3,560.56 65.79 511.60 1,768.70 2,346.09 

2019-20 477.63* 1,772.05 1,521.74 3,771.42 448.07 1,082.11 1,222.17 2,752.35 

2020-21 1,098.86 2,703.95 1,362.97 5,165.78 593.59 1,427.76 811.69 2,833.04 

2021-22 665.71 769.32 1,270.24 2,705.27 153.76 615.21 880.75 1,649.72 

Total 2,341.67 6,086.16 6,775.20 15,203.03 1,261.21 3,636.68 4,683.31 9,581.20 
*Including grants of Govt.of India 
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Asset additions excluding Grants and contributions: 

3.68 The grants and contributions for the year and net asset additions eligible 
for depreciation is as shown below: 

Table : 3.26 
Asset Additions excluding grants and contributions 

  Year 
GFA 

addition 
Grants & 

contributions 
Net GFA for 
Depreciation 

    (Rs. Crore) (Rs. Crore) (Rs. Crore) 

As per Accounts (including Ind AS additions) 2015-16 1,021.17 358.35 662.82 

As per Provisional approval 
2016-17 1,066.45 646.94 419.51 

2017-18 1,390.57 573.45 817.12 

Provisional approval for the control period 

2018-19 2,346.09 906.94 1,439.15 

2019-20 2,752.35 424.28 2,328.07 

2020-21 2,833.04 593.29 2,239.75 

2021-22 1,649.72 305.74 1,343.98 

 

Assets eligible for depreciation (GFA excluding contribution and grants) 

3.69 As per the order on truing up for the year 2015-16, the GFA excluding 

revalued assets for KSEB Ltd as on 1-4-2015 was Rs.14619.07 crore and 

the total grants and contribution as on 1-4-2015 was Rs.4669.99 crore. 

Since depreciation is not allowed for the assets created out of 

contribution and grants, the net assets eligible for depreciation as on 1-

4-2015 was Rs.9949.06 crore.  The Asset addition net contributions and 

grants which are eligible for depreciation is as shown in the table. 

Table : 3.27 
SBU wise Value of GFA eligible for depreciation 

    
SBU-G (Rs. 

Crore) 
SBU-T (Rs. 

Crore) 
SBU-D (Rs. 

Crore) 

GFA  eligible for 
depreciation 
added for the 

year  
(Rs. Crore) 

Total GFA 
excluding 

contributions 
and grants 
(Rs. Crore) 

GFA less revalued assets as on 1-4-2015 
       

4,406.06    4,097.22    6,115.79        14,619.07  

Total grants & Contributions as on 1-4-2015                    -              3.90    4,666.11          4,670.01  

GFA  eligible for depreciation as on 1-4-2015 
       

4,406.06    4,093.32    1,449.68          9,949.06  

Additions Net of Grants-2015-16 2015-16             35.00       280.57       347.25          662.82      10,611.88  

  2016-17           289.89       212.73        -83.11          419.51      11,031.39  

  2017-18           162.17       478.78       176.17          817.12      11,848.51  

  2018-19             65.79       511.60       861.76      1,439.15      13,287.67  

  2019-20           448.07    1,057.11       822.90      2,328.08      15,615.74  

  2020-21           593.59    1,038.18       607.98      2,239.75      17,855.50  

  2021-22           153.76       515.21       675.01      1,343.98      19,199.47  

Note:   In 2016-17 in the absence of approved capital additions, the Commission has provisionally 
ǘŀƪŜƴ ǘƘŜ рл҈ ƻŦ Ψ!ǎǎŜǘ ŀŘŘƛǘƛƻƴ ŦƻǊ ǘƘŜ ȅŜŀǊ ƭŜǎǎ ƎǊŀƴǘǎ ŀƴŘ ŎƻƴǘǊƛōǳǘƛƻƴǎΩ 
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3.70 As shown above, as on the beginning of the year 2018-19, the opening 

value of assets eligible for depreciation is Rs.11848.51 crore.  For 2017-

18 and for the control period, the assets addition excluding value of 

grants and contribution is to be taken for estimating the depreciation. As 

per the provisions of the Regulations, depreciation is to be estimated for 

assets having life less than or equal to 12 years and assets having life 

more than 12 years using different rates.  The average life of the assets is 

estimated at about 31 years.  Hence the value of assets more than 31 

years is to be excluded since it has reached the salvage value.  In 

addition, the value of land is to be deducted from the gross assets as 

there is no depreciation for land.  In 2016-17, the average value of land 

is 2.80% of GFA.  Based on these details, the depreciation estimated as 

shown below: 

Table : 3.28 

Approved depreciation for the control period for KSEB Ltd 

ESTIMATION OF DEPRECIATION 

  Assets more than 12 years (Rs. Crore) Assets less than 12 years (Rs. Crore) Depreciation (Rs. Crore) 

  >12 Years 

>31 

years 

GFA 

having 

life 12 to 

31 years Land 

Contri-

bution& 

Grants 

GFA 

eligible 

for 

depreciat

ion 

GFA 1 to 

12 years 

old Land 

Contri-

bution& 

Grants 

GFA 

eligible for 

depreciatio

n 

GFA 

>12 

years 

@1.4

2% 

GFA 

<12 

years 

@5.14

% Total 

2017-18 7,711.62 535.20 7,176.42 200.94 1,678.96 5,296.52 8,995.05 251.86 3,996.32 4,746.87 75.26 243.99 319.25 

2018-19 8,216.85 548.61 7,668.24 214.71 1,895.10 5,558.43 9,880.39 276.65 4,353.63 5,250.11 78.99 269.86 348.84 

2019-20 8,684.55 631.57 8,052.98 225.48 2,081.57 5,745.93 11,758.78 329.25 5,074.10 6,355.44 81.65 326.67 408.32 

2020-21 9,249.11 669.41 8,579.70 240.23 2,504.14 5,835.33 13,946.57 390.50 5,075.80 8,480.27 82.92 435.89 518.81 

2021-22 10,185.03 705.17 9,479.86 265.44 2,953.92 6,260.50 15,843.69 443.62 5,219.31 10,180.76 88.96 523.29 612.25 

 

3.71 Depreciation arrived at as above, is apportioned among the SBUs based 

on the value of GFA.  Accordingly, the depreciation for SBU-G for 2017-

18 and for the control period is as shown below: 
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Table : 3.29 
Depreciation applicable for SBU-G 

SBU-G 

Year Total 
Depreciation 
of KSEB Ltd 

% share of GFA of SBU-G 
in total GFA eligible for 

depreciation 

Depreciation 
for SBU-G 

  Rs.crore   Rs.crore 

2017-18 319.25 41.3% 131.84 
2018-19 348.84 37.3% 130.19 
2019-20 408.32 34.6% 141.38 
2020-21 518.81 33.6% 174.35 
2021-22 612.25 32.1% 196.26 

             *estimate only 

 
3.72 The depreciation arrived at above is purely provisional considering the 

provisional approval of addition of assets for the year 2016-17 and 2017-

18 and for the control period. However, since KSEB Ltd is yet to provide 

the necessary details to the Commission regarding the value of assets 

added during this period, the  allowable depreciation will be considered  

during the truing up  and shall be based on submission of necessary 

details as required by the Commission.  Any  estimation of depreciation 

as shown above is necessitated due to the non-adherence of Regulations 

while accounting depreciation by KSEB Ltd.  The estimation of 

depreciation in such matter is not only an approximation, but also 

susceptible to errors.  Hence the Commission is of the view that KSEB Ltd 

has to maintain the books as per provisions of the Regulations,  and if 

necessary separate books of accounts for regulatory purpose is to 

maintained.   

 

Interest and financing  charges 

3.73 In the petition, KSEB Ltd has claimed interest on capital liabilities, 

interest on working capital, interest on GPF, interest on security deposits 

and interest on Master Trust under interest and financing charges. Each 

of the item is explained below: 
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Interest on capital liabilities: 

3.74 KSEB Ltd as per the provisions of Regulation 29, estimated the normative 

opening loan as on 01.04.2018 after considering GFA, approved 

depreciation, applicable consumer contribution and grants. Normative 

loan thus determined is allocated among SBU G, SBU T & SBU D 

according to the ratio of GFA. Thus, opening normative loan for the 

control period ie., 1-4-2018 is determined at Rs 4627.54 Cr and the share 

of SBU-G is Rs.1127.26 Cr. According to KSEB Ltd, against the normative 

loan,  the actual loan is Rs.6479.35 Cr.   The details given in the petition 

is as shown below:   

Table : 3.30 

Computation of Normative loan as on 01.04.2018 as per petition 

No  Item  

SBU G 

(Rs. Crore) 

SBU T 

(Rs. Crore) 

SBU D 

(Rs. Crore) 

Total 

(Rs. Crore) 

1 GFA ason 01.04.2018 16402.61 5314.77 8390.15 30107.53 

2 Less: revalued 11988.98     11988.98 

3 Balance GFA as on 01.04.2018 4413.63 5314.77 8390.00 18118.39 

4 Less: Approved depreciation till 01.04.2017       6840.99 

5 Net Fixed Assets       11277.40 

6 Less: Equity       3499.00 

7 Less: Contributions & grants (62% of Rs.5747 Cr)       3563.14 

8 Normative loan 01.04.2017       4215.26 

9 Less: Estimated depreciation for 2017-18       405.00 

10 Normative loan balance (A)       3810.26 

11 Asset addition 2017-18       1390.57 

12 Less: contribution received in 2017-18       573.45 

13 Normative loan for 2017-18 (B)       817.12 

14 Normative loan as on 31.03.2018       4627.38 

15 GFA ratio         

16 GFA as on 01.04.2018 16402.61 5314.77 8390.00 30107.38 

17 Less: revalued 11988.98     11988.98 

18 Balance GFA as on 01.04.2018 4413.63 5314.77 8390.00 18118.55 

19 Proportion 24.36 29.33 46.31   

20 SBU wise Loan balance 1127.23 1357.37 2142.78 4627.38 

 

3.75 After considering the normative loan of Rs.4627.38 crore as on 01-4-

2018, the asset addition as well as contribution/ grant anticipated and 

allowable depreciation etc., for each year of the control period is duly 

taken into account while ascertaining the interest on normative loan. 

The rate of interest  projected for 2018-19 is 9.5% and thereafter a rate 

of 10% is used for estimating the interest charges for the rest of the 
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years in the control period. Accordingly, the interest charges for SBU-G 

estimated by KSEB Ltd for the control period is as shown below:   

Table : 3.31 

Interest on capital liabilities for SBU-G estimated by KSEB Ltd 

 

3.76 According to KSEB Ltd, the Regulation 29(2) stipulates that the 

normative loan outstanding as on the First day of April, 2018, shall be 

worked out by deducting the amount of cumulative repayment as 

approved by the Commission up to the Thirty First day of March, 2018, 

from the normative loan.  Further, the Regulation 29(5) mandates that 

the interest on loan shall be calculated average loan as per the norms 

approved by the Commission for the financial year by applying the 

weighted average rate of interest. The Regulation 29(4) stipulates that 

the rate of interest allowed shall be the weighted average rate of 

interest calculated on the basis of the actual loan portfolio at the 

beginning of each financial year.  

 

3.77 The Commission has sought clarifications on the estimation of normative 

loans vide letter dated 16-11-2018. KSEB Ltd have furnished the reply 

vide letter dated 7-12-2018  in which the figures for the normative loans 

for the control period were revised.  The revised figures are as shown 

below:   

 

  

Item 2018-19 2019-20 2020-21 2021-22 

 (Rs. Crore) Rs. Crore) Rs. Crore) Rs. Crore) 

Opening loan 1127.23 1104.44 1436.65 2397.83 

GFA addition 99.47 457.23 1098.86 665.71 

Less: Consumer contribution & Grants -- -- -- -- 

Less: Allowable depreciation 122.26 125.01 137.68 168.12 

Normative loan during the year -22.79 332.22 961.18 497.59 

Closing normative loan 1104.44 1436.65 2397.83 2895.42 

Average normative loan 1115.83 1270.54 1917.24 2646.63 

Interest * 106.00 127.05 191.72 264.66 

* @ 9.50% for 2018-19 and @10% thereafter 
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Table : 3.32 

Revised statement showing normative loan as on 1-4-2018 by KSEB Ltd 
No  Item  SBU G SBU T SBU D Total 

  Rs. crore Rs. crore Rs. Crore Rs. crore 
1 GFA ason 01.04.2018 16861.56 5178.65 8067.32 30107.53 

2 Less: revalued 11988.98 

  

11988.98 

3 Balance GFA as on 01.04.2018 4872.58 5178.65 8067.32 18118.55 

4 Less: Approved depreciation till 01.04.2018 

   

6539.59 

5 Net Fixed Assets 

   

11578.96 

6 Less: Equity 

   

3499.05 

7 Less: pro rata Contribution & grants 

   

3993.37 

8 Normative loan 01.04.2018 

   

4086.54 

9 Normative loan balance (A) 

   

4086.54 

10 Normative loan as on 31.03.2018 

   

4086.54 

11 GFA ratio 

     12 GFA as on 01.04.2018 16861.56 5178.65 8067.32 30107.53 

 13 Less: revalued 11988.98 

  

11988.98 

 14 Balance GFA as on 01.04.2018 4872.58 5178.65 8067.32 18118.55 

 15 Ratio 26.89 28.58 44.53 

 16 SBU wise Loan balance 1098.98 1168.02 1819.54 4086.54 

 

3.78 As can be seen the normative loan as on 1-4-2018 was revised to 

Rs.4086.54 crore from Rs.4627.38 crore showing a reduction of 

Rs.540.84 crore.  However, KSEB Ltd did not correspondingly furnished 

the revised estimate of interest charges in line with the revision in 

normative loans. 

Comments of stakeholders: 

3.79 The Association stated that in the past KSEB Ltd had made significantly 

lower capital additions than the projections for the control period. The 

HT-EHT Association has relied on alternate estimation of normative loan 

considering a lower asset additions and contribution for the control 

period.  The Association has not made any comments on the opening 

level of loans or applicable interest charges. According to the 

Association, the interest on normative loan will be Rs.239.41 crore in 

2018-19 and Rs.449.56 crore in 2021-22. 

3.80 On the objection of the Associationthat actual asset additions are lower 

than estimated figures, KSEB Ltd stated that dedicated teams were 

assigned with specific responsibilities for capital additions.  Hence it was 
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stated that the past level of performance may not be a realistic yardstick 

to measure the proposed capital additions.  

Provisions in the Regulations 

26.Debt-equity ratio.ς(1) For the purpose of determination of tariff, debt-equity 

ratio as on the date of commercial operation in the case of a new generating 

station, transmission line and distribution line or substation commissioned or 

capacity expanded on or after the First day of April 2018, shall be 70:30 of 

the capital cost approved by the Commission: 

Provided that the debt-equity ratio shall be applied only to the balance 

of such approved capital cost after deducting the financial support provided 

through consumer contribution, deposit work, capital subsidy or grant, if any. 

(2) Where equity employed is more than thirty percent of the approved 

capital cost, the amount of equity for the purpose of tariff shall be limited to 

thirty percent and the balance amount shall be considered as normative loan 

and interest on the same may be allowed at the weighted average rate of 

interest of the actual loan portfolio. 

(3) Where actual equity employed is less than thirty percent of the capital 

cost, the actual equity shall be considered and the balance of the Commission 

approved capital cost after adjusting for grants and/or contribution shall be 

treated as normative loan. 

(4) If any fixed asset is capitalised on account of capital expenditure incurred 

prior to the First day of April, 2018, the debt-equity ratio allowed by the 

Commission for determination of tariff for the period ending the Thirty First 

day of March, 2018 shall be considered. 

(5) The equity invested in foreign currency if any shall be designated in 

equivalent Indian rupees at the  exchange rate specified by Reserve Bank of 

India as on the date of each such investment. 

(6) In the case of retirement or replacement of assets, the equity capital 

approved as mentioned above, shall be reduced to the extent of thirty percent 

or actual equity component based on documentary evidence, if it is lower than 

thirty percent of the original cost of the retired or replaced asset. 

(7) (a) Swapping of foreign currency loans shall be permitted provided it does 

not have the effect of increasing the tariff; 

 (b) Cost of swapping and interest expenses thereon, shall be allowed by 

the Commission only after prudence check; 

 (c) The generating business/company or transmission business/licensee or 

distribution business/licensee shall provide full particulars of the swapped 

loans. 
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(8) (a) Restructuring of capital in terms of relative share of equity   and loan 

shall be permitted during the life of the project provided it does not have the 

effect of increasing the tariff. 

 (b) Any benefit from such restructuring shall be shared in the ratio 1:1 

among,- 

(i)  the generating business/company and the persons sharing the 

capacity charge; or  

(ii) transmission business/licensee and long-term intra-State open access 

customers including distribution business/licensee; or 

(iii) distribution business/licensee and consumers. 

 

29.Interest and finance charges. ς (1) (a)The loans arrived at in the manner 

indicated in Regulation 26 shall be considered as gross normative loan for 

calculation of interest on the  loans. 

(a) The interest and finance charges on capital works in progress shall be 

excluded from such consideration and not be considered in the ARR and 

truing up processes. 

(b) In the case of retirement or replacement of assets, the loan amount 

approved by the Commission shall be reduced to the extent of outstanding 

loan component of the original cost of the retired or replaced assets, based 

on documentary evidence. 

(2) The normative loan outstanding as on the First day of April, 2018, shall be 

worked out by deducting the amount of cumulative repayment as approved 

by the Commission up to the Thirty First day of March, 2018, from the 

normative loan. 

(3) Notwithstanding any moratorium period availed by the generating 

business/company or the transmission business/licensee or the distribution 

business/licensee, the repayment of loan shall be considered from the first 

financial year of commercial operation of the project and shall be equal to 

the depreciation allowed for that financial year. 

(4) The rate of interest allowed shall be the weighted average rate of interest 

calculated on the basis of the actual loan portfolio at the beginning of each 

financial year applicable to the generating business/company or the 

transmission business/licensee or the distribution business/licensee or State 

Load Despatch Centre: 

Provided that if there is no actual loan for a particular financial year of 

the control period but normative loan is still outstanding, the weighted 

average rate of interest on the last available loan shall be considered:  

Provided further that if the regulated business of the generating 

business/company or the transmission business/licensee or the distribution 

business/licensee or State Load Despatch Centre does not have actual loan, 
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but normative loan is outstanding, then interest shall be allowed at the base 

rate. 

(5) The interest on loan shall be calculated average loan as per the norms 

approved by the Commission for the financial year by applying the weighted 

average rate of interest. 

(6) The generating business/company or the transmission business/licensee 

or the distribution business/licensee or the State Load Despatch Centre, as 

the case may be, shall make every effort to re-finance the loan as long as it 

results in net savings on interest and in that event the costs associated with 

such re-financing shall be borne by the beneficiaries and any benefit from 

such refinancing shall be shared in the ratio 1:1 among,- 

(i)  the generating business/company and the persons sharing the 

capacity charge; or  

(ii) transmission business/licensee and long-term intra-State open access 

customers including distribution business/licensee; or  

(iii) distribution business/licensee and consumers. 

(7) The changes to the terms and conditions of the loans during the financial 

year, if any, shall be effective from the date of coming into force of such 

changes. 

(8) Interest shall be allowed on the amount held as security deposit in cash 

from users of the transmission system or distribution system and consumers 

at the bank rate as on the First day of April of the financial year in respect of  

in which the petition is filed: 

Provided that interest on security deposit actually paid to the users of 

the transmission system or distribution system and to the consumers during 

the financial year, shall only be considered at the time of truing up for the 

financial year.  

 

Analysis and decision of the Commission 

3.81 The Commission has examined the details furnished by KSEB Ltd. KSEB 

Ltd has arrived at the opening level of normative loans for the control 

period ie., as on 1-4-2018 based on the asset additions for the year 

2016-17 and 2017-18 as per the accounts.  However,  as mentioned in 

pre pages, KSEB Ltd in their truing up petition  for 2016-17 did not 

provide the complete list and capital cost details of fixed assets added 

during the year.  Hence the Commission while truing up the accounts for 

2016-17 had directed KSEB Ltd to furnish the details of asset additions 

for the year 2016-17 as per the provisions of the Regulations. But the 

same has not been furnished yet to the Commission. 
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3.82 It is to be noted that the Commission in the truing up of accounts of 

KSEB Ltd for 2015-16 and 2016-17 had arrived at the normative loan of 

Rs.1951.51 crore as on 31-3-2017 for KSEB Ltd as shown below: 

    Rs. crore 

1 Net Fixed Assets as on 1-4-2015 8483.82 

2 Equity as per accounts 3,499.05 

3 Grants and Contribution 
2,708.60 

  (after depreciation) 

4=1-2-3 Normative Loan as on 1-4-2015 2,276.17 

5 Net Addition to loans in 2015-16 380.08 

6 Repayment equivalent to depreciation  for the year (334.87) 

7 Opening levels of Loan (as on 1-4-2016) (4+5-6) 2,321.38 

8 Repayment for the year  2016-17 (Depreciation) (369.87) 

9 Closing level of loans (31-3-2017)      (7-8) 1,951.51 

 

3.83 While arriving at the above level of normative loan, the Commission has 

not considered the asset additions during 2016-17 and 2017-18, for want 

of sufficient details.  However, in order to arrive at the normative loan 

for the control period, appropriate adjustments have to be made to take 

care of the assets addition during 2016-17 and 2017-18.  Further, KSEB 

Ltd, as part of adoption of accounting standards as per IndAS, recasted 

the GFA figures for the previous three from 2016-17 thereby assets 

which are put into use, but not capitalised and remain under the head 

Ψ/ŀǇƛǘŀƭ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎΩ ƘŀŘ ōŜŜƴ ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ DC!Φ  /ƻƴǎƛŘŜǊƛƴƎ 

these aspects, the opening level of normative loan as on 1-4-2016 is 

arrived at as shown below: 

Table : 3.33 

Normative loan as on 1-4-2016 

  
SBU-G SBU-T SBU-D KSEB Ltd 

  Rs. crore Rs. crore Rs. crore Rs. Crore 

1 Normative Loan as on 1-4-2015 686.02 637.93 952.22 2,276.17 

2 Asset Addition in 2015-16 34.79 212.24 491.41 738.44 

3 Less Grants and Contribution in 2015-16 (13.11) (12.93) (332.31) (358.35) 

4 Net Addition to Assets in 2015-16  (2-3) 21.68 199.31 159.10 380.09 

5 
Transfer of Assets from CWIP  as part of 

IndASadoption for the year 2015-16 
13.32 81.26 188.15 282.73 

6 Repayment equivalent to Depreciation for 2015-16 122.05 132.84 79.98 334.87 

7 
Opening level of Normative loan as on 1-4-2016 

(1+4+5-6) 
598.97 785.66 1,219.49 2,604.12 
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3.84 The asset additions as per the annual accounts  and the details furnished 

by KSEB Ltd as part of clarifications dated 21-12-2018 are as shown 

below: 

Table : 3.34 

Addition to GFA excluding grants and contributions as per accounts 

  
SBU-G SBU-T SBU-D KSEB Ltd 

  Rs.crore Rs.crore Rs.crore Rs.crore 

1 Addition 2016-17 as per Accounts 450.22 410.19 908.25 1,768.66 

2 
Less adjustments made as part of Ind AS 

for 2015-16 
(13.32) (81.26) (188.15) (282.73) 

3 Net Asset Additions 2016-17 (1-2) 436.90 328.93 720.10 1,485.92 

4 Asset Additions 2017-18 182.98 499.01 707.30 1,390.57 

5 
Assets added from Contributions and 

Grants 2016-17 
(23.67) (23.34) (599.93 (646.94) 

6 
Assets added from Contributions and 

Grants 2017-18 
(20.98) (20.69) (531.78) (573.45) 

7 
Asset additions excluding contributions 

and Grants -2016-17 (3-5) 
413.23 305.58 120.17 838.98 

8 
Asset additions excluding contributions 

and Grants -2017-18  (4-6) 
162.00 478.32 175.52 817.12 

 

3.85 From the above table,  the net asset additions excluding those assets 

created from grants and contributions based on the accounts for 2016-

17 would be Rs.838.98 crore and that of 2017-18 Rs.817.12 crore 

respectively.  However,  as mentioned above, the Commission is not in a 

position to approve the entire capital additions for 2016-17 for want of 

sufficient details from KSEB Ltd.  Therefore, in order to arrive at the 

normative loans for the control period, the figures of asset additions 

during 2016-17 is to be considered.  The Commission is of the view that 

pending details from KSEB Ltd, as part of approving the normative loan 

for the control period, asset additions are to be considered on a 

provisional basis only. Hence the Commission has taken 50% of the net 

asset additions for 2016-17 (ie., Asset Addition for the year less 

contribution and grants) and in the case of 2017-18 asset addition as per 

accounts  provisionally.  Accordingly the asset additions considered for 

the year 2016-17 and 2017-18 is as shown below: 
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Table : 3.35 

Provisionally approved assets additions for 2016-17 and 2017-18 

 
SBU-G SBU-T SBU-D KSEB Ltd 

 Rs.crore Rs.crore Rs.crore Rs.crore 

Asset Additions 2016-17 313.56 236.07 516.82 1,066.45 

Asset Additions 2017-18  183.15   499.47   707.95   1,390.57  

Addition to Contributions and Grants 2016-17 23.67 23.34 599.93 646.94 

Addition to Contributions and Grants 2016-18 20.98 20.69 531.78 573.45 

Asset additions excluding contributions and 

Grants -2016-17 
289.89 212.73 -83.11 419.51 

Asset additions excluding contributions and 

Grants -2017-18 

 162.17   478.78   176.17   817.12  

 

3.86 As shown above, the asset additions excluding  grants and contributions 

for the year 2016-17 was Rs.419.51 crore and that of 2017-18 is 

Rs.817.12 crore, as against the actual net asset addition of Rs838.98 

crore for 2016-17. 

3.87 Based on the above, the value of provisional normative loan as on 1-8-

2018 is arrived at as shown below: 

 

Table : 3.36 

Provisional normative loan as on 1-4-2018 

  
SBU-G SBU-T SBU-D KSEB Ltd 

  Rs.crore Rs.crore Rs.crore Rs.crore 

1 Opening levels of  normative Loan (as on 1-4-2016) 598.97 785.66 1,219.49 2,604.12 

2 Provisional  Asset Addition Excluding grants for 2016-17 289.89 212.73 -83.11 419.51 

3 Repayment for the year  2016-17 (Depreciation) (124.59) (147.71) (97.57) (369.87) 

4 Net Addition to Normative loan 2016-17  (2-3) 165.30 65.02 -180.68 49.64 

5 Opening level of normative loans (1-4-2017) (1+4) 764.27 850.68 1,038.81 2,653.77 

6 Addition to normative loan 2017-18 162.17 478.78 176.17 817.12 

7 Repayment for 2017-18 (Depreciation) (131.84) (136.48) (50.92) (319.25) 

8 Net Addition to Normative loan 2017-18  (6-7) 30.33 342.29 125.25 497.87 

9 
Opening levels of Normative Loan (as on 1-4-2018) 

(5+8) 
794.60 1,192.98 1,164.06 3,151.64 

 

3.88 As shown above, the opening level of  normative loan for SBU-G is 

Rs.794.60crore.  
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Rate of interest for normative loan 

3.89 In the petition, KSEB Ltd has estimated the interest charges for the 

normative loan for the control period at the rate of 9.5% for the first 

year and 10% for the rest of the control period.  As per the provisions of 

Regulations, average interest rate for the existing loan portfolio is to be 

used for allowing interest charges for the normative loan.  KSEB Ltd has 

furnished the actual loan portfolio for SBU-G based on the allocation of 

existing loans for the year 2017-18 as per the clarification dated 7-12-

2018.  Based on the details furnished by KSEB Ltd the weighted average 

interest rate is estimated as shown below: 

Table : 3.37 

Details of the loan portfolio for SBU-G for 2017-18 as furnished by KSEB Ltd 

NAME OF THE FINANCIAL 

INSTITUTION 

Net loan-

Opening 

(01/04/17) 

Add: 

Drawal(s) 

during the 

Year 

Less: 

Repayment 

(s) during 

the year 

Net loan ς 

Closing ς 

(31/03/18) 

Average 

loan 

Weightage 

(%) 

Interest on 

loan 

Weighted 

average 

interest 

Rate 

(A) SECURED LOANS 
        

LIC Loan 0.98 - 0.49 0.49 0.73 0.05% 0.06 0.00% 

REC Loan Thottiyar SHEP 53.73 - - 53.73 53.73 3.67% 6.63 0.45% 

REC Loan Other Schemes 9.20 - 7.42 1.78 5.49 0.37% 0.82 0.06% 

REC Special Loan Assistance 305.93 24.47 - 330.40 318.16 21.73% 30.37 2.07% 

SOUTH INDIAN BANK Loan 

Barapole SHEP 
90.00 - 4.50 85.50 87.75 5.99% 8.75 0.60% 

Dam Rehabilitation and 

Improvement Project 
8.60 40.61 - 49.21 28.90 1.97% - 0.00% 

NABARD RIDF Loan :UKallar HEP 

ϧ.ΩǎŀƎŀǊ {±t 
0.45 3.61 - 4.06 2.26 0.15% 0.20 0.01% 

PFC Loan - Pallivasal HEP 190.93 0.95 - 191.88 191.41 13.07% 21.84 1.49% 

PFC Special Loan Assistance 305.93 31.59 - 337.52 321.72 21.97% 30.43 2.08% 

PFC Loan : GEL Kakkayam 12.58 8.00 - 20.58 16.58 1.13% 1.85 0.13% 

PFC Loan : GEL Perumthenaruvi 19.92 18.54 - 38.45 29.18 1.99% 2.97 0.20% 

TOTAL 998.24 127.78 12.41 1,113.61 1,055.92 72.11% 103.91 7.10% 

(B) Unsecured Loan 
        

Union Bank of India (UBI)Loans - 

Short Term 
- 98.26 98.26 - - 0.00% - 

 

REC Loans - Short Term - 122.37 - 122.37 61.19 4.18% 1.24 0.08% 

SBI Loans - Short Term 122.37 244.74 183.56 183.56 152.96 10.45% 13.87 0.95% 

Vijaya Bank Loans - Short term 48.95 97.90 146.85 - 24.47 1.67% 3.55 0.24% 

Canara Bank Loans - Short Term - 122.37 122.37 - - 0.00% - 
 

South Indian Bank Loans - Short 

Term 
48.95 73.42 122.37 - 24.47 1.67% 3.29 0.22% 

Bank of India Loans - Short Term 94.84 333.46 379.37 48.93 71.88 4.91% 6.12 0.42% 

Andhra Bank Loans - Short Term 146.85 73.42 220.27 - 73.42 5.01% 4.66 0.32% 

TOTAL 461.95 1,165.94 1,273.03 354.86 408.40 27.89% 32.74 2.24% 

GRAND TOTAL 1,460.19 1,293.72 1,285.45 1,468.47 1,464.33 100.00% 136.65 9.33% 
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3.90 The weighted average rate of interest for the existing loans of SBU-G, as 

per the details furnished by KSEB Ltd for the year 2017-18 is 9.33%.  In 

their petition, KSEB Ltd had proposed interest rate of 9.5% for the year 

2018-19 and a higher rate of 10% for the rest of the control period.  The 

Commission has examined the proposal of the KSEB Ltd.  It is a fact that 

there is hardening of interest rate in the recent past as the repo rate 

have been increased by 25 basis points, after generally falling for the last 

three years. Hence there is a case of higher rate of interest in future, 

though the same is to be established.   

3.91 The Commission has also examined the interest rate of existing loans. As 

per the details furnished by KSEB Ltd the opening level of loans for KSEB 

Ltd as a whole as on 1-4-2017 is Rs.6423.73 crore and closing loans is 

Rs.6479.35 crore with an average loan balance of Rs.6451.54 crore in 

2017-18.  The average rate of interest for the entire loans is 9.47%.  The 

share of loans and the interest rate applicable are also given below: 

Table : 3.38 

Details of the loans of KSEB Ltd for 2017-18 

% of loans Rate of interest 

26% 8.02% 

47% 9 to 9.08% 

21% 9.92 to 11.15% 

6% 12.13 to 11.75% 

100% 9.47% 

 

3.92 As shown above, about 73% of the loans are below 9.08%.  and 27% of 

the loans have more than 9.92%.   The Commission notes that the latest 

loans have comparatively lower rate of interest and the high cost loans 

have relatively less period for maturity.  Hence, even if there is an 

increase in the rate of interest  for the future loans,  the average rate of 

interest many not increase substantially considering the mix of loans.  

Hence, the Commission decided to maintain the rate of interest for the 

control period constant. The rate of interest applicable for the control 

period will be the average rate applicable for the SBUs based on the loan 

portfolio for 2017-18 furnished by KSEB Ltd. Accordingly, the rate of 

interest for SBU-G is taken as 9.33%. 
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Asset addition for the control period 

3.93 As mentioned above, the Commission has provisionally approved the 

asset additions as shown below for SBU-G. 

Table : 3.39 

Asset additions provisionally approved for SBU-G for the control period 

 
2018-19 2019-20 2020-21 2021-22 Total 

 Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore 

New Hydel projects - - 53.03 42.42 95.45 

Renovation & Modernisation-new 
 

12.22 
  

12.22 

Solar new 
 

57.51 
  

57.51 

Ongoing Hydel projects 23.37 354.94 278.30 111.34 767.95 

RMU- Ongoing 
 

20.40 252.26 
 

272.66 

Others - DRIP etc 
 

3.00 10.00 
 

13.00 

Total 23.37 448.07 593.59 153.76 1,218.79 

Perunthenaruvi 6 MW 42.42 
    

Grand Total 65.79 448.07 593.59 153.76 1,261.21 

 

3.94 There are no grants or contribution for creation of assets for the control 

period. This is because, the grants available for SBU-G is from MNRE, 

Govt. of India, is booked on receipt basis.  As such, the grants are not 

received yet. Based on the above, interest and financing charges for 

SBU-G is worked out for the control period. 

 

Table : 3.40 

Normative loan and interest charges for the control period 

SBU-G 2018-19 2019-20 2020-21 2021-22 

 Rs.crore Rs.crore Rs.crore Rs.crore 

Opening level of Normative loan (as of 1st April)  794.60   730.20   1,036.89   1,456.13  

Provisional Asset Additions for the year  65.79   448.07   593.59   153.76  

Contributions and Grants for the year  -     -     -     -    

Net Addition to normative loan for the year  65.79   448.07   593.59   153.76  

Repayment for the year (Depreciation)  130.19   141.38   174.35   196.26  

Closing provisional Normative loan (as on 31st 
March) 

 730.20   1,036.89   1,456.13   1,413.64  

Average loan  762.40   883.55   1,246.51   1,434.88  

Rate of interest 9.33% 9.33% 9.33% 9.33% 

Interest Charges  71.15   82.45   116.32   133.90  
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3.95 As shown above, for the control period, interest charges applicable for 

SBU-G is Rs.71.15 crore for 2018-19 and Rs.133.90 crore for 2021-22. 

Interest on Security deposits 

3.96 KSEB Ltd did not claim interest on security deposits for SBU-G as there is 

no security deposits against SBU-G 

Interest on GPF 

3.97 As per the petition, Interest on GPF for the control period is estimated 

@8.40% on the average anticipated balance of GPF.  At the end of 2017-

18, the closing balance of GPF is was Rs.2207.33 crore. KSEB Ltd 

estimates that GPF balance will increase by Rs.150 crore during the 

control period.  The details are given below: 

Table : 3.41 

Estimation of interest on provident fund as per petition 
Item 2017-18 2018-19 2019-20 2021-21 2021-22 

 Rs. Crore Rs. Crore Rs. crore Rs. crore Rs. crore 

Opening: Provident Fund as on 1
st
 April  2029.93 2207.33 2357.33 2507.33 2657.33 

Addition (net)during the Financial Year   177.40 150.00 150.00 150.00 150.00 

Closing: Provident Fund as on 31
st
 March  2207.33 2357.33 2507.33 2657.33 2807.33 

Average PF during the Financial Year 2118.63 2282.33 2432.33 2582.33 2732.33 

Average interest rate (%)   8.40% 8.40% 8.40% 8.40% 

Interest Charges  156.26 191.72 204.32 216.92 229.52 

 

3.98 KSEB Ltd had segregated the GPF balance among SBUs based on the 

share of employee cost in 2017-18 and the share of SBU G is shown in 

the table below: 

 

Table : 3.42 

SBU wise interest on provident fund estimated by KSEB Ltd 

SBU 
Employee cost 

ratio (2017-18) 
2018-19 2019-20 2020-21 2021-22 

  Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

SBU G 5.13 9.83 10.48 11.12 11.77 

SBU T 11.32 21.7 23.12 24.55 25.97 

SBU D 83.56 160.19 170.72 181.24 191.77 

Total 100 191.72 204.32 216.92 229.52 
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3.99 As shown above, the share of SBU-G based on the employee cost in 

2017-18 is 5.13% and the estimated interest of GPF is allocated based on 

the said percentage to SBU-G. 

Objections of stakeholders 

3.100  HT-EHT Association has commented that the GPF balance has to be 

based on the suomotu order for 2017-18.  In the said order, the 

Commission has approved an amount of Rs.1600 crore as the closing 

balance of GPF and the actual addition as per the balance sheet is 

Rs.409.90 crore.  Hence according to the Association the GPF balance 

would be Rs.2009.90 crore as on 1-4-2018.  The Association has not 

objected to the interest rate used or the addition to GPF. 

3.101 In reply to the comments, KSEB Ltd has stated that the actual GPF 

balance as per the audited accounts as on 31-3-2018 has been used in 

the petition.  According to KSEB Ltd the determination of GPF balance by 

arbitrary methods as proposed by the objector is not tenable and is to 

be rejected.  

Analysis and decision of the Commission 

3.102 As per the estimates of KSEB Ltd, the closing balance of Provident Fund 

is Rs.2207.33 crore as on 31-3-2018 and KSEB Ltd has assumed Rs.150 

crore per year net additions to GPF balance.  In order to estimate the 

interest charges, 8.4% rate  of interest is assumed.  The Commission has 

considered the objections of HT-EHT Association and decided that  since 

the actual GPF balance is available for 2017-18, the same is to be used 

for projection during the control period.  

 

3.103 As per the details furnished, the average interest rate for GPF for the 

year was 7.38%.  The interest rate applicable for the GPF accumulations 

for July-Sept quarter of 2018-19 was 7.6% as per the Government of 

India notifications, which is applicable for State Government as well.  

The rate has been increased by 0.4% for the period October to 

December 2018 and the rates as of now is 8%. Accordingly, the 

Commission has adopted the interest rate for GPF for the control period 

as 8%. The interest charges for the concerned SBUs has been allocated 
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as per the methodology used by KSEB Ltd ie., 5.13% for SBU-G.  Thus the 

interest charges for GPF is worked out as shown below : 

Table : 3.43 

Interest charges approved for the control period 
Item 2017-18 2018-19 2019-20 2021-21 2021-22 

 Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore 

Opening: Provident Fund as on 1
st
 April 2,029.93 2,207.33 2,357.33 2,507.33 2,657.33 

Addition (net)during the Financial Year 177.40 150.00 150.00 150.00 150.00 

Closing: Provident Fund as on 31
st
 March 2,207.33 2,357.33 2,507.33 2,657.33 2,807.33 

Average PF during the Financial Year 2,118.63 2,282.33 2,432.33 2,582.33 2,732.33 

Average interest rate (%) 7.38% 8.00% 8.00% 8.00% 8.00% 

Interest Charges  156.26 182.59 194.59 206.59 218.59 

 

3.104 Interest charges applicable to SBU-G is as shown below: 

Table :3.44 

Interest charges for GPF applicable for SBU-G 

 
 2018-19 2019-20 2020-21 2021-22 

Interest Charges  for KSEB Ltd (Rs. Crore)  182.59 194.59 206.59 218.59 

SBU G (Rs. Crore) 5.13% 9.37 9.98 10.60 11.21 

 

Interest on Master Trust 

3.105 KSEB Ltd stated that Government of Kerala,  as per notifications dated 

31.10.2013 and 28.01.2015, establish a scheme for the creation of a 

Master Trust to meet the unfunded liability of pension, gratuity and 

leave surrender as on 31.10.2013, in respect of the personnel who were 

on the rolls of KSEB Ltd and transferred from the  erstwhile KSEB to 

KSEBLtd. The total additional estimates of liability as on 31.10.2013 was 

estimated by KSEB Ltd appointed Actuaries at Rs.12418.72 Crore. 

Further, necessary funding arrangements were put in place through 

issue of 2 series of Bonds.  According to KSEB Ltd, the Commission had 

recognized the unfunded pension liabilities as above and approved 

recovery of interest on KSEBLtd share of Bonds as per Tariff Regulations, 

2014 and 2018. Accordingly, KSEB Ltd claimed interest on the bond 

issued by KSEB Ltd (Rs 8144.00 Crore) in the present control period.  

Tariff Regulations, permits claims on interest on the share of bonds 
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issued to Master Trust.  The repayment has started from 2017-18 and 

the interest due for the control period and its SBU wise segregation are 

furnished below: 

Table : 3.45 

Interest on Master Trust Bonds  

Item 2017-18 2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. Crore Rs. Crore Rs. crore Rs. Crore 

Bond Amount 8144 7736.8 7329.6 6922.4 6515.2 

Repayment (407.2) (407.2) (407.2) (407.2) (407.2) 

Interest@10% 814.4 773.68 732.96 692.24 651.52 

Balance 7736.8 7329.6 6922.4 6515.2 6108 

 

Table :3.46 

SBU wise  Interest on Master Trust Bonds   

SBU 
Employee 

cost ratio 
2018-19 2019-20 2020-21 2021-22 

  Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

SBU G 5.13 39.67 37.58 35.50 33.41 

SBU T 11.32 87.56 82.95 78.34 73.73 

SBU D 83.56 646.45 612.43 578.4 544.38 

Total 100 773.68 732.96 692.24 651.52 

 

3.106 KSEB Ltd stated that the operationalization of the Master Trust was 

delayed due to issues relating to Income tax exemption. The Master 

Trust became operational only from 01.04.2017.  KSEBL has been making 

pension payments, gratuity and leave surrender of the employees 

retired  froƳ лмΦммΦнлмо ǘƻ омΦлоΦнлмтΣ ŀǎ ΨǇŀȅ ŀǎ ȅƻǳ Ǝƻ ǇǊƛƴŎƛǇƭŜΩΣ ŀǎ 

was done by KSEB till 31.10.2013 and the Commission had approved the 

same till the truing up of 2016-17. 

Additions to Master Trust 

3.107 KSEB Ltd further stated that since the actual date of operationalization 

of the master trust is made only from 01.04.2017, actuarial valuation has 

been done as on 31.03.2017. The assessed unfunded pension liability, 

gratuity liability and leave surrender liability is Rs.16147.70 Cr.  There 

was an increase of Rs.3728.98 crore in the liability for the period from 

01.11.2013 to 31.03.2017. Thus the net additional unfunded liability as 

on 01.04.2017 was Rs 3728.98 crore over that on 31.10.2013. 
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3.108 In their petition KSEB Ltd stated that in order to meet the additional 

liability as stated above, it was decided to issue 20 year bonds 

amounting to Rs. 3728.98 Cr at a coupon rate of 10% to the Master 

Trust. The interest liability of the additional bonds during the control 

period is apportioned among the SBUs based on the employee ratio.  

Table : 3.47 
Interest on Additional Bond to Master Trust 

SBU Emp. Ratio 2018-19 2019-20 2020-21 2021-22 

 Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore 

G 5.13 19.12 19.12 19.12 19.12 

T 11.32 42.20 42.20 42.20 42.20 

D 83.56 311.58 311.58 311.58 311.58 

Total 100.00 372.90 372.90 372.90 372.90 

Total Interest on the total Liability to Master Trust 

G -- 58.79 56.7 54.72 52.53 

T -- 129.76 125.15 120.54 115.93 

D -- 958.03 924.01 889.98 855.96 

Total -- 1146.58 1105.86 1065.14 1024.42 

 

3.109 In the petition, KSEB Ltd further stated that Tariff Regulations also 

provide recovery of the annual pension contribution by KSEBL to the 

Master Trust based on the actuarial valuation through tariff on an annual 

basis. Since, claiming the entire additional contribution to the Master 

Trust in one-go is likely to result in tariff shock,  KSEB Ltd proposed to 

prepare a detailed scheme in consultation with the Government and the 

same will be submitted separately. 

Comments of the Stakeholders 

3.110 The HT-EHT Association requested that the additional commitment to 

the tune of Rs.3728.98 crore on account of delay in formation of the 

Master Trust shall not be levied on the consumers.  Friends of Electricity 

Consumers stated that at present KSEB Ltd is giving only the amount 

required for disbursing the pension to the Master Trust.  In order to 

effectively operate the funds, KSEB Ltd should properly transfer the 

interest charges and repayment amount to the trust. It is still unclear, 

how the balance amount will be transfer to the fund.  
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3.111 In their reply, KSEB Ltd stated that the additional liability is related to 

actuarial valuation and not related to any delay in formation of the 

Trust.  Further, as per Regulations 45, 58 and 79, KSEB Ltd is entitled to 

recover the annual pension contribution paid to the Master Trust based 

on the actuarial valuation in respect of the personnel allocated to the 

respective functions of KSEB Ltd. KSEB Ltd further stated that though 

KSEB Ltd is entitled to claim the additional liability accrued from 1-11-

2013 to 31-3-2017 to the tune of Rs.3728.98 crore, the same was not 

claimed in the years from 2013-14 to 2016-17.  KSEB Ltd has decided to 

issue bonds for the additional liability but the process has not been 

completed yet.   Hence only interest portion is claimed in the petition.   

Analysis and decision of the Commission 

3.112 As per the transfer scheme notified by the Government of Kerala and as 

per the Regulations, interest on the bonds issued to Master Trust is 

included in the ARR.  KSEB Ltd has accordingly claimed interest on bond 

value of Rs.8144 crore having maturity of 20 years at the rate of 10% on 

the consideration that the Master Trust was operational from 1-4-2017.  

The interest rate allowable for the same is Rs.773.63 crore for the year 

2018-19, which is the second year of operation of the Trust.  

3.113 In addition to the above, KSEB Ltd has claimed an amount of Rs.372.90 

crore per year as the interest cost of additional bonds to be issued to 

Master Trust on account of increase in the liability.   According to KSEB 

Ltd, actuarial valuation as on 31-3-2017 on the unfunded pension 

liability, gratuity liability and leave surrender liability was made and the 

liability was estimated at Rs.16147.70 crore which shows that the fund 

size has increased by Rs.3728.98 crore during the period from 1-11-2013 

to 31-3-2017 for which additional funding is required. KSEB Ltd claims 

that additional bonds for 20 year period will be issued for an amount of 

Rs.3728.98 crore at a coupon rate of 10%.  Accordingly interest liability 

of Rs.372.29 crore was claimed.  As part of the clarifications, KSEB Ltd 

has also furnished the copies of the actuarial valuation reports.   In the 

letter dated 26-12-2018, KSEB Ltd has furnished some details on the 

actuarial valuation.  KSEB Ltd claimed that the valuation done on 31-3-

2017 pegged the liability at Rs.16148 crore showing an increase of 
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Rs.3729 crore and the same was incorporated  in annual accounts for the 

year 2016-17.  The audited accounts for the year 2016-17 was adopted 

on 8-11-2018.  The actuarial valuation done as on 31-3-2018 resulted in 

increase in liability of Rs.1584.87 crore, which was incorporated in the 

annual accounts.   

3.114 As per the details furnished by KSEB Ltd, the actuarial liability of gratuity 

and leave encashment  is applicable to all employees including the staff 

recruited after 1-4-2013 though the pension liability of such employees 

are not covered in the valuation. The details and explanations furnished 

by the Actuary was included in the reply furnished by KSEB Ltd, which 

did not contain the entire details sought by the Commission.   

3.115 The Commission has noted several limitations in the proposal.  First, the 

actuarial valuation is not in line with the formation of master trust and 

its funding.  As per the second transfer scheme, Master Trust is created 

to discharge the terminal liabilities of the pensioners and employees as 

on the date of transfer ie., 31-10-2013 and Y{9. [ǘŘΩǎ ŎƻƳƳƛǘƳŜƴǘ ŦƻǊ  

payment to the Master Trust based on actuarial valuation subsequent to 

the transfer is limited to such personnel only.  It is noted that the 

valuation is carried out for the entire employees of KSEB Ltd in the case 

of gratuity and leave encashment etc., whereas the Master Fund is for 

the unfunded liability of  pensioners and employees as on the date of 

transfer scheme ie., 31-10-2013.  Secondly, the trust is not functioning as 

it is originally envisaged.  Thirdly, KSEB Ltd could not explain why the 

additional liability created on account of valuation needs to be funded at 

a rate of 10%, though no bonds was issued till date.  Fourthly, the 

proposal of KSEB Ltd does not show any amortisation of the additional 

liability and how the same is accounted in the books of accounts 

properly. Though KSEB Ltd has stated that the liability has been 

incorporated in the annual accounts, the same is not properly reflected 

in the audited accounts for the year 2017-18.   As per the  annual 

accounts for the year 2017-18, KSEB Ltd has included as on 31-3-2017 an 

amount of Rs.16147.7052 crore under Staff Pension Fund, whereas the 

value of the fund is decreased to Rs.5785.62 crore as on 31-3-2018.   
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3.116 The Commission also noted that the actuarial valuation is not carried out 

as envisaged at least for complying with provisions of Regulations and 

Orders of APTEL and Hon. High Court of Kerala.  KSEB Ltd has furnished 

the copy of the Actuarial valuation report for the period after 30-11-

2013 till 1-4-2017, which shows an enhancement in the value of 

liabilities by Rs.3728.98 crore. It is observed that the number of 

employees included is as at the date of transfer ie., 30-10-2013, while 

the Commission finalising the norms for the present Regulations and in 

conformity with the Hon. APTEL and Judgment of Hon. High Court had 

limited the no. of employees to 27175 only.   It is not clear that the 

Master Trust has been properly functional with separate bank accounts 

and proper inflow of funds as envisaged.    

3.117 In the reply dated 7-12-2018, KSEB Ltd stated that decision has already 

been taken to create funding arrangement for the actuarial liability and 

also furnished a copy of the Board Order No. B.O. (FTD) 

No.1976/FA&CAS/Actuarial Valuation/2018-19 dated 7-12-2018.   In the 

said Order, it is stated that the Full Time Directors in the meeting held on 

5-12-2018 has resolved to accord formal approval for incorporating the 

actuarial valued terminal liabilities as on 31-3-2017 and 31-3-2018 in the 

books of accounts for the year 2016-17 and 2017-18 respectively and 

also authorised the Financial Advisor to taken steps for issuing the 

additional bonds for the unfunded liability for Rs.5314 crore (Rs.3729 

crore+Rs.1585 cr).  Thus it is noted that the Full time directors have 

resolved to take up the liability to the tune of Rs.5314 crore towards 

terminal liabilities and it is not clear from the reply that the Full time 

Directors have power to create liability of such magnitude.   

3.118 As per clause 6(8) and (9) of the Government Order dated 31-10-2018,  

KSEB Ltd has to pay the annual pension contribution based on the 

actuarial valuation to the Master Trust in respect of the personnel 

transferred to KSEB Ltd as on 31-10-2013.  Accordingly it is clear that the 

Master Trust is envisaged for discharging the terminal liabilities of the 

pensioners and employees on the rolls of the KSEB Ltd as on the date of 

transfer.  
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3.119 As per the transfer scheme and constitution of Master Trust, a funding 

scheme for unfunded terminal liabilities for the employees in the rolls as 

on 31-10-2013 was created. It was envisaged to issue two streams of 

bonds in the maturity period of 10 year and 20 years.  It was also 

envisaged that the additional liability on account of actuarial valuation 

subsequently to be included in the Trust.  Thus, as per the scheme the 

consumers have the obligation of paying for the pension and other 

terminal benefits of the employees of KSEB Ltd as on the date of second 

transfer scheme for a limited period of 20  years from the formation of 

trust.  The commitment beyond the period of 20 years are to be met 

through the surpluses created in the trust.  The Commission has 

obtained the details of cash inflows and outflows from the trust since its 

formation.  KSEB Ltd vide letter dated 7-12-2018 has furnished the 

following details: 

Table :3.48 
Details of funds to /from Master Trust 

Month 

Amount 
paid to the 

Trust by 
KSEB Ltd  

 (Rs. Crore) 

Amount 
paid to 

pensioners 
by Trust   

(Rs. Crore) 

Balance 
in the 
Trust  
(Rs. 

Crore) 

Month 

Amount 
paid to the 

Trust by 
KSEB Ltd  

 (Rs. Crore) 

Amount 
paid to 

pensioners 
by Trust   

(Rs. Crore) 

Balance 
in the 
Trust  
(Rs. 

Crore) 

1 Apr-17 107.17 107.17 - 10 Jan-18 99.48 99.48 - 

2 May-17 153.04 153.04 - 11 Feb-18 95.83 95.83 - 

3 Jun-17 124.60 124.60 - 12 Mar-18 94.30 94.30 - 

4 Jul-17 98.14 98.14 - 13 Apr-18 104.16 104.16 - 

5 Aug-17 219.54 219.54 - 14 May-18 103.33 103.33 - 

6 Sep-17 25.68 25.68 - 15 Jun-18 121.55 121.55 - 

7 Oct-17 110.82 110.82 - 16 Jul-18 116.52 116.52 - 

8 Nov-17 112.94 112.94 - 17 Aug-18 219.04 219.04 - 

9 Dec-17 99.82 99.82 - 18 Sep-18 35.14 35.14 - 

 

3.120 As shown above, KSEB Ltd is paying only the amount necessary for 

discharging the pension liabilities in each month and no surplus funds 

accumulated in the Trust even after 18 months of operation of the Trust.   

The above details clearly shows that the present operation of the Trust 

ŘƻŜǎƴΩǘ ǊŜŦƭŜŎǘ ǘƘŜ ŜƴǾƛǎŀƎŜŘ ǎŎƘŜƳŜΦ   /ƻƴǎƛŘŜǊƛƴƎ ŀƭƭ ǘƘŜǎŜ ŦŀŎǘƻǊǎΣ ǘƘŜ 

Commission is decided to hold a separate proceedings towards the 

determination of funds requirements of Master Trust. Till such time, the 

Commission provisionally allows Rs.200 crore as an additional funding 
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for the Master Trust. Hence the figures shown as additional funding for 

the trust is only  provisional and is subject to a prudency check before 

the same is finally allowed.   

Table :3.49 

SBU wise  Interest on Master Trust Bonds approved for the control period   

Funding as per Initial Scheme 
Emp. 

Ratio 
2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. Crore Rs. Crore Rs. Crore 

SBU G 5.13 39.67 37.58 35.50 33.41 

SBU T 11.32 87.56 82.95 78.34 73.73 

SBU D 83.56 646.45 612.43 578.40 544.38 

Total 100 773.68 732.96 692.24 651.52 

Additional funding for the Trust 
Emp. 

ratio 
2018-19 2019-20 2020-21 2021-22 

SBU G 5.13% 10.26 10.26 10.26 10.26 

SBU T 11.32% 22.64 22.64 22.64 22.64 

SBU D 83.55% 167.10 167.10 167.10 167.10 

Total 100.00% 200.00 200.00 200.00 200.00 

Total Interest on the total Liability 

to Master Trust  
2018-19 2019-20 2020-21 2021-22 

SBU G -- 49.93 47.84 45.76 43.67 

SBU T -- 110.20 105.59 100.98 96.37 

SBU D -- 813.55 779.53 745.50 711.48 

Total -- 973.68 932.96 892.24 851.52 

 

3.121 As shown above, the contribution for the Master for SBU G will be Rs. 

49.93 crore for 2018-19 and Rs.43.67 crore in 2021-22 

Interest on working capital 

3.122 KSEB Ltd in their petition has claimed interest on working capital for 

SBU-G as per the provision of Regulation 32. Interest is allowed on the 

working capital estimated on a normative basis.   Regulation 32(2) allows 

Interest on normative level of working capital at two percent higher rate 

than the base rate as on first day of April of the year of ARR. 

ThereforeKSEB Ltd has computed the Interest on Working Capital at a 

rate of 10.70% (8.70% as on 1-4-2018 + 2%).  The parameters adopted 

for computation of Interest on Working capital for the control period for 

SBU-G are given below: 
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Table : 3.50 

Parameters for Interest on Working Capital (SBU-G) as per petition 

 

 Item 2018-19 2019-20 2020-21 2021-22 

Opening GFA (RsCr) 4413.63 4513.09 4970.32 6069.18 

 O&M Cost (RsCr) 127.858 152.436 176.591 211.7655 

 

Table : 3.51 

Interest on Working capital (SBU-G)  as per petition 

No Item 2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. Crore Rs. Crore Rs. crore 

1 O&M expenses (as per norms) 10.65843 12.703 14.7159 17.64713 

2 Maintenance Spares (as per norms) 44.1363 45.1309 49.7032 60.6918 

3 Receivables (as per norms) 0 0 0 0 

4 Less: security deposits  0 0 0 0 

5 Total Working Capital 54.79463 57.8339 64.4191 78.33893 

6 Interest Rate (as per norms) 10.70% 10.70% 10.70% 10.70% 

7 Interest on Working Capital 5.863 6.188 6.893 8.382 

 

3.123 As shown above,  the interest on working capital for the year 2018-19 is 

estimated at Rs.5.863 crore and that of 2021-22 as Rs.8.382 crore. 

Comments of  the Stakeholders 

3.124 The HT-EHT Association has stated that the petitioner has calculated at 

the working capital requirement correctly in the case of generation and 

transmission. According to the Association, net current assets for SBU-G 

and SBU-T for the year 2015-16 and 2016-17 and 2017-18 as per the 

accounts is negative. The components of the balance sheet such as 

borrowing for working capital and other current liabilities (which is 

mainly the trade payable due but not paid) results in negative working 

capital.  KSEB Ltd has not detailed the treatment of such items in the 

petition. Hence, according to the Association, KSEB Ltd is a cash rich 

entity with negative working capital requirements. Hence interest on 

working capital shall not be allowed to SBU-G and SBU-T. 

3.125 In this context, KSEB Ltd in their reply stated that the working capital is 

regulated as per Regulation 32. As per the Regulation, working capital is 

allowed on a normative basis. Hence, the argument of the petitioner is 

not tenable. 
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Provisions of the Regulations 

ά32.Interest on working capital. ς(1) The generation business/company or 
transmission business/licensee or distribution business/licensee or the State 
Load Despatch Centre shall be allowed interest on the normative level of 
working capital for the financial year, computed as under,- 
(a) In the case of liquid fuel based generating stations the working capital shall 
comprise of,- 

(i) Cost of liquid fuel for one month corresponding to approved generation; 
plus 

(ii) operation and maintenance expenses for one month; plus 
(iii) cost of maintenance spares at one per cent of the historical cost of plant 

and equipments; plus 
(iv) receivables equivalent to fixed charges and energy charges for sale of 

electricity for one month  calculated at the approved generation: 
Provided that in the case of own generating stations, no amount shall, in 
the computation of working capital in accordance with these Regulations, 
be allowed towards receivables, to the extent of supply of power by the 
generation business to the distribution business. 

(b) In the case of gas turbine/combined cycle generating stations the working 
capital shall comprise of,- 

(i) cost of gas and liquid fuel for one month corresponding to approved 
generation; plus 

(ii) operation and maintenance expenses for one month; plus 
(iii) cost of maintenance spares at one per cent of the historical cost of plant 

and equipments; plus 
(iv) receivables equivalent to fixed charge and energy charge for sale of 

electricity for one month calculated at approved generation: 
Provided that in the case of own generating stations, no amount shall, in the 
computation of working capital in accordance with these Regulations, be 
allowed towards receivables, to the extent of supply of power by the generation 
business to the distribution business. 
(c) In the case of hydro-electric generating stations the working capital shall 
comprise of,- 
(i) operation and maintenance expenses for one month; plus 
(ii) cost of maintenance spares at one per cent of the historical cost of plant 

and equipments; plus  
(iii) receivables equivalent to fixed cost of one month:  

Provided that in the case of own generating stations, no amount shall, in the 
computation of working capital in accordance with these Regulations, be 
allowed towards receivables, to the extent of supply of power by the 
generation business to the distribution business. 

 ---------------- 
(2) Interest on normative level of working capital as per this Regulation shall 
be allowed at a rate equal to two percent higher than the base rate as on the 
First day of April of the financial year in respect of which the petition for 
approval of Aggregate Revenue Requirement and determination of tariff is 
filed. έ 
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Analysis and decision of the Commission 

3.126 KSEB Ltd has claimed interest on working capital at a rate of 10.70% for 

an amount of Rs.5.863 crore for 2018-19, 6.19 crore for 2019-20, 

Rs.6.893 crore for 2020-21 and Rs.8.382 crore for the year 2021-22.  The 

Association has stated that in actual terms, there is negative working 

capital requirements for SBU-G and hence interest on working capital 

shall not be allowed.   

3.127 The Commission has duly considered the arguments of the Association. 

As per the provisions of the Regulations, interest on working capital is 

allowed on a normative basis considering the requirements. Hence, the 

Commission is not in a position to accept the objections of the 

Association.  

3.128 As per the Regulation32(2), interest on working capital is allowed 

normatively at a rate equal to two per cent higher than the base rate as 

on the first day of the financial year in which petition is filed.  

Accordingly base rate as on 1-4-2018 is applicable.  Base rate is the 

MCLR of State bank of India applicable for the first day of April of the 

respective financial year for one year tenor and the MCLR of 1 year as on 

1-4-2018 was 8.15%.  Thusthe interest applicable to working capital is 

10.15%.    Based on the above, the interest on working capital is worked 

out as shown below: 

Table 3.52 

Interest on working capital approved for the control period 

SBU-G 2018-19 2019-20 2021-21 2021-22 

 Rs.crore Rs.crore Rs.crore Rs.crore 

O&M Expenses  124.15   135.04   153.37   172.01  

GFA - Plants and Equipment 
 

4,950.88  

 

5,016.67  

 

5,464.74  

 

6,058.33  

O&M Expenses for one month  10.35   11.25   12.78   14.33  

1% of Historical cost of plants & 

Equipment 

 49.51   50.17   54.65   60.58  

Total requirement of working capital  59.85   61.42   67.43   74.92  

Rate of interest 10.15% 10.15% 10.15% 10.15% 

Interest on working capital  6.08   6.23   6.84   7.60  
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Summary of Interest and financing Charges 

 

3.129 The summary of interest and finance charges estimated by KSEB Ltd for 

SBU-G for the control period is submitted below:   

Table : 3.53 

Summary of Interest & Finance Charges proposed as per the petition for SBU-G 
No Item 2018-19 2019-20 2020-21 2021-22 

  Rs.crore Rs.crore Rs.crore Rs.crore 

1 Interest on capital liabilities 106 127.05 191.72 264.66 

2 Interest on GPF 9.83 10.48 11.12 11.77 

3 Interest to Master Trust 39.67 37.58 35.50 33.41 

4 Interest on working capital 5.86 6.19 6.89 8.38 

5 Charges to provisional  additions to Trust 19.12 19.12 19.12 19.12 

6 Total Interest & Finance Charges 180.48 200.42 264.35 337.34 

 

 

3.130 The summary of interest charges approved by the Commission for the 

control period is as shown below: 

Table : 3.54 

Summary of interest charges approved by the Commission 

SBU-G 2018-19 2019-20 2020-21 2021-22 

Item Rs.crore Rs.crore Rs.crore Rs.crore 

Interest on capital liabilities  71.15   82.45   116.32   133.90  

Interest on GPF  9.37   9.98   10.60   11.21  

Interest to Master Trust  49.93   47.84   45.76   43.67  

Interest on working capital  6.08   6.23   6.84   7.60  

Total Interest & Finance Charges  136.52   146.51   179.53   196.39  

 

 

One Time Expenses : Contribution to CMDRF 

 

3.131 KSEB Ltd in their petition, sought to claim Rs.35 crore, which is their 

contribution to Chief Ministers Relief Fund in connection with the 

natural calamity and damage caused due to the floods and land slides 

during August 2018.  The share of SBU-G is estimated at Rs.1.79 crore on 

this account and the same is included in the ARR as a one time expenses. 
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Comments of the Stakeholders 

3.132 Many participants in the public hearing objected to the inclusion of 

contribution made by KSEB Ltd towards CMDRF, in the ARR.  The 

stakeholders argued that while it is the prerogative of KSEB Ltd to 

contribute towards such causes, such contribution should not be 

included in the ARR and thereby passed to the consumers.  Instead KSEB 

Ltd must make such contributions from their own source of funds. Since 

the decision to contribute to CMDRF was made by KSEB Ltd without 

obtaining the consent of the consumers, it is not correct to pass such 

contribution to the consumers. However, the Association in their 

comments stated that since amount contributed is small, which may not 

impact the ARR and hence may be allowed in the ARR. 

Analysis and decision of the Commission 

3.133 The Commission has examined the proposal of KSEB Ltd in this regard. 

As per the information furnished by KSEB Ltd, the Full Board and Extra 

ordinary General meeting dated 20-8-2018 resolved to contribute to the 

/ƘƛŜŦ aƛƴƛǎǘŜǊǎΩ  5ƛǎǘǊŜǎǎ wŜƭƛŜŦ CǳƴŘ ƻƴ ōŜƘŀƭŦ ƻŦ ǘƘŜ Y{9. [ǘŘ ŀƴ 

amount  of Rs.35.00 crore in view of the huge destruction caused by 

natural calamity during August 2018 in the State of Kerala.  The decision 

was taken as per Section 181 and applicable provisions of the Companies 

Act 2013 and  subject to clause 42(12) of the Articles of Association of 

the Company.  In the Board of Directors meeting held on 20-8-2018, it 

was decided to contribute Rs.35 crore to CMDRF, subject to the approval 

of the EGM, since KSEB Ltd is not having average profit for the last three 

years. EGM held on the same day also resolved to contribute to the said 

amount. 

 

3.134 The Companies Act 2013 provides for three kinds of contributions under 

Section 181, 182 & 183.   Section 181 pertains to charitable 

contributions, Section 182 pertains to contribution to Political Parties 

and Section 183 pertains to contribution to National Defence Fund. In 

the present case, the contribution has been made under Section 181 of 

the Companies Act.  The said Section is quoted below: 
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Section 181. The Board of Directors of a company may 

contribute to bona fide charitable and other funds: 

Provided that prior permission of the company in general 

meeting shall be required for such contribution in case any 

amount the aggregate of which, in any financial year, exceed 

five per cent. of its average net profits for the three immediately 

preceding financial years. 

3.135 From the above, it is clear that under section 181 such contributions to 

charitable and other funds can be made only if there is a profit and 

contribution is out of the profit of the company.   Based on the above 

statutory provision, KSEB Ltd can contribute the amount out of their 

ǇǊƻŦƛǘΦ {ǳŎƘ ǇŀȅƳŜƴǘǎ Ŏŀƴƴƻǘ ōŜ ƳŀŘŜ ŀǎ ŀ ŎƘŀǊƎŜ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ 

expenses ie., in the ARR and subsequently recovered from the 

consumers through the tariff.   

Return on Equity 

3.136 In the petition, KSEB Ltd has stated that as per Regulation 34(b), the 

equity of Government of Kerala as per the Second Transfer Scheme 

published under section 131 of the Act is to be considered, for the 

computation of return on equity. The Government equity in KSEB as per 

the second transfer scheme is Rs 3499 crore.  The Regulation 28 allows a 

RoE of 14% per annum. Accordingly, the RoE of KSEBLtd is proposed as 

Rs 489.86 crore (14% on the equity of Rs 3499 Crore).    The SBU wise 

share of equity as per the annual accounts for the year 2017-18, is given 

below.  The RoE of SBU-G is apportioned by KSEB Ltd in the petition 

based on the above criteria.  

Table : 3.55 

SBU Wise Return on Equity proposed  

SBU Equity Share % of Equity  RoE 

 Rs. crore  Rs. Crore 

SBU-G 831.27 23.76 116.38 

SBU-T 857.05 24.49 119.99 

SBU-D 1810.73 51.75 253.50 
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3.137 Thus the ROE for SBU-G would be Rs. 116.38 crore each year during the 

Control Period. 

Comments of the Stakeholders 

 

3.138 The Association has pointed out the Order of the Hon.APTEL dated 18-

11-2015in Appeal No. 247 of 2014 in Kerala HT EHT Industrial Consumers 

Association Vs. KSEBL & KSERC.  In the said order, APTEL had directed 

the Commission to determine the RoE as per the recommendation of the 

consultant and as per the report of the consultant, the Commission may 

allow RoE either on the equity capital allowed earlier by the Commission 

(Rs.1553 crore) or on the reduced equity capital of Rs. 283.91 crore (Rs. 

1553 crore - Rs. 1269 crore).  The order of the APTEL is reproduced 

below: 

άмпΦт ²Ŝ ŀǊŜ ƻŦ ǘƘŜ ǾƛŜǿ ǘƘŀǘ ǎƛƴŎŜ ǘƘŜ Ŏƻƴǎǳƭǘŀƴǘ ŀǇǇƻƛƴǘŜŘ ōȅ ǘƘŜ 

State Commission has studied the whole system and recommended 

the equity value, hence, we direct the Commission to consider the 

equity amount specified by the Consultant and 14% rate of return on 

this amount has to be considered. 

14.8 Accordingly, this issue is remanded back to the Commission to go 

through and compute accordingly instead of accepting the figures of 

Y{9.Φέ 

3.139 Hence, the Association stated that as per the terms of Tariff Regulations 

2018, the Commission may allow 14% return on equity of Rs.283.91 

crore i.e. Rs.39.75 crore only. 

3.140 In this regard, KSEB Ltd has pointed out that Regulation 34(b) provides 

that equity of the government of Kerala as per the transfer scheme 

published under section 131 of the Act will be considered for 

computation of return on equity.  According to KSEB Ltd, the argument 

of the Association is against the provisions of the Regulations. 

 

Provisions in the Regulation 

ά28.Returnon Equity Share capital or Net Fixed Assets. ς (1) Return on 

equity shall be computed in rupee terms, on the paid up equity share capital 

determined in accordance with the Regulation 26 and shall be allowed at the 

rate of fourteen percent for generating business/companies, transmission 
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business/licensee, distribution business/licensee and State Load Despatch 

Centre: 

 Provided that, at the time of approving Aggregate Revenue Requirements 

return on equity share capital for generating business/ company, 

transmission business/licensee, distribution business/licensee and State Load 

Despatch Centre, shall be allowed on the amount of equity share capital 

approved by the Commission for the assets put to use at the commencement 

of the financial year and on fifty percent of equity share capital portion of the 

approved capital cost for the investment put to use during the financial year: 

 Provided further that at the time of truing up for the generating 

business/company, transmission business/licensee, distribution business/ 

licensee and State Load Despatch Centre, return on equity share shall be 

allowed on monthly pro-rata basis, taking into consideration the 

documentary evidence provided for the assets put to use during the financial 

year. 

 Provided also that if the equity or any portion of it, is invested in the 

generating business/company, transmission business /licensee or distribution 

business/licensee is part of the scheme or programme funded by the Central 

Government or State Government for which no return is payable, such 

portion of the equity shall not be eligible for any form of return.  

(2) If there is no equity invested in the business or  equity invested in the 

regulated business of the generating business/company or transmission 

business/licensee or distribution business/licensee or State Load Despatch 

Centre is not clearly identifiable, return at the rate of three percent shall be 

allowed on the net fixed assets at the beginning of the financial year for such 

regulated business: 

Provided that net fixed assets shall be exclusive of the assets created 

out of consumer contribution, deposit works, capital subsidy or grants.έ 

 

Regulation 34 provides as follows: 

 

34. Principles for adoption of Transfer Scheme under Section 131 of the Act.- 

The Commission may, for the purpose of approval of Aggregate Revenue 

Requirements and determination of tariff, adopt the changes in the balance 

sheet, due to the re-organisation of the erstwhile Kerala State Electricity 

Board as per the provisions of the Transfer Scheme published by the Kerala 

State Government under Section 131 of the Act, subject to the following 

principles,- 
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(a) Increase in the value of assets consequent to the revaluation of assets 

shall not qualify for computation of depreciation or for return on net fixed 

assets; 

(b) The equity of the Government of Kerala as per the above Transfer Scheme 

published under Section 131 of the Act will be considered for computation of 

return on equity.  

(c) The reduction of the contribution from consumers, grants and such other 

subventions for creation of assets, made as a part of Transfer Scheme, shall 

not be considered while computing the depreciation or return on net fixed 

assets; 

(d) Only the payment of interest on the bonds issued to the Master Trust will 

be approved for computation of Aggregate Revenue Requirement and the 

amount of repayment of such bonds shall not be reckoned for computation 

of Aggregate Revenue Requirement. 

(e) The Commission subject to the petition by KSEB Ltd may take appropriate 

decision on the other issues relating to the Transfer Scheme and its 

implementation on a case to case basis. 

 

Analysis and decision of the Commission 

3.141 The Commission has carefully considered the issue of equity  especially 

with regard to the amount that is required to be considered for its 

calculations.  KSEB Ltd in their submission has claimed anRoE @ of 14% 

per annum for an equity amount of Rs.3499 crore. KSEB Ltd has 

submitted Regulation 34(b) provides that equity of the Government of 

Kerala as per the transfer scheme published under section 131 of the Act 

will be considered for computation of return on equity.  As per clause 5 

of the second transfer sŎƘŜƳŜ άYŜǊŀƭŀ 9ƭŜŎǘǊƛŎƛǘȅ {ŜŎƻƴŘ ¢ǊŀƴǎŦŜǊ 

{ŎƘŜƳŜ όwŜǾŜǎǘƛƴƎύ нлмоέ ƴƻǘƛŦƛŜŘ ōȅ DƻǾŜǊƴƳŜƴǘ ƻŦ YŜǊŀƭŀ ǾƛŘŜ DΦhΦόtύ 

No.46/2013/PD dated 13-10-2013, asset and liabilities of the erstwhile 

KSEB, which was vested into Government of Kerala, has been revested 

into the Company namely Kerala State Electricity Board Limited and 

opening balance sheet has been notified as part II of Schedule A of the 

said G.O, with and Equity amount of Rs.3499 crore. 

 

The HT & EHT Association has drawn attention of the Commission to the 

ƻǊŘŜǊ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ǿƘŜǊŜƛƴΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ǿŀǎ ŘƛǊŜŎǘŜŘ ǘƻ 

determine the recommendation of the consultant.   In this context, the 

Commission notes that the Government of Kerala subsequent to the G.O 
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dated 13-10-2013 had issued G.O. (P) NO.3/2015/PD dated 28-1-2015 

and G.O. (Ms) No.17/2015/PD dated 13-5-2015. The G.O. dated 28-1-

2015 pertains to the amendments to  Kerala Electricity Transfer Scheme 

(Revesting) 2013 and G.O dated 13-5-2015 pertains to the netting off of 

dues between Government and KSEB  as on 13-10-2013 ie., the date of 

revesting. In the G.O dated 13-5-2013, it is mentioned that : 

 

άΧΧΦΦ¢ŀƪƛƴƎ ƛƴǘƻ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǘƘŀǘ ƴŜǘǘƛƴƎ ƻŦŦ ƻŦ ŘǳŜǎ ōŜǘǿŜŜƴ 

KSEB Ltd and Government forms an integral part of re-structuring of 

KSEB along with cleaninƎ ǳǇ ƻŦ Y{9. [ƛƳƛǘŜŘΩǎ .ŀƭŀƴŎŜ ǎƘŜŜǘΣ ŀ ǇŀǊǘ 

of the duty collected ie., Rs.1946 crore stands converted into the 

increased portion of equity (3499-1553) so as to ensure that the 

increase equity is a result of cash infusion to KSEB Ltd by 

Government thereby enabling the Government  to participate in the 

ƛƴŎǊŜŀǎŜŘ ǊŜǘǳǊƴ ƻƴ Ŝǉǳƛǘȅ ƛƴ ŦǳǘǳǊŜ ȅŜŀǊǎΧέΦ 

 

The Commission also notes that in compliance to the above GO,  KSEB 

Ltd has issued 349,92,00,000 equity shares of Rs.10 each in favour of 

Government Kerala for Rs.3499 crore  as per the provisions of the 

Companies Act, 2013, deals with the issue of equity shares and its 

allotments.  In this regard the Commission is satisfied that the allotment 

of equity shares for Rs.3499.2 crore in compliance to the GO conforms to 

the requirement for allotment of equity shares as per the provisions of 

the Companies Act, 2013.   It was on this basis that, the Commission 

while considering the truing up petitions of KSEB Ltd for 2015-16 and 

2016-17 had recognized the equity amount as Rs. 3499 crore and 

allowed RoE @ of 14% per annum. 

 

Considering the above facts, the Commission is of the considered view 

that the claim of KSEB Ltd for anRoE @ 14% per annum for an amount of 

Rs.3499 crore is established and justified.  Therefore the Commission 

allows Rs.116.38 crore as the RoE in the ARR of SBU-G. 

 

3.142 As per the provisions of the Regulation 34, the Commission is allowing 

the amount of equity as per the provisions of the Transfer Scheme and 
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RoE of 14% is permissible on this amount of equity.  The Regulations 

were finalised by the Commission after following the due process such 

as previous publication, public hearing etc., Once the Regulation has 

been finalised and notified after following the due procedure, it is 

binding on all the parties concerned and there is no scope for any 

deviation whatsoever. Therefore the arguments of the  

Association cannot be accepted.  Accordingly the share of RoE for SBU-G 

at the rate of 14% is allowed to be included in the ARR.  Accordingly 

Rs.116.38 crore is included in the ARR. 

 

Aggregate Revenue Requirement for SBU-G 

 

3.143 The SBU-G handles the Generation assets of KSEB Ltd and the cost of 

SBU-G is passed on to SBU-D as a transfer cost of internal generation ie., 

the revenue requirement of SBU-G is the transfer cost of internal 

generation to SBU-D. The revenue requirement for SBU-G  during the  

control period  as proposed by KSEB Ltd is as shown below:   

Table :3.56 

ARR of SBU-G for the control period as proposed by KSEB Ltd 
 No Item  2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. Crore Rs. Crore Rs. crore 

1 Operation & Maintenance Expenses 127.86 152.44 176.59 211.77 

2 Interest on long-term loans 106 127.05 191.72 264.66 

3 Interest on Master Trust Bonds  39.67 37.58 35.50 33.41 

4 GPF Interest 9.83 10.48 11.12 11.77 

5 Depreciation 122.26 125.01 137.68 168.12 

6 Interest on WC 5.86 6.19 6.89 8.38 

7 Interest on Additional Bond to Trust  19.12 19.12 19.12 19.12 

8 One Time Expenses CMDRF 1.79 -- -- -- 

9 Adjustment Controllable factors Etc 0 0 0 0 

10 Total Revenue Expenditure 432.39 477.87 578.62 717.23 

11 Return on Equity 116.38 116.38 116.38 116.38 

12 Tax on RoE 0 0 0 0 

13 
Gross Aggregate Revenue 

Requirement  
548.77 594.25 695.0 833.61 

 

3.144 As against the proposal of KSEB Ltd, the ARR approved by the 

Commission is as shown below: 
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Table : 3.57 

ARR of SBU-G for the control period as approved by the Commission 
Item    2018-19   2019-20   2020-21   2021-22  

  Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

 Operation & Maintenance Expenses   124.15   135.04   153.37   172.01  

 Interest on long-term loans   71.15   82.45   116.32   133.90  

 Interest on Master Trust Bonds    39.67   37.58   35.50   33.41  

 Interest on Additional Bond to Trust    10.26   10.26   10.26   10.26  

 GPF Interest   9.37   9.98   10.60   11.21  

 Interest on WC   6.08   6.23   6.84   7.60  

 Depreciation   130.19   141.38   174.35   196.26  

 One Time Expenses CMDRF   -     --   --   --  

 Adjustment Controllable factors Etc   -     -     -     -    

 Return on Equity   116.38   116.38   116.38   116.38  

Gross Aggregate Revenue Requirement  507.24   539.31   623.62   681.03  

 

Non-Tariff Income 

3.145 As per the petition, the non-tariff income of SBU-G includes income from 

sale of scrap, interest on advances made to contractors, interest on staff 

loans and advances, Rent from buildings etc. The projection of Non-Tariff 

income of SBU-G for the control period as per the petition is furnished 

below: 

Table :3.58 

Other income and Non-Tariff Income for SBU-G  
No Items 2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. crore Rs. crore 

1 Interest on loans and adv to licensees 0.33 0.33 0.33 0.33 

2 Interest on adv.to suppliers and contractors 2.32 2.47 2.61 2.76 

3 Interest on staff loan 0.01 0.01 0.01 -- 

4 Interest from banks FD 1.47 1.47 1.47 1.47 

5 Income from sale of scrap & tender forms 3.11 7.73 8.69 9.66 

6 Rental from staff quarters 0.06 0.06 0.07 0.08 

7 Rental from contractors 0.12 0.14 0.15 0.17 

8 Rent from others 0.62 0.72 0.81 0.9 

9 Excess found on PV 0.01 0.02 0.02 0.02 

10 SD forfeited 13.77 15.83 17.89 19.95 

11 Sale of trees 0.02 0.03 0.03 0.03 

12 Usufructs 0.14 0.16 0.18 0.21 

13 Penalty/LD from Contractors /suppliers 1.68 1.94 2.19 2.44 

14 Outside Student Project 0.03 0.03 0.03 0.04 

  15 Cost of DPR PVT shp developers 0.13 0.15 0.17 0.19 

16 Revenue energy audit consultancy 0.01 0.01 0.01 0.01 

17 Testing fee from contractors 0.02 0.02 0.02 0.02 

18 Others 1.98 2.28 2.58 2.88 

 
Total other Income 25.83 33.38 37.28 41.17 

 



101 
 

3.146 The Commission has obtained the details of Other Income & Non-tariff 

Income for 2016-17 and 2017-18.  As per the details furnished by KSEB 

Ltd in 2016-17and 2017-18, the Other income and Non-Tariff income 

was Rs.22.23 crore and Rs.25.00 crore respectively.  The projections of 

KSEB Ltd for SBU-G for the control period is consistent and accordingly, 

the Commission approves the Non-Tariff income and other income as 

projected by KSEB Ltd. 

 

Net ARR of SBU-G 

3.147 The net ARR of SBU-G,  for the control period 2018-19 to 2021-22 as per 

the petition is given below: 

Table : 3.59 

Net ARR for SBU-G as proposed by KSEB Ltd 

 No Item  2018-19 2019-20 2020-21 2021-22 

  Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

1 Gross ARR  548.77 594.25 695.00 833.61 

2 Less: Other Income 25.83 33.38 37.28 41.17 

3 Net ARR of SBU-G 522.94 560.87 657.72 792.44 

 

3.148 As mentioned in the previous para, the net ARR for SBU-G approved for 

the control period is as shown below: 
 

Table :3.60 

Net ARR for SBU-G as approved by the Commission 

 
2018-19 2019-20 2020-21 2021-22 

 
Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

Gross Aggregate Revenue Requirement  507.24   539.31   623.62   681.03  

Less Non-Tariff /Other income  25.83   33.38   37.28   41.17  

Net ARR  481.41   505.93   586.34   639.86  
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CHAPTER 4 

ARR&ERC OF SBU-T FOR THE CONTROL PERIOD  

4.1 KSEB Ltd in their petition stated that the functions of the STU as 

envisaged in the Electricity Act is entrusted to the Strategic Business Unit 

ς Transmission (SBU-T). The Second Transfer Scheme entrusts the 

responsibility on the STU to develop and execute long term plans for 

evacuation and supply of power at voltages of and above 33KV, in 

consultation and co-ordination with the other SBUs and under the policy 

framework developed by KSEB Ltd. At present SBU-T is also carrying out 

the functions of State Load Despatch Centre, as provided in Part-II of 

Schedule-A1 of the Second Transfer Scheme.  The Second transfer 

scheme requires that all assets of voltage level of 66KV and above is 

assigned to SBU-Transmission. At the same time, SBU-T is entrusted with 

the construction of 33kV and above system.   A profile SBU-T as on 31-3-

2018 is given below:  

Table : 4.1 

Transmission System (as on 31-3-2018) 

No Item Unit Quantity 

1 400 kV Lines Ckt-km 855.96* 

2 220 kV Lines Ckt-km 2855.98 

3 110 kV Lines Ckt-km 4528.08 

4 66 kV Lines Ckt-km 2154.63 

5 33KV lines Ckt-km 1945.64 

6 400 kV Substations Nos 5* + 1 

7 220 kV Substations Nos 22 

8 110 kV Substations Nos 154 

9 66KV Substations Nos 76 

10 33 KV Substations Nos 148 

11 Total transmission capacity (MVA) MVA 19994.70 

 *owned by PGCIL    

 

4.2 KSEB Ltd stated that the SBU-T handles the transmission assets of KSEB 

Ltd and manages the bulk transmission of power within the State for 

supply to SBU-D.  SBU-T as an independent business unit and its cost of 

which is recovered from SBU-D as transfer cost as intra-state 

transmission charges. In their petition, KSEB Ltd stated that Separate 
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ARR for SLDC is not prepared,butKSEB Ltd  expects to submit separate 

ARR for SLDC at the time of mid term review in 2019-20. 

Table : 4.2 

Summary of the ARR&ERC claimed by SBU-T  

Item 2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. Crore Rs. Crore Rs. crore 

Operation & Maintenance Expenses 363.23 397.46 452.88 491.28 

Interest and finance charges 151.37 257.99 435.91 555.01 

Interest on Bonds 129.76 125.15 120.54 115.93 

GPF Interest 21.70 23.12 24.55 25.97 

Depreciation 172.32 199.58 257.03 344.70 

Interest on WC and deposits 17.60 20.20 25.18 30.60 

Adj.of  Controllable/uncontrollable factors - - - - 

Other items 3.96 
   

Total Revenue Expenditure 859.94 1,023.50 1,316.09 1,563.49 

Return on Equity 119.99 119.99 119.99 119.99 

Tax on RoE - - - - 

Aggregate Revenue Requirement (10+11+12) 979.93 1,143.49 1,436.08 1,683.48 

Less: Other Income 28.85 37.3 41.82 46.35 

Less: Revenue from Open Access -- -- -- -- 

Less: Income from Other Business -- -- -- -- 

ARR from Transmission Tariff 951.08 1106.19 1394.26 1637.13 

 

4.3 In the following sections, analysis and decision of each of the items of 

the ARR is explained. 

Capital investment plan for SBU-T 

4.4 KSEB Ltd,  along with the petition for approval of ARR, ERC and Tariff 

ǇŜǘƛǘƛƻƴΣ Ƙŀǎ ŀƭǎƻ ŦƛƭŜŘ ǘƘŜ Ψ/ŀǇƛǘŀƭ LƴǾŜǎǘƳŜƴǘ tƭŀƴΩ  ƛƴ DŜƴŜǊŀǘƛƻƴΣ 

Transmission and Distribution, and the assets put in use in each of the 

above Strategic Business Units, for consideration while approving the 

interest on capital liabilities, depreciation and O&M expenses of the 

SBUs.  The Commission has examined the details submitted by KSEB Ltd 

and as detailed in Annexure-IV, the capital expenditure for SBU-T is 

provisionally approved as given below: 
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Table : 4.3 

Asset additionplan provisionally approved for the control period for SBU-T 

Sl 

No Particulars 

2018-19  2019-20 2020-21 2021-22 Total 

(Rs. Cr) (Rs. Cr) (Rs. Cr) (Rs. Cr) (Rs. Cr) 

1 

Ongoing & new works  with capital 

cost less than Rs 10.00 Cr 499.60 312.80 20.00 0.00 832.40 

2 

New capital works with capital cost 

above Rs 10.00 crore 0.00 353.74 150.92 141.80 646.46 

3 Transgrid works 0.00 362.57 1244.84 260.96 1868.37 

4 SLDC works 12.00 53.00 12.00 212.45 289.45 

5 Total 511.60 1082.11 1427.76 615.21 3636.68 

6 PSDF grant 0.00 25.00 389.58 100.00 514.58 

7 
GFA excluding consumer 

contribution & grants 511.60 1057.11 1038.18 515.21 3122.10 

 

O&M expenses 

4.5 The Operation & Maintenance Expenses of SBU-T is allowed on a 

normative manner as per the provisions of the Regulations  for the 

control period.  The O&M expenses of SBU-T is recovered on the basis of 

the no. of bays and circuit length in the system. Normative O&M 

expenses for each bay and kilometre length of lines are fixed as per 

Annexure-VIII of theTariff Regulations, 2018.The total O&M expenses for 

each year of the control period is allowed based on the no. of bays and 

the length of lines at the beginning of the year.  KSEB Ltd in their petition 

had estimated the number of bays and line length in ckt-km for 66KV 

and above for the control period considering the capital additions 

planned for these years.  Accordingly,  the  O&M expense for each year 

in the Control Period is proposed as shown below: 

 

Table : 4.4 

O&M norms for SBU-T proposed by KSEB Ltd for the control period 

 

No Item 2018-19 2019-20 2020-21 2021-22 Remarks 

1 O&M cost for Bay (Rs lakh/Bay) 10.71 11.23 11.77 12.34 Norm 

2 O&M cost (Rs  lakh/circuit km) 0.93 0.98 1.03 1.08 Norm 

3 Bays (No.) (for Previous year) 2564 2682 2914 3007 Projected 

4 Line (Ckt-Km)(for previous year) 9529.589 9823.195 10670.15 11130.965 Projected 

5 Normative O&M cost (Rs.Cr.) 363.23 397.46 452.88 491.28 Estimated 
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Functional separation of O&M expenses of SLDC 

4.6 As per the provisions of the Regulations, KSEB Ltd has to file separately 

the ARR&ERC for the SLDC and in case separate accounts are not 

available, as per Regulation 66 (2), the Commission may approve as the 

Aggregate Revenue Requirement of State Load Despatch Centre, a 

portion of the approved Aggregate Revenue Requirement of the 

transmission business of KSEB Limited, based on the proposal submitted 

by it but only for the first year of the Control Period.  

4.7 KSEB Ltd in their petition has stated that earnest efforts are being taken 

to segregate the accounts of SBU-T and SLDC. However, the segregation 

has not been finalized. However, as part of these efforts, KSEB Ltd could 

arrive at a provisional segregation of O&M expenses and GFA of SLDC as 

per the methodology stated herein, based on which, the projection of 

accounts of SLDC for the control period is made.   It is stated in the 

petition that the expenditure incurred for the following offices are 

considered as SLDC expenditure:  

¶ Main LD station at Kalamassery and Sub LD at 

Thiruvananthapuram 

¶ SCADA Sub division, Kalamassery and Thiruvananthapuram 

¶ TNMS, Kalamassery 

¶ Office of Chief Engineer, Transmission ς System Operation, 

Kalamassery. 

 

4.8 For segregation and for assessing the O&M expenses of SLDC, the 

expenditure details corresponding to the above offices are extracted 

from SARAS software.  The ownership of the land rests with 

Transmission Circle, Kalamassery.  Total amount capitalised under 

SCADA and IT system (under SCADA ς up gradation project) in the books 

of accounts of SLDC during the financial year is Rs. 9.55 Cr.  Value of 

assets capitalised excluding relay equipment is Rs.6.30 Cr for the FY 

2017-18. 

4.9 For projecting the expected normal increase in expenditure for the 

subsequent years, an escalation of 10% is taken.  In the case of repairs 

and maintenance expenditure, additional amount of Rs. 14 lakhs per 
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year is also included considering the high AMC charges for SCADA 

equipments.The GFA of SLDC for each year of the control period is 

computed based on the asset addition projected for the respective year 

as per the Capital Investment Plan for SLDC given in the ARR petition.   

Based on this, segregation of accounts of SLDC is considered and the 

O&M expenses of SLDC projected by KSEB Ltd for the control period are 

given below.  

Table : 4.5 
O&M expenses of SLDC projected by KSEB Ltd 

 

2018-19 2019-20 2020-21 2021-22 

 Rs. Crore Rs. crore Rs. Crore Rs. crore 

O&M expenses  17.35 19.22 21.28 23.55 

 

4.10 Further, the net O&M expenses of SBU-T for the control period is arrived 

atafter  deducting the O&M expenses of the SLDC as shown below:   

Table : 4.6 
Net O&M Expenses of SBU-T projected by KSEB Ltd 

 Item 2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. Crore Rs. Crore Rs. Crore 

Normative O&M cost  363.23 397.46 452.88 491.28 

Less: SLDC expenses  17.35 19.22 21.28 23.55 

Net Normative O&M Cost  345.88 378.24 431.6 467.73 

  

One time expenses 

4.11 KSEB Ltd in their petition stated that it had suffered badly during the 

Monsoon floods of 2018. The flood impaired operation of 50 Substations 

in 10 districts across the State. According to KSEB Ltd, as many as ten 

Power Transformers were submerged and many transmission towers 

and 10 major transmission lines were disrupted in  flooding.  The 

estimated financial loss for SBU-T for rectification works is assessed as 

Rs.29.77 Crore as shown below:  

Table : 4.7 
Estimated loss due to floods for SBU-T as estimated by KSEB Ltd 

No Description AmountRs. Crore 

1 Loss due to Tower / Insulator / Conductor failure 13.68 

2 Loss due to equipment / transformer failure 14.03 

3 Civil components 2.06 

 TOTAL   29.77 
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4.12 In the Petition KSEB Ltd stated that the damages that occurred in the 

ǘǊŀƴǎƳƛǎǎƛƻƴ ǎŜŎǘƻǊ ŘǳŜ ǘƻ ƴŀǘǳǊŀƭ ŎŀƭŀƳƛǘȅ Ƴŀȅ ōŜ ǘǊŜŀǘŜŘ ŀǎ ΨCƻǊŎŜ 

aŀƧŜǳǊŜΩ ŜǾŜƴǘ ŀƴŘ ǘƘŜ ŀŘŘƛǘƛƻƴŀƭ ŦƛƴŀƴŎƛŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ƛƴŎǳǊǊŜŘ ōȅ 

SBU-T   for restoring normalcy may be allowed  as one time expense of 

SBU-T for 2018-19 over and above that  incurred for normal operations 

at the time of truing up of accounts for the year 2018-19.  

4.13 KSEB Ltd also mentioned the provision for pay revision expenses will  

bea part of the O&M expenses for SBU-T, though the same is not 

claimed in the petition. An estimate of the pay revision expenses of SBU-

T and SLDC are submitted below. 

Table : 4.8 

Pay revision expenses of SBU-T projected by KSEB Ltd 
Business 

Unit 

Employee 

cost ratio 
2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. Crore Rs. Crore  

SBU T 11.32% 20.63 29.78 32.18 34.71 

 

 

Objections of the Stakeholders 

4.14 The HT-EHT Association stated that the actual growth rate of no. bays 

and circuit km for the last 7 years is 1.24% and 0.94% respectively, 

whereas KSEB Ltd has projected the growth rate at around 5%. 

Accordingly, the Association has projected the O&M expenses for SBU-T 

at a lower level of about Rs.36.81 crore in 2018-19 and Rs.101.10 crore 

in 2021-22. 

Provisions of the Regulations 

ά58.Operation and maintenance expenses.ςThe transmission 

business/licensee shall be allowed to recover operation and maintenance 

expenses as per the norms specified in Annexure-VIII to these Regulations 

for each financial year of the Control Period:  

Provided that in case one time maintenance of special nature not in 

the form of routine repair and maintenance  if any is required and is 

undertaken for transmission system, expenses for such maintenance may 

be allowed by the Commission after prudence check considering the details 

and justification furnished by the Transmission business/licensee for 

incurring such an expenditure to the satisfaction of the Commission 
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 Provided further that the transmission business of KSEB Limited shall 

be allowed to recover the annual pension contribution to the Master Trust, 

based on actuarial valuation, in respect of the personnel allocated to the 

transmission business of KSEB Limited, in addition to the above specified 

normative operation and maintenance expenses.  

Explanation :- 

(i) CƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ŘŜǊƛǾƛƴƎ ƴƻǊƳŀǘƛǾŜ hϧa ŜȄǇŜƴǎŜǎΣ ΨōŀȅΩ ǎƘŀƭƭ ƳŜŀƴ 

a set of accessories that are required to connect an electrical equipment at 

66 kV and above voltages such as transmission line, bus section breakers, 

potential transformers, power transformers, capacitors and transfer 

breaker and the feeders emanating from the bus at sub-station of the 

transmission business/licensee.  

(ii) CƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ŘŜǊƛǾƛƴƎ ƴƻǊƳŀǘƛǾŜ hϧa ŜȄǇŜƴǎŜǎΣ ΨŎƪǘ ƪƳΩ ƳŜŀƴǎ 

the length in circuit kilometres, of the transmission lines at voltages of and 

above 66 kV. 

 

Annexure-VIII 

O&M norms for the transmission business of KSEB Limited and transmission licensee 

 

 

Control period 

  2018-19 2019-20 2020-21 2021-22 

O&M cost for Bay (Rs.lakh/Bay) 10.71 11.23 11.77 12.34 

O&M cost per Circuit km (Rs.lakh/circuit 

km) 0.93 0.98 1.03 1.08 

 

Explanation: The O&M expenses for any year of the Control Period shall be 

allowed by multiplying the O&M norms for that year with the actual number 

of bays and transmission line length in ckt km for the previous year, i.e., the 

O&M expenses for FY 2018-19 shall be allowed by multiplying the O&M 

norms for FY 2018-19 with the actual number of bays and transmission line 

length in ckt km for FY 2017-18.ò 

 

Analysis and decision of the Commission 

4.15 As per the provisions of Regulation 58, the O&M expenses applicable for 

the SBU-T is based on the number ofbays and transmission line length in 

ckt km for the previous year.  As per the details furnished by KSEB Ltd, 

the no. bays and circuit kilometres and the O&M cost based  on the 

norms are as shown below: 
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Table :4.9 

O&M expenses for SBU-T approved for control period 

Item 2018-19 2019-20 2020-21 2021-22 

O&M cost for Bay (Rs lakh /Bay) 10.71 11.23 11.77 12.34 

O&M cost (Rs  lakh /circuit km) 0.93 0.98 1.03 1.08 

Bays (No.) (for Previous year) 2564 2682 2914 3007 

Line (Ckt-Km)(for previous year) 9529.589 9823.195 10670.15 11130.965 

Normative O&M cost (Rs.Cr.) 363.23 397.46 452.88 491.28 

 

Depreciation 

4.16 The depreciation for SBU-T as estimated by KSEB Ltd  as per the 

provisions of Regulation 27 of the Tariff Regulations, 2018 for the control 

period is given below: 

Table :4.10 

Depreciation for SBU-T  &  SLDC proposed by KSEB Ltd 

 Item 2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. crore Rs. crore Rs. crore 

GFA excl revaluation 5314.77 6155.61 7927.66 10631.61 

Addition during the year 840.84 1772.05 2703.95 769.32 

Total 6155.61 7927.66 10631.61 11400.93 

Depreciation for the year 172.32 199.58 257.03 344.70 

Less: Claw back depreciation -- 

   Net depreciation allowable 172.32 199.58 257.03 344.70 

 

4.17 The netdepreciation based on the capital additions proposed for the 

year was estimated for the control period based on the average rate of 

depreciation.  KSEB Ltd has assumed that consumer contribution and 

grants are not part of SBU-T.   

Objections of the Stakeholders 

4.18 There was no specific comment made by the stakeholders.  The 

Association has followed the same methodology adopted by KSEB Ltd for 

projecting their estimate of  depreciation.   However, there is a  

difference in figures of the estimation of KSEB Ltd and the Association, 

which is on account of the GFA used for the estimations. 
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Provisions in the Regulations 

4.19 Regulation 27 provides for estimation of depreciation.  The same has 

been quoted in chapter 3 

Analysis and decision of the Commission 

4.20 The Commission has examined the details furnished by KSEB Ltd.  In 

their petition, KSEB Ltd has taken as average rate of depreciation as on 

2015-16 for estimating the depreciation for the control period.  As 

mentioned in chapter 3, there are many limitations to the methodology 

proposed by KSEB Ltd.  After considering the limitations in the 

methodology of estimating depreciation, KSEB Ltd in their letter dated 

21-12-2018 has furnished a revised estimation of depreciation for the 

control period.   

4.21 In the said estimation, KSEB Ltd has considered depreciation rates of 

1.48% for assets having life more than 12 years and 5.28% for assets 

having life of 12 years or less.   In order to remove the value of fully 

depreciated assets (ie., assets having only salvage value), assets having  

life above 30 years was excluded from the estimation of depreciation.  

Since the average value of land in the total GFA is about 2.8%, which was 

also excluded. The comparison of depreciation as per the petition and 

revised as per letter dated 21-12-2018 is as shown below:  

Table :4.11 

Revised Depreciation as estimated by KSEB Ltd 

 

As per petition 

 

Revised as per letter 

dated 21-12-2018 

 

Year SBU-T KSEB Ltd SBU-T KSEB Ltd 

 
Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

2018-19 172.32 404.30 204.97 555.67 

2019-20 199.58 468.58 280.27 673.27 

2020-21 257.03 588.60 405.64 890.33 

2021-22 344.70 694.53 420.37 964.19 

 

4.22 The Table above reveals that the depreciation has been increased 

substantially in the revised submissions.  Though there are limitations, 
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the Commission is inclined to use the methodology for estimating 

depreciation with certain modifications.  

4.23 As mentioned in chapter 3, the depreciation for the control period has 

been estimated by the Commission based on the asset additions 

provisionally approved and after making adjustments for assets having 

life more than 31 years.   

4.24 The Asset addition provisionally approved by the Commission is as 

shown below: 

Table :4.12 

Asset addition provisionally approved for SBU-T for the control period 
  2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. Crore Rs. Crore Rs. Crore 

Ongoing & new works  with capital cost less than Rs 

10.00 Cr 499.60 312.80 20.00 0.00 

New capital works with capital cost above Rs 10.00 crore 0.00 353.74 150.92 141.80 

Transgrid works 0.00 362.57 1244.84 260.96 

SLDC works 12.00 53.00 12.00 212.45 

Total 511.60 1082.11 1427.76 615.21 

Less PSDF grant 0 25 389.58 100 

GFA excluding consumer contribution & grants 511.60 1057.11 1038.18 515.21 

 

Based on the methodology mentioned in chapter 3, the depreciation for 

SBU-T estimated by the Commission is as shown below: 

Table :4.13 

Depreciation approved for SBU-T the control period 

SBU-T 

Year Total Depreciation  
of KSEB Ltd 

% share of GFA of SBU-T in 
total GFA eligible for 

depreciation 

Depreciation for 
SBU-T 

  Rs. Crore  (%)   Rs.crore 

2017-18* 319.25 42.8% 136.48 

2018-19 348.84 42.0% 146.41 

2019-20 408.32 42.5% 173.47 

2020-21 518.81 43.0% 222.92 

2021-22 612.25 42.6% 261.09 

*estimates only 
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Interest and financing  charges 

4.25 Intheir petition, KSEB Ltd has claimed interest on capital liabilities, 

interest on working capital, interest on GPF, interest on security deposits 

and interest on Master Trust under interest and financing charges. Each 

of the item is explained below: 

 

Interest on capital liabilities: 

 

4.26 As per the petition of KSEB Ltd, the Interest on normative loan is 

determined after considering asset addition as well as contribution/ 

grant anticipated, allowable depreciation etc for each year of the control 

period. Details are furnished in the Table below.   

Table :4.14 

Interest on capital liabilities for SBU-T and SLDC proposed by KSEB Ltd 

No Item 2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. crore Rs. crore 

1 Opening loan 1357.41 1834.24 3346.63 5411.19 

2 GFA addition 840.84 1772.05 2703.95 769.32 

3 Less: Consumer contribution & Grants 196.60 71.37 389.58 100.00 

4 Less: Allowable depreciation 172.32 199.58 257.03 344.70 

5 Normative loan during the year 471.92 1501.10 2057.34 324.62 

6 Closing normative loan 1829.34 3330.44 5387.78 5712.40 

7 Average normative loan 1593.37 2579.89 4359.11 5550.09 

8 Interest for the year*  151.37 257.99 435.91 555.01 

* @ 9.50% for 2018-19 and @10% thereafter. 

 

4.27 KSEB Ltd in their petition has estimated the interest charges estimated 

based on interest rate at 9.5% for the first year of the control period and 

10% for rest of the control period. 

Comments of the Stakeholders 

4.28 The Association stated that in the past KSEB Ltd had made significantly 

lower capital additions than the projections made for the control period. 

The HT-EHT Association has relied on alternate estimation of normative 

loan considering a lower asset additions and contribution for the control 

period.  The Association has not made any comments on the opening 

level of loans or applicable interest charges. According the Association, 
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the interest on normative loan will be Rs.239.41 crore in 2018-19 and 

Rs.449.56 crore in 2021-22. 

4.29 In their reply to the objections of the Association, KSEB Ltd stated that 

unlike in the past, dedicated teams were assigned with specific 

responsibilities for carrying out ensuing capital additions.  Hence the 

past level of performance may not be a realistic yardstick to measure the 

proposed capital additions.  

 

Analysis and decision of the Commission 

4.30 The Commission has sought clarifications on the estimation of normative 

loans vide letter dated 16-11-2018.  KSEB Ltd has furnished the reply 

vide letter dated 7-12-2018 in which the figures for the normative loans 

for the control period was revised.  The revised figures are as shown 

below:   

Table :4.15 

Revised opening levels of normative loans furnished by KSEB Ltd 
No  Item  SBU G SBU T SBU D Total 

  Rs. crore Rs. crore Rs. Crore Rs. Crore 
1 GFA ason 01.04.2018 16861.56 5178.65 8067.32 30107.53 

2 Less: revalued 11988.98 

  

11988.98 

3 Balance GFA as on 01.04.2018 4872.58 5178.65 8067.32 18118.55 

4 Less: Approved depreciation till 01.04.2018 

   

6539.59 

5 Net Fixed Assets 

   

11578.96 

6 Less: Equity 

   

3499.05 

7 Less: pro rata Contribution & grants 

   

3993.37 

8 Normative loan 01.04.2018 

   

4086.54 

9 Normative loan balance (A) 

   

4086.54 

10 Normative loan as on 31.03.2018 

   

4086.54 

11 GFA ratio 

     12 GFA as on 01.04.2018 16861.56 5178.65 8067.32 30107.53 

 13 Less: revalued 11988.98 

  

11988.98 

 14 Balance GFA as on 01.04.2018 4872.58 5178.65 8067.32 18118.55 

 15 Ratio 26.89 28.58 44.53 

 16 SBU wise Loan balance 1098.98 1168.02 1819.54 4086.54 

 

4.31 The Commission has examined the details furnished by KSEB Ltd. KSEB 

Ltd has arrived at the opening level of normative loans for the control 

period ie., as on 1-4-2018 based on the asset additions for the year 

2016-17 and 2017-18 as per the accounts.  However, the Commission 
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while truing up the accounts for 2016-17 could not approve the asset 

additions for want of details.  Though the details were called for, KSEB 

Ltd is yet to  furnish the details as directed.   

4.32 As mentioned in Chapter 3, as per the truing up of accounts for 2016-17, 

the Commission has arrived at the normative loan of Rs.2321.38 crore as 

on 1-4-2016.  While arriving at the above level of normative loan, the 

Commission has not considered the asset additions for 2016-17 for want 

of sufficient details.  However, in order to arrive at the normative loan 

for the control period, appropriate adjustments have to be made to take 

care of the assets addition during 2016-17 and 2017-18.  Further, KSEB 

Ltd, as part of adoption of accounting standards as per IndAS, revised 

the GFA figures for the previous three years from 2016-17 thereby assets 

which are put into use, but not capitalised and remain under the head 

Ψ/ŀǇƛǘŀƭ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎΩ ƘŀŘ ōŜŜƴ ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ GFA.    

Correspondingly, the opening level of normative loan for SBU-T was 

Rs.785.66 crore as on 1-4-2016. 

4.33 As noted, the Commission could not approve the entire capital additions 

for 2016-17 for want of sufficient details.  However, in order to arrive at 

the normative loans for the control period, asset additions during 2016-

17 is to be considered.  The Commission is of the view that pending 

submission of details by KSEB Ltd, in order to facilitate the estimation of 

the normative loan for the control period, a provisional asset addition is 

to be considered. Hence the Commission after due deliberation has 

taken 50% of the net asset additions (ie., Asset Addition for the year less 

contribution and grants) was taken for the said purpose.  In the case of 

2017-18, provisionally asset addition proposed as per books of accounts 

is considered, as truing up is not completed yet.  However, this shall not 

be construed as approval for the asset additions for these years, and the 

present consideration is purely on provisional basis only. It is to be 

understood that this figure is purely provisional and actual asset 

additions with complete details thereof is to be provided by KSEB Ltd on 

or before the Mid Term Review. Based on these details if any, the 

Commission shall finalise the approve asset additions for 2016-17 and 

2017-18. Accordingly the asset additions considered for the year 2016-

17 and 2017-18 is as shown below: 
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Table :4.16 

Provisionally approved assets additions for 2016-17 and 2017-18 

 
SBU-G SBU-T SBU-D KSEB Ltd 

 Rs.crore Rs.crore Rs.crore Rs.crore 

Asset Additions 2016-17 313.56 236.07 516.82 1,066.45 

Asset Additions 2017-18 183.15 499.47 707.95 1,390.57 

Addition to Contributions and Grants 2016-17 23.67 23.34 599.93 646.94 

Addition to Contributions and Grants 2016-18 20.98 20.69 531.78 573.45 

Asset additions excluding contributions and 

Grants -2016-17 
289.89 212.73 -83.11 419.51 

Asset additions excluding contributions and 

Grants -2017-18 
162.17 478.78 176.17 817.12 

 

4.34 As shown above, the asset additions excluding  grants and contributions 

of KSEB Ltd for the year 2016-17 was Rs.419.51 crore and that of 2017-

18 is Rs.817.12 crore, as against the net asset addition in KSEB Ltd 

annual accounts of Rs.838.98 crore for 2016-17. In the case of SBU-T, the 

net Asset additions would be Rs.212.73 crore and Rs.478.78 crore 

respectively.    

4.35 Based on the above, the value of provisional normative loan as on 1-4-

2018 is arrived at Rs. 2742.46 crore and Rs.1045.23 crore for SBU-T as 

shown below: 

Table :4.17 

Provisional normative loan as on 1-4-2018 

  
SBU-T KSEB Ltd 

  Rs.crore Rs.crore 

1 Opening levels of  normative Loan (as on 1-4-2016) 785.66 2,604.12 

2 Provisional  Asset Addition Excluding grants for 2016-17 212.73 419.51 

3 Repayment for the year  2016-17 (Depreciation) 147.71 369.87 

4=2-3 Net Addition to Normative loan 2016-17 65.02 49.64 

5=1+4 Opening level of normative loans (1-4-2017) 850.68 2,653.77 

6 Addition to normative loan 2017-18 478.78 817.12 

7 Repayment for 2017-18 (Depreciation) 136.48 319.25 

8=6-7 Net Addition to Normative loan 2017-18 342.29 497.87 

9=5+8 Opening levels of Normative Loan (as on 1-4-2018) 1,192.98 3,151.64 

 

4.36 As shown above, the opening level of  normative loan for SBU-T is 

Rs.1192.98 crore.  
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Rate of interest for normative loan 

4.37 In the petition, KSEB Ltd has estimated the interest charges for the 

normative loan for the control period at the rate of 9.5% for the first 

year and 10% for the rest of the control period.  As per the provisions of 

Regulations, average interest rate for the existing loan portfolio is to be 

used for allowing interest charges for the normative loan.  KSEB Ltd has 

furnished the actual loan portfolio for SBU-T based on the allocation of 

existing loans for the year 2017-18 as per the clarification dated 7-12-

2018  Based on the details furnished by KSEB Ltd, the weighted average 

interest rate is estimated as shown below: 

Table :4.18 
Details of the loan portfolio for SBU-T for 2017-18 as furnished by KSEB Ltd 

NAME OF THE 
FINANCIAL 

INSTITUTION 

Net loan-
Opening 

(01/04/17) 

Add: 
Drawals 
during 

the Year 

Less: 
Repayment 
(s) during 
the year 

Net loan 
Closing 

(31/03/18) 

Average 
loan 

Weightage 
Interest 
on loan 

Weighted 
average 
rate of 
interest 

 Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore Rs.crore % 

(A) SECURED 
LOANS         

Loan from L I C 1.17 - 0.58 0.58 0.87 0.00 0.07 0.00% 

REC Loan 
:Kattakkada ς
tΩŎƻŘŜ {ŎƘŜƳŜ 

128.99 - 14.33 114.65 121.82 0.08 13.95 0.96% 

REC Loan :TRAN-
Group I 

67.56 4.33 1.38 70.51 69.04 0.05 7.48 0.52% 

REC Loan :  Various 
Schemes 

10.96 - 8.84 2.12 6.54 0.00 0.97 0.07% 

REC Special Loan 
Assistance 

364.53 29.16 - 393.69 379.11 0.26 36.19 2.50% 

PFC Special Loan 
Assistance 

364.53 37.65 - 402.18 383.35 0.26 36.26 2.51% 

TOTAL 937.74 71.14 25.13 983.74 960.74 0.66 94.91 6.56% 

(B) Unsecured 
Loan      

- 
  

Union Bank of India 
(UBI) Short Term 
Loan 

- 117.08 117.08 - - - - 
 

REC : Short Term 
Loan 

- 145.81 - 145.81 72.91 0.05 1.47 0.10% 

SBI : Short Term 
Loan 

145.81 291.62 218.72 218.72 182.27 0.13 16.53 1.14% 

Vijaya Bank Short 
term loan 

58.32 116.65 174.97 - 29.16 0.02 4.23 0.29% 

Canara Bank Short 
Term Loan 

- 145.81 145.81 - - - - 
 

South Indian Bank 
Short Term Loan 

58.32 87.49 145.81 - 29.16 0.02 3.92 0.27% 

Bank of India (BOI) 
Short Term Loan 

113.00 397.34 452.04 58.30 85.65 0.06 7.30 0.50% 

Andhra Bank Short 
Term Loan 

174.97 87.49 262.46 - 87.49 0.06 5.56 0.38% 

TOTAL 550.44 1,389.29 1,516.90 422.84 486.64 0.34 39.01 2.70% 

GRAND TOTAL 1,488.18 1,460.43 1,542.03 1,406.58 1,447.38 1.00 133.92 9.25% 
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4.38 The weighted average rate of interest for the existing loans of SBU-T, as 

per the details furnished by KSEB Ltd for the year 2017-18 is 9.25%.  In 

the petition, KSEB Ltd had proposed interest rate of 9.5% for the year 

2018-19 and a higher rate of 10% for the rest of the control period.   

Analysis and decision of the Commission 

4.39 The Commission has examined the proposal of KSEB Ltd.  It is a fact that 

there is an increasing in the interest rate in the recent past as the repo 

rate has been started increasing after a period of about three years. 

Hence there is a case of higher rate of interest in future, though the 

same is not certain.   

4.40 The Commission has also examined the interest rate of existing loans. As 

per the details furnished by KSEB Ltd the opening level of loans for KSEB 

Ltd as a whole as on 1-4-2017 is Rs.6423.73 crore and closing loans is 

Rs.6479.35 crore with an average rate of interest for the entire loans at  

9.47%.   Of the total loan balance, about 73% of the loans have interest 

rates below 9.08%  and 27% of the loans have interest rates more than 

9.92%.   It is also to be noted that the latest loans have comparatively 

lower rate of interest and the high cost loans have relatively less period 

for maturity.   

4.41 Hence, even if there is an increase in the rate of interest  for the future 

loans,  the average rate of interest may not increase substantially 

considering the portfolio  of loans.  Hence, the Commission has decided 

to keep the rate of interest for the control period constant. Thus the rate 

of interest applicable for the control period will be the average rate 

applicable for the SBUs based on the loan portfolio for 2017-18 

furnished by KSEB Ltd. Accordingly, the Commission has decided to 

provide a  rate of interest for SBU-T is 9.25%. 

Asset addition for the control period 

4.42 As mentioned above, the Commission has provisionally approved the 

asset additions for the control period.   Based on the above, interest and 

financing charges for SBU-T is worked out as follows for the control 

period. 
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Table : 4.19 

Normative loan and interest charges approved for the control period 

SBU-T 2018-19 2019-20 2020-21 2021-22 

 Rs. crore Rs. crore Rs. crore Rs. crore 

Opening level of Normative loan (as of 1st 
April) 

 1,192.98   1,558.17   2,441.81   3,257.06  

Provisional Asset Additions for the year  511.60   1,082.11   1,427.76   615.21  

Contributions and Grants for the year  -     25.00   389.58   100.00  

Net Addition to normative loan for the year  511.60   1,057.11   1,038.18   515.21  

Repayment for the year (Depreciation)  146.41   173.47   222.92   261.09  

Closing provisional Normative loan (as on 31st 
March) 

 1,558.17   2,441.81   3,257.06   3,511.18  

Average loan  1,375.57   1,999.99   2,849.43   3,384.12  

Rate of interest 9.25% 9.25% 9.25% 9.25% 

Interest Charges  127.28   185.05   263.65   313.12  

 

4.43 As shown above, for the control period, interest charges applicable for 

SBU-T is Rs.127.28 crore for 2018-19 and Rs.313.12 crore for 2021-22. 

Interest on security deposits: 

4.44 KSEB Ltd has not claimed any interest on security deposit as SBU-T does 

not hold any security deposit. 

Interest on GPF : 

4.45 The interest on GPF was estimated based on total balance of GFP for 

KSEB Ltd and the interest charges thereon is apportioned among the 

three SBUs based on the ratio of employees.  The interest on GPF for 

SBU-T furnished by KSEB Ltd is reproduced in the Table Below: 

Table : 4.20 
Interest on provident fund  for SBU-T proposed by KSEB Ltd 

SBU 
Employee cost 

ratio (2017-18) 
2018-19 2019-20 2020-21 2021-22 

  Rs. Crore Rs. Crore Rs. crore Rs. crore 

SBU T 11.32 % 21.7 23.12 24.55 25.97 

 

Analysis and decision of the Commission 

4.46 As per the estimates of KSEB Ltd, the closing balance of Provident Fund 

is Rs.2207.33 crore as on 31-3-2018 and KSEB Ltd has assumed Rs.150 

crore per year net additions to GPF balance with interest charges at  

8.4% per annum of interest.    
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4.47 As per the details furnished, the average interest rate for GPF for the 

year 2017-18 was 7.38%.  The interest rate applicable for the GPF 

accumulations for July-Sept quarter of 2018-19 was 7.6% as per the 

Government of India notifications, which is applicable for State 

Government as well.  The rate has been increased by 0.4% for the period 

October to December 2018 and the rate stands now at 8%. Accordingly, 

the Commission has adopted the interest rate for GPF for the control 

period as 8%. The interest charges for the concerned SBUs has been 

allocated as per the methodology used by KSEB Ltd ie., 11.32% for SBU-

T.  Interest charges applicable to SBU-T is as shown below: 

Table : 4.21 

Interest charges for GPF applicable for SBU-T 

 
 2018-19 2019-20 2020-21 2021-22 

Interest Charges  for KSEB Ltd (Rs. Crore)  182.59 194.59 206.59 218.59 

SBU T (Rs. Crore) 11.32%  20.67   22.03   23.39   24.74  

 

Interest on Master Trust bonds 

4.48 Interest on the Master Trust is apportioned based on the employee cost 

ratio for SBU-T.  In addition, the additional contribution to master trust is 

also included based on the actuarial valuation.  Thus the total interest 

charges on Master Trust claimed in the petition is as  shown below: 

Table : 4.22 

Interest on Master Trust Bonds  for SBU-T as per petition 

SBU 
Employee 

cost ratio 
Item 2018-19 2019-20 2020-21 2021-22 

   Rs.crore Rs.crore Rs.crore Rs.crore 

SBU T 11.32 % Existing bond 87.56 82.95 78.34 73.73 

  

Additional 

contribution to 

Master Trust 

42.20 42.20 42.20 42.20 

Total 
  

129.76 125.15 120.54 115.93 

4.49 As per the transfer scheme notified by the Government of Kerala and as 

per the Regulations,  interest on the bonds issued to Master Trust is 

included in the ARR.  KSEB Ltd has accordingly claimed interest on bond 

value of Rs.8144 crore having maturity of 20 years at the rate of 10% on 

the consideration that the Master Trust was operational from 1-4-2017.  
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The interest rate allowable for the same is Rs.773.63 crore for the year 

2018-19. Considering the repayment each year, the interest charges for 

the existing bonds for 2019-20 is Rs.732.96 crore, for 2020-21 Rs.692.64 

crore and that of 2021-22 is Rs.651.52 crore. The share of SBU-T for the 

interest charges on existing bonds based on the employee cost ratio 

used by KSEB Ltd is Rs.73.73 crore for 2021-22. 

4.50 In addition to the above, KSEB Ltd has claimed an amount of Rs.372.90 

crore per year as the interest cost of additional bonds to be issued to 

Master Trust on account of increase in the liability as per the actuarial 

valuation.   According to KSEB Ltd, actuarial valuation as on 31-3-2017 on 

the unfunded pension liability, gratuity liability and leave surrender 

liability was made and the liability was estimated at Rs.16147.70 crore 

which shows that the fund size has increased by Rs.3728.98 crore during 

the period from 1-11-2013 to 31-3-2017 for which additional funding is 

required. KSEB Ltd claimed that additional bonds for 20 year period will 

be issued for an amount of Rs.3728.98 crore at a coupon rate of 10%.  

Accordingly interest liability of Rs.372.29 crore was claimed.   The share 

of SBU-T is also accordingly apportioned based on employee cost ratio. 

 

4.51 As part of the clarifications, KSEB Ltd has also furnished the copies of the 

actuarial valuation reports.   In the letter dated 26-12-2018, KSEB Ltd has 

furnished some details on the actuarial valuation.  KSEB Ltd claimed that 

the valuation done as on 31-3-2017 resulted in a liability of Rs.16148 

crore showing an increase of Rs.3729 crore and the same was 

incorporated in Annual Accounts for the year 2016-17.  The audited 

accounts for the year 2016-17 was adopted on 8-11-2018.  The actuarial 

valuation done as on 31-3-2018 resulted in further increase in liability to 

the extent of  Rs.1584.87 crore, which was incorporated in the annual 

accounts.   

4.52 As per the details furnished by KSEB Ltd, the actuarial liability of gratuity 

and leave encashment  is applicable for all employees including the staff 

recruited after 1-11-2013 though the pension liability of such employees 

are not covered in the valuation. The details and explanations furnished 

by the Actuary was included in the reply furnished by KSEB Ltd, which 

did not contain the entire details sought for by the Commission.   
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Analysis and decision of the Commission  

4.53 The Commission has examined the proposal and noted several 

deficiencies.  For eg: KSEB Ltd statement that the actuarial liability of 

gratuity and leave  encashment is applicable to all employees, including 

the staff recruited after 1-11-2013 is to be examined by the Commission  

especially since the current Regulation norms have been derived taking 

into account the employee strength at 2009-10 levels as per APTEL 

orders. Accordingly, as detailed in Chapter 3, the Commission has arrived 

at the conclusion that present operation of the Trust is not as envisaged 

in the scheme.   Therefore, the Commission is of the considered view 

that there is a need for a separate proceedings on the functioning of the 

Master Trust.  Till such time, the Commission provisionally allows 

interest charges for the existing bonds as envisaged in the scheme and 

Rs.200 crore as an additional funding for the Master Trust instead of 

Rs.372.90 crore claimed by KSEB Ltd.  

Table : 4.23 

SBU wise  Interest on Master Trust Bonds approved for the control period   

Funding as per Initial Scheme 
Emp. 

Ratio 
2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. Crore Rs. Crore Rs. Crore 

SBU G 5.13 39.67 37.58 35.50 33.41 

SBU T 11.32 87.56 82.95 78.34 73.73 

SBU D 83.56 646.45 612.43 578.40 544.38 

Total 100 773.68 732.96 692.24 651.52 

Additional funding for the Trust 
Emp. 
ratio 

2018-19 2019-20 2020-21 2021-22 

SBU G 5.13% 10.26 10.26 10.26 10.26 

SBU T 11.32% 22.64 22.64 22.64 22.64 

SBU D 83.55% 167.10 167.10 167.10 167.10 

Total 100.00% 200.00 200.00 200.00 200.00 

Total Interest on the total Liability 

to Master Trust  
2018-19 2019-20 2020-21 2021-22 

SBU G -- 49.93 47.84 45.76 43.67 

SBU T -- 110.20 105.59 100.98 96.37 

SBU D -- 813.55 779.53 745.50 711.48 

Total -- 973.68 932.96 892.24 851.52 
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4.54 As shown above, the contribution to the Master for SBU T is  Rs. 110.20 

crore for 2018-19 and Rs.96.37 crore in 2021-22 

Interest on working capital 

4.55 In petition, KSEB Ltd has claimed normative working capital for SBU-T 

and SLDC as per Regulation 32.  This  include one month of O&M cost, 

cost of maintenance spares at 1% historical cost and receivables for one 

month less security deposit held, if any.   

4.56 The interest rate for working capital, as per Regulation 32(2), is 2% 

higher than the Base rate on First of April of the ARR filing Year.  Thus, 

KSEB Ltd has computed the Interest on Working Capital at a rate of 

10.70% (8.70% as on 1-4-2018 + 2%) per annum. The parameters 

adopted for computation of Interest on Working capital for the control 

period 2018-19 to 2021-22 as per the petition are given below: 

Table : 4.24 

Parameters for Working Capital proposed by KSEB Ltd  
 Item 2018-19 2019-20 2020-21 2021-22 

SBU-T 

Opening GFA (Rs.Cr.) 5307.41** 6144.33** 7861.27** 10565.22** 

 O&M Cost (Rs.Cr.) 386.81 419.17 472.53 508.66 

SLDC 

Opening GFA (Rs.Cr.) 7.36 34.08 93.11 105.10 

O&M Cost (Rs.Cr.) 17.35 19.22 21.28 23.55 

 ** excluding GFA of SLDC 

4.57 As per the petition, the Interest on Working Capital projected for the 

control period for SBU-T and SLDC are given in the tables below: 

Table :4.25 

Interest on Working capital proposed by KSEB Ltd 

No Item 2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. Crore Rs. crore 

1 O&M expenses (as per norms) 28.82 31.52 35.97 38.98 

2 Maintenance Spares (as per norms) 53.07 61.22 78.35 105.27 

3 Receivables (as per norms) 79.26 92.18 116.19 136.43 

4 Less: security deposits          

5 Total Working Capital 161.15 184.92 230.50 280.67 

6 Interest Rate (as per norms) 10.70% 10.70% 10.70% 10.70% 

7 Interest on Working Capital 17.24 19.79 24.66 30.03 

 



123 
 

Table : 4.26 

Interest on Working capital for SLDC proposed by KSEB Ltd 

No Item 2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. Crore Rs. Crore 

1 O&M expenses (as per norms) 1.45 1.60 1.77 1.96 

2 Maintenance Spares (as per norms) 0.07 0.34 0.93 1.05 

3 
Receivables (as per norms) 

 1.77 1.93 2.12 2.33 

5 Total Working Capital 3.28 3.88 4.83 5.34 

6 Interest Rate (as per norms) 10.70% 10.70% 10.70% 10.70% 

7 Interest on Working Capital 0.35 0.41 0.52 0.57 

 

Comments of the Stakeholders 

4.58 The Association has stated that the petitioner has not arrived at the 

working capital requirement correctly in the case of generation and 

transmission. According to the Association, net current assets for SBU-G 

and SBU-T for the year 2015-16 and 2016-17 and 2017-18 as per the 

accounts is negative. The components of the balance sheet such as 

borrowing for working capital and other current liabilities (which is 

mainly the trade payable due but not paid) results in negative working 

capital.  KSEB Ltd has not detailed the treatment of such items in the 

petition. Hence, according to the Association, KSEB Ltd has been a cash 

rich entity with negative working capital requirements. Hence interest 

on working capital shall not be allowed to SBU-G and SBU-T. 

4.59 In this context, KSEB Ltd in their reply stated that the working capital is 

regulated as per Regulation 32. As per the Regulation, working capital is 

allowed on a normative basis. Hence, the argument of the petitioner is 

not tenable. 

Analysis and Decision of the Commission 

4.60 As per the provisions of Regulations, interest on working capital is 

allowed on a normative basis.  KSEB Ltd has claimed interest on working 

capital of Rs.17.24 crore for SBU-T and Rs.0.35 crore for SLDC for the 

year 2018-19at a rate of 10.7%.  The Association has stated that in actual 

terms, there is negative working capital and hence interest on working 

capital shall not be allowed to KSEB Ltd.   
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4.61 TheCommission has carefully considered the differing views of the KSEB 

Ltd and the Association. Regulation 32(2) permits the calculation of 

interest on working capital considering the working capital requirements 

estimated on a normative basis. Hence, the Commission does not accept 

the objections of the Association.  

4.62 As per the Regulation 32(2), interest on working capital is allowed 

normatively at a rate equal to two per cent higher than the base rate as 

on the first day of the financial year in which petition is filed.  

Accordingly base rate as on 1-4-2018 is applicable.  Base rate is the 

MCLR of State bank of India applicable for the first day of April of the 

respective financial year for one year tenor and the MCLR of 1 year as on 

1-4-2018 was 8.15%.  Thusthe interest applicable to working capital is 

10.15%.    Based on the above, the interest on working capital is worked 

out as shown below: 

Table :4.27 
Interest on working capital approved for the control period 

SBU-T 2018-19 2019-20 2021-21 2021-22 

O&M Expenses  363.23   397.46   452.88   491.28  

GFA Plants and Equipment  5,126.26   5,637.86   6,719.97   8,147.73  

Transmission charges  874.60   983.69   1,162.47   1,283.53  

O&M Expenses for one month  30.27   33.12   37.74   40.94  

1% of Historical cost of plants & Equipment  51.26   56.38   67.20   81.48  

Receivables (Transmission charges for one month)  72.88   81.97   96.87   106.96  

Total requirement of working capital  154.42   171.47   201.81   229.38  

Rate of interest 10.15% 10.15% 10.15% 10.15% 

Interest on working capital  15.67   17.40   20.48   23.28  

Summary of Interest and financing charges 

4.63 The summary of interest and finance charges approved for SBU-T for the 

control period as per the petition is given below:   

Table : 4.28 

Summary of Interest & Finance Charges  approved for SBU-T  

 
2018-19 2019-20 2020-21 2021-22 

Item Rs.crore Rs.crore Rs.crore Rs.crore 

Interest on capital liabilities  127.28   185.05   263.65   313.12  

Interest on GPF  20.67   22.03   23.39   24.74  

Interest on Master Trust  110.20   105.59   100.98   96.37  

Interest on working capital  15.67   17.40   20.48   23.28  

Total Interest & Finance Charges  273.82   330.07   408.50   457.51  
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Contribution to CMDRF   

4.64 KSEB Ltd has claimed as part of the ARR of SBU-T, the contribution made 

by KSEB Ltd to the Chief Minister's Distress Relief Fund.  The contribution 

was made as per the Full Board and Extraordinary General Meeting 

decisions dated 20-8-2018 and pursuant to the provisions of Section 

181 and other applicable provisions of the Companies Act,2013, as 

amended from time to time and subject to clause 42(12) of the Articles 

of Association of the Company. The share of SBU-T  under this head is 

Rs.3.96 Crores.  

 
Objections of the Stakeholders 

4.65 Some stakeholders have objected to the inclusion of the contribution in 

the ARR, whereas the HT-EHT Association has stated that since the 

amount claimed is small, the same can be included. 

 
Analysis and decision of the Commission 

4.66 The Commission has examined the proposal of KSEB Ltd in this regard. 

As per the information furnished by KSEB Ltd, the Full Board and Extra 

ordinary General Meeting dated 20-8-2018 resolved to contribute to the 

/ƘƛŜŦ aƛƴƛǎǘŜǊǎΩ Distress Relief Fund on behalf of the KSEB Ltd an amount  

of Rs.35.00 crore in view of the huge destruction caused by natural 

calamity in the State of Kerala during August 2018.  The decision was 

taken as per Section 181 and applicable provisions of the Companies Act 

2013 and  subject to clause 42(12) of the Articles of Association of the 

Company.   

4.67 The Companies Act 2013 provides for three kinds of contributions under 

Section 181, 182 & 183.   Section 181 pertains to charitable 

contributions, by implication, the provisions of the Section 181 reveals 

that the contribution to charitable and other funds can be made only if 

there is a profit and contribution is out of the profit.   Based on the 

above statutory provision, KSEB Ltd can contribute the amount out of 

their profit. Such payments cannot be made as a charge on the 

ŎƻƳǇŀƴȅΩǎ ŜȄǇŜƴǎŜǎ ƛŜΦΣ ƛƴ ǘƘŜ !ww ŀƴŘ ǎǳōǎŜǉǳŜƴǘƭȅ ǊŜŎƻǾŜǊŜŘ ŦǊƻƳ 

the consumers through the tariff.   
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Return on Equity 

4.68 KSEB Ltd in their petition has proposed the ROE for SBU-T (including 

SLDC) at rate of 14% amounting to Rs. 119.99 Cr each year during the 

Control Period. This ROE is apportioned to SLDC based on GFA ratio and 

is given below. 

Table :4.29 

Segregation of ROE proposed by KSEB Ltd 
 Item 2018-19 2019-20 2020-21 2021-22 

 Rs. Crore Rs. Crore Rs. Crore Rs. crore 

SBU-T 119.82 119.82 119.82 119.82 

SLDC 0.17 0.17 0.17 0.17 

Total 119.99 119.99 119.99 119.99 

 

Comments of the stakeholders 

4.69 The Association has pointed out that in the Order dated 18-11-2015 in 

Appeal No. 247 of 2014 in Kerala HT EHT Industrial Consumers 

Association Vs. KSEBL & KSERC, Hon. APTEL had directed the Commission 

to determine the RoE as per the recommendation of the consultant and 

as per the report of the consultant, the Commission may allow RoE 

either on the equity capital allowed earlier by the Commission (Rs.1553 

crore) or on the reduced equity capital of Rs. 283.91 crore (Rs. 1553 

crore - Rs. 1269 crore).  Hence, the Association stated that as per the 

terms of Tariff Regulations 2018, the Commission may allow 14% return 

on equity of Rs.283.91 crore i.e. Rs.39.75 crore only. 

4.70 In this regard, KSEB Ltd has pointed out that Regulation 34(b) that equity 

of the Government of Kerala as per the transfer scheme published under 

Section 131 of the Act will be considered for computation of return on 

equity.  According to KSEB Ltd, the argument of the Association is against 

the provisions of the Regulations. 

 

Provisions in the Regulation 

4.71 As per Regulation 28 (1), RoE is to be allowed at a rate of 14% of the 

equity capital computed as per Regulation 26 in rupee terms.  As per 

Regulation 34(b), equity as per the Transfer Scheme is to be considered 

for providing return on equity.  
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Analysis and decision of the Commission 

4.72 The Commission has carefully considered the claim of KSEB Ltd, the 

objections raised by the Association and further clarification provided by 

KSEB Ltd.  Regulation 34(b) provides the basis for computation of RoE.  

The Regulations were finalised by the Commission after following the 

due process such as previous publication, public hearing etc., Once the 

Regulation has been finalised and notified after following the due 

procedure, it is binding on all the parties concerned and there is no 

scope for any deviation what so ever. Therefore the arguments of the  

Association that there is lower amount of equity, cannot be accepted.  

As perthe provisions of the Regulation 34(b), the Commission admitted 

the amount of equity as per the provisions of the Transfer Scheme and 

RoE of 14% is also allowed on this amount of equity.  Accordingly the 

share of profit for SBU-T at the rate of 14% is allowed to be included in 

the ARR.  The Commission therefore approves Rs.119.99 crore to be  

included in the ARR. 

Table :4.30 

RoE approved for SBU-T for the control period 

SBU 
Share of 

Equity 

% of 

Equity 
RoE 

 Rs.crore Rs.crore Rs.crore 

SBU-T 85,7.462 24.49 119.99 

KSEB Ltd 3,49,9.05 100.00 489.87 

    

 

Aggregate Revenue Requirement 

4.73 As per the petition, the total Aggregate Revenue Requirement of SBU-T 

and SLDC proposed for the control period 2018-19 to 2021-22 is given 

below:  

Table : 4.31 

ARR of SBU-T and SLDC projected by KSEB Ltd for the control period 

No  Item  2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. crore Rs. Crore 

1 Operation & Maintenance Expenses 363.23 397.46 452.88 491.28 

2 Interest and finance charges  151.37 257.99 435.91 555.01 

3 Interest on Bonds  129.76 125.15 120.54 115.93 

4 GPF Interest 21.7 23.12 24.55 25.97 
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No  Item  2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. crore Rs. Crore 

5 Depreciation 172.32 199.58 257.03 344.7 

6 Interest on WC and deposits  17.60 20.20 25.18 30.60 

7 

Adjustment   of  

Controllable/uncontrollable factors 

0 0 0 0 

8 Other items 3.96    

10 Total Revenue Expenditure 859.94 1023.50 1316.09 1563.49 

11 Return on Equity  119.99 119.99 119.99 119.99 

12 Tax on RoE 0 0 0 0 

13 

Aggregate Revenue Requirement 

(10+11+12) 979.93 1143.49 1436.08 1683.48 

 
4.74 Based on the /ƻƳƳƛǎǎƛƻƴΩǎ ŘŜŎƛǎƛƻƴ in earlier sections of this chapter, 

the approved ARR for SBU-T is as shown below: 

Table : 4.32 
Approved Gross ARR for the control period for SBU-T 
Item  2018-19 2019-20 2020-21 2021-22 

  Rs. crore Rs. crore Rs. crore Rs. Crore 

Operation & Maintenance Expenses  363.23   397.46   452.88   491.28  

Interest and finance charges   127.28   185.05   263.65   313.12  

Interest on Bonds   110.20   105.59   100.98   96.37  

GPF Interest  20.67   22.03   23.39   24.74  

Depreciation  146.41   173.47   222.92   261.09  

Interest on WC and deposits   15.67   17.40   20.48   23.28  

Adjustment   of  controllable/ uncontrollable factors     

Other items     

Total Revenue Expenditure  783.46   901.00   1,084.30   1,209.89  

Return on Equity   119.99   119.99   119.99   119.99  

Tax on RoE 0 0 0 0 

Aggregate Revenue Requirement  903.45   1,020.99   1,204.29   1,329.88  

 

Non-Tariff Income 

4.75 The non-tariff income of SBU-T includes income from sale of scrap, 

interest on advances made to contractors, interest on staff loans and 

advances, Rent from buildings etc. The projection of Non-Tariff income 

of SBU-T for the control period is given below.  
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Table : 4.33 

Other Income 

No Other Income 2018-19 2019-20 2020-21 2021-22 

  Rs.crore Rs.crore Rs.crore Rs.crore 

1 Interest on staff loans and advances 0.01 0.02 0.02 0.03 

2 Income from statutory investments 0 0 0 0 

3 Income from rent of land or buildings 0.47 0.5 0.52 0.55 

4 Income from sale of scrap 5.07 2.87 3.01 3.17 

5 Income from staff welfare activities 0 0 0 0 

6 Rental from staff quarters 0.11 0.12 0.12 0.13 

7 Excess found on physical verification 0.03 0.03 0.04 0.04 

8 
Interest on investments, FD and call deposits 
and bank balances 1.75 0.05 0.05 0.05 

9 Interest on advances to suppliers/contractors 0.33 0.05 0.05 0.05 

10 
Income from hire charges from contractors 
and others 0.01 0 0 0 

11 
Income from   fibre optic cables/co-axial cables 
on transmission system 3.79 3.9 4.49 5.07 

12 Income from advertisements, etc. 0 0 0 0 

13 Miscellaneous receipts 17.28 29.76 33.52 37.26 

  Total Other Income  28.85 37.3 41.82 46.35 

 

4.76 The Commission has obtained the details of other income for the year 

2016-17 and 2017-18.  As per the details furnished by KSEB Ltd, the non-

tariff income for SBU-T was Rs.35.46 crore and Rs.28.06 crore 

respectively for 2016-17 and 2017-18.  Based on these details, 

Commission accepts the projection of KSEB Ltd for the control period 

since the same is being reasonable. Thus, the non-tariff income is 

approved as proposed by KSEB Ltd. 

Net ARR of SBU-T and SLDC 

4.77 Based onthe above, the net ARR of SBU-T and SLDC for the control 

period claimed by KSEB Ltd in the petition is as shown below, which is 

proposed to be recovered as transfer cost of intra-state transmission 

from SBU-D. 
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Table : 4.34 

Net ARR of SBU-T proposed by KSEB Ltd 

 No Item  2018-19 2019-20 2020-21 2021-22 

  Rs. Crore Rs. Crore Rs.crore Rs. Crore 

1 Aggregate Revenue Requirement  979.93 1143.49 1436.08 1683.48 

2 Less: Other Income 28.85 37.3 41.82 46.35 

3 Less: Revenue from Open Access -- -- -- -- 

4 Less: Income from Other Business -- -- -- -- 

5 ARR from Transmission Tariff 951.08 1106.19 1394.26 1637.13 

 

4.78 As mentioned in the previous para, the net ARR approved by the 

Commission is as shown below: 

Table : 4.35 

Approved Net ARR of SBU-T 

   2018-19   2019-20   2020-21   2021-22  

 Rs. Crore Rs.crore Rs.crore Rs.crore 

Gross Aggregate Revenue Requirement    903.45   1,020.99   1,204.29   1,329.88  

Less Non-Tariff /Other income  28.85   37.30   41.82   46.35  

Net ARR  874.60   983.69   1,162.47   1,283.53  

 

 

ARR of SLDC 

4.79 As per the provisions of the Regulations, the petition for approval of ARR 

has to be given by SLDC.  However, KSEB Ltd in their petition stated that 

separate accounts are not available for SLDC and hence as per the 

provisions of Regulation 66(2) furnished apportionment of O&M 

expenses and RoE of SLDC.  

Analysis and decision of the Commission 

4.80 The Commission has examined the proposal of KSEB Ltd.  The relevant 

provision of the Regulation is as shown below: 
 

ά66.Aggregate revenue requirement of the State Load Despatch Centre.ς(1) 

The Commission shall, after prudence check, determine the aggregate 

revenue requirement of the State Load Despatch Centre, which shall 

comprise of the following items of expenditure:- 

(i) operation& maintenance expenses; 
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(ii) interest on working capital; 

(iii) depreciation; 

(iv) interest and finance charges; and 

(v) return on investment. 

(2) The State Load Despatch Centre shall submit separate audited accounts 

of its business: 

Provided that, in case separate accounts are not available, the 

Commission may approve as the Aggregate Revenue Requirement of State 

Load Despatch Centre, a portion of the approved Aggregate Revenue 

Requirement of the transmission business of KSEB Limited, based on the 

proposal submitted by it only for the first year of the Control Period: 

(3) The Commission may adopt the general and financial principles specified 

in these Regulations for the determination of Aggregate Revenue 

Requirement of the State Load Despatch Centre. ά 

 

4.81 As per Regulation 66(1), the components of ARR of SLDC are specified.  

Further, proviso to Regulation 66(2), in case separate accounts are not 

available, the Commission may approve a portion of the ARR of the 

Transmission business of KSEB Ltd based on the proposal furnished by 

KSEB Ltd.  As per the proposal of KSEB, the ARR of the SLDC covers only 

two components such as O&M and RoE.  Considering the provision of 

the Regulations, Commission is of the view that a portion of the ARR of 

STU-D is to be apportioned towards ARR of SLDC for one year.  As per 

the proposal of KSEB Ltd the ARR of SLDC is on an average 1.68% of the 

Net ARR of SBU-T for the control period as a whole, as shown below: 

Table : 4.36 

ARR of SLDC projected by KSEB Ltd 
  2018-19 2019-20 2020-21 2021-22 

 Rs. Crore Rs. Crore Rs. Crore Rs. Crore 

Net ARR 

       

951.08      1,106.19  

    

1,394.26  

    

1,637.13  

ARR of SLDC 17.84 19.77 21.93 24.26 

Share 1.88% 1.79% 1.57% 1.48% 

 

4.82 The ARR of SLDC is on an average 1.68% for the year 2018-19 as shown 

above.  Accordingly, as per Regulation 66(2) the Commission also assigns 

1.88% of the net ARR of SBU-T as the ARR of SLDC for the first year. KSEB 
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Ltd shall furnish the ARR of SLDC as per the provisions of Regulations 

during the mid term review for the approval of the Commission. 

Table : 4.37 

ARR of SLDC 

 2018-19 

Rs. Crore 

Percentage 

ARR of SLDC  16.44  1.88% 

ARR of SBU-T   858.16  98.12% 

ARR of SBU-T & SLDC  874.60  100% 

 

Norms for Operation during the control period 
 

Transmission System Availability : 

 

4.83 As per the Regulation, the ARR of the SBU-T is recovered based on the 

norms for operation during the control period.  The availability of the 

transmission system is the operational parameter for recovery of 

transmission revenue requirements.  KSEB Ltd in their petition has 

claimed availability of transmission system as 98% for the control period  

from2018-19 to 2021-22  

4.84 KSEB Ltd also stated that many of the transmission facilities were badly 

damaged and out of service for several weeks during the monsoon 

period of 2018 and that has severely affected the performance norms of 

SBU-T.  Hence it was requested that the performance norms for the year 

2018-19 may be relaxed in view of the above force majeure event.  

Further, KSEB Ltd also claimed relaxation on availability norms during 

ǎƘǳǘŘƻǿƴ ǿƻǊƪǎ ŎŀǊǊƛŜŘ ƻǳǘ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ŜȄŜŎǳǘƛƻƴ ƻŦ Ψ¢w!b{DwL5 

²hwY{ΩΦ 

Analysis and decision of the Commission 

4.85 The Commission notes that the recent floods have an impact on 

maintaining the availability of the system.  KSEB Ltd also claimed 

relaxation in the norms during the shutdown taken for the execution of 

the Transgrid works.   
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4.86 The Commission has examined the proposal of KSEB Ltd.  The 

transmission system availability is specified in the Regulations and the 

manner of estimation of the availability is also mentioned in the 

Regulations.  Relaxation in the normative availability is allowed for 

shutdowns in the transmission elements availed by STU for transgrid 

works and other agency works for maintenance or construction of their 

transmission system.  Further as per Regulations, relaxations are also 

available for force majeure events.  Since there are sufficient provisions 

available for claiming relaxation for availability, the Commission is not 

inclined to take any decisions at present. KSEB Ltd may approach the 

Commission with necessary and sufficient details for claiming relaxation 

in the transmission system availability during the truing up process for 

the respective year.  The Commission after considering the details, may 

take appropriate decision, as per the provisions of the Regulations and 

the details furnished. 
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Chapter 5 

ARR&ERC OF SBU-D FOR THE CONTROL PERIOD  

Introduction 

5.1 SBU-D of KSEB Ltd is the deemed distribution licensee and is responsible 

for distribution of about 97% of the electricity in the State. Brief profile 

of the of SBU-D is given below: 

Table : 5.1 

Profile of SBU-D 

Particulars As on 31-3-2018 

Area Sq.km. 38863 km2 

No. of Districts   14 

Electrical Circle Offices 25 

Population  (Cr) 3.45 

Consumers (Nos) 12276321 

Distribution transformers (Nos) 77724 

HT lines (11 KV,22 KV,33 KV lines)  (Ckt Kms ) 62835 

LT lines  (Ckt. Kms ) 286784 

Energy sales in MU 20881 

Total consumption(in MU) 21259 

Per capita consumption (units) 609 

Consumption per consumer (units) 1701 

 

5.2 A comparison of the growth of the electricity distribution business 

during the last  15 years is shown in the Table below:  

Table : 5.2 

Growth of the distribution system 

Particulars Units 2002-03 2017-18 Growth (%) 

Consumers Nos 6947803 12276321 77% 

Energy sales n MU MU 8752.1 20880.7 139% 

T&D loss % 29.08 13.07 -55% 

Revenue Rs Cr 2480.69 12058.06 386% 

Distribution transformers Nos 32637 77724 138% 

33 KV lines Ckt Km 408.17 1943 376% 

11 KV& 22 KV  lines Ckt Km 31455 60892 94% 

LT lines Ckt Km 199721 286784 44% 
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KSEB Ltd projection of Energy sales: 

5.3 KSEB Ltd in their petition has projected the energy sales for the control 

period based on past data of consumer strength, energy consumption, 

connected load, consumption per consumer, regional characteristics of 

the consumers, seasonal variations, economic and other conditions etc.,  

The historical sales details from 2011-12 to 2017-18 furnished by KSEB 

Ltd is as shown below: 

Table : 5.3 

Category wise Energy sales from 2011-12 to 2017-18 
Category 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 6Y CAGR  

 (MU) (MU) (MU) (MU) (MU) (MU) (MU) (%) 

Domestic 7705.86 8313.36 8739.52 9367.26 9943.48 10280.74 10574.84 5.44 

Commercial 2141.22 2224.06 2229.34 2418.28 2735.36 2957.95 3063.48 6.14 

Industrial 1097.04 1101.96 1096.56 1096.93 1103.23 1131.91 1112.33 0.23 

Agricultural 286.18 306.08 310.24 291.41 279.48 321.98 346.03 3.22 

Streetlight 294.26 313.2 319.06 346.43 366.62 375.77 373.48 4.05 

Sub Total (LT ) 11524.56 12258.66 12694.72 13520.31 14428.16 15068.35 15470.15 5.03 

HT category 2586.27 2687.56 2791.64 2988.14 3130.94 3301.83 3494.04 5.14 

EHT Category 1243.12 1217.59 1243.85 1158.45 975.06 826.38 1041.94 -2.90 

Railways 154.49 173.67 200.69 205.31 212.83 229.59 265.8 9.47 

Bulk Supply 472.09 500.76 523.15 554.06 578.08 612.1 608.77 4.33 

Total Sales 15980.53 16838.24 17454.05 18426.27 19325.07 20038.25 20880.7 4.56 

Open Access *         4.43 135.25 441.55 378.02   

Total Conspn 15980.53 16838.24 17454.05 18430.7 19460.32 20479.8 21258.71 4.87 

* includes captive generation energy 

 

5.4 The following table shows the growth in number of consumers in the 

previous years. 

Table : 5.4 

Growth in number of consumers from 2011-12 to 2017-18 
Category FY-12 FY-13 FY-14 FY-15 FY-16 FY-17 FY-18 

 Domestic 8324961 8573938 8788916 8987947 9124747 9384957 9562253 

 Commercial 1538786 1633689 1795160 1830937 1923402 1994916 2081567 

 Industrial 132051 131583 137744 142001 136693 141683 136964 

 Agricultural 455078 460263 463006 461287 473882 447551 462763 

 St Lights 3160 3505 3789 4072 4281 20350 27131 

Total (LT) 10454036 10802978 11188615 11426244 11663005 11989457 12270678 

HT category 3540 3854 4217 4592 4963 5293 5577 

 EHT Category 40 40 39 40 42 42 43 

 Railways 8 8 8 8 9 12 12 

 Bulk Supply 13 10 11 11 12 12 11 

Total HT& EHT 3601 3912 4275 4651 5026 5359 5643 

Total 10457637 10806890 11192890 11430895 11668031 11994816 12276321 
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5.5 The total consumption in the State for the year 2017-18 is as shown 

below: 

Table : 5.5 

Total consumption of electricity in 2017-18 

Category 

KSEBL 

Sales  

Open access 

Energy  Captive (MU) Total 

  (MU)   (MU) SHP Solar (MU) 

LT total 15470.15 0   6.04 15476.19 

HT Total 3494.04 27.87   2.59 3524.50 

EHT Total 1307.74 241.99 68.03 30.69 1648.45 

Bulk Licensees 608.77       608.77 

Off- grid Solar        0.80 0.80 

Grand Total 20880.7 269.86 68.03 40.12 21258.71 

 

5.6 As shown in the table above, the total sales in 2017-18 was 20881MU 

and the energy consumption through open access by the consumers in 

the state is 269.86MU. The captive consumption through small hydel 

and solar energy schemes is 108.15 MU, totalling to 21258.71MU.  KSEB 

Ltd stated that based on the historical consumption and other 

parameters, the energy sales for the various consumer categories have 

been projected by KSEB Ltd for the control period. The rationale used by 

KSEB Ltd for the projections for different categories is explained below: 

¶ άFor domestic category, the consumption shows a steady decreasing 

trend (3 year Compounded Annual Growth Rate (CAGR) is 4.13% against 

6 year CAGR of 5.44%) during the last three years. Since, year 2012-13 

was a drought year,5 year CAGR cannot be applied for projection. 

Further, the factors contributing to reduction in consumption 

(saturation, LED DSM impact, solar penetration etc) are applicable to 

last three years, hence CAGR of 3 years seems to be appropriate for the 

domestic category. An allowance of 0.25% reduction is allowed for 

savings due to DSM activities.  

¶ The6 year CAGR is used for energy sales projection of LT Commercial, LT 

Agriculture and Public lighting category.  

¶ As for Industrial category, the consumption shows a small negative 

growth in CAGR for  last 6 years and year over year change from 2017-

18 is negative. Hence 1 % growth is considered for the projection.   



137 
 

¶ Impact of Solar installations by consumers in future years is not 

considered for projection because of difficulty in predicting the same.  

¶ In the case of HT & EHT category, it is not possible to predict the 

quantum of energy purchase by open access consumers because they 

resort to short term power purchase and have not furnished any definite 

proposals for the future. Hence energy sales including energy wheeled 

by embedded open access consumers is also considered for future 

projections. Energy consumed from captive generation is not considered 

for future energy sales projection. 

¶ The 6 year CAGR is used for energy sales projection of HT Industrial, 

Commercial & General combined and HT Agriculture category. HT 

domestic is relatively a new category formed in 2014-15 and CAGR is on 

the higher side. Hence a growth of 5 % growth is considered. 

¶ In the case of EHT categories, 3 year CAGR is taken for EHT 66 KV, 110 

KV and EHT non-industrial category because of re-categorisation of 

categories during 2012-13 and 2013-14. In the case of EHT 220 KV, 

being a captive generator, there is a wide variation in their 

consumption; hence projection based on their previous trends cannot be 

relied. 

¶ In addition to the sale to its own consumers, KSEBL has been providing 

electricity to other licensees at the Bulk Supply Tariff (BST) approved by 

the Hon Commission. In the case of these licensees, 6 year CAGR ie., 

4.33% is taken for energy sales projection.έ 

 

5.7 The energy sales for the year 2018-19 was estimated by KSEB Ltd based 

on the actual consumption till September 2018,  new service 

connections proposed during the ensuing years, DSM initiatives taken by 

the KSEB Ltd and its impact of wheeled energy, solar penetration etc. 

The energy sales for various customer categories are estimated primarily 

based on the CAGR trends during past years. Wherever it is observed 

that the trend is unusual, the growth factors have been corrected based 

on experience to arrive at more realistic projections. For instance, for 

the year 2018-19, the energy demand for the first half of the financial 

year showed a considerable reduction owing to the heavy monsoon and 

consequent floods. 

5.8 Based on the above, the energy sales projected for the control period is 

as shown below: 
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Table : 5.6 

Energy sales projected by KSEB Ltd for the control period 

  
Control period 

Category 2017-18 2018-19 2019-20 2020-21 2021-22 

 
(MU) (MU) (MU) (MU) (MU) 

LT I  Domestic 10,569.99 10,856.52 11,439.87 11,901.30 12,381.33 

LT VI&VII Commercial 3,063.48 3,168.22 3,448.97 3,660.73 3,885.49 

LT IV Industrial 1112.33 1,100.98 1,134.68 1,146.03 1,157.49 

LT V Agricultural 346.03 350.02 368.65 377.80 387.19 

LT VIII Street Lights 373.48 380.84 404.36 420.75 437.81 

LT II Colonies 4.85 4.90 5.05 5.10 5.15 

LT IX  Adv. Hoardings 
 

2.01 2.12 2.18 2.25 

LT  Total 15,470.16 15,863.49 16,803.70 17,513.89 18,256.71 

HT I Industrial 2062.99 2,137.66 2,280.91 2,385.08 2,494.01 

HT II  General 761.64 797.91 864.87 918.70 975.88 

HTIII  Agricultural 9.61 9.69 10.17 10.46 10.76 

HT IV Commercial 644.82 671.26 727.59 772.88 820.98 

HT V Domestic 14.97 15.41 16.51 17.33 18.20 

EHT I 66kV Industrial 247.34 355.56 369.22 375.75 382.38 

EHT II  110kV industrial 631.13 748.67 778.40 793.12 808.12 

EHT III 220kV Industrial 77.99 94.83 101.61 106.69 112.02 

EHT Non industrial 70.14 70.48 73.75 75.62 77.54 

Railway Traction 265.80 273.51 293.05 307.70 323.09 

KMRL 15.35 15.79 16.92 17.77 18.66 

HT & EHT Total 4801.78 5,190.77 5,533.00 5,781.10 6,041.64 

Bulk 608.77 593.03 632.99 662.29 693.10 

Total 20,880.71 21,647.29 22,969.69 23,957.28 24,991.45 

Growth (%) 
 

2.35 6.10 4.30 4.32 

 

5.9 The overall growth rate in energy sales to consumers within Kerala for 

the first year of the control period ie., 2018-19 is projected at 2.35% and 

6.10% for the next year.  The lower sales during 2018-19 is due to 

reduced consumption on account of floods etc., in 2018-19.  However, in 

the next year ie.2019-20, the growth rate is 6.10%, following the 

compounded annual grow rate. 

Comments of the stakeholders 

5.10 The HT-EHT Association observed that the LT level sale is decreasing and 

taking 6/5 year CAGR do not depict a true picture and such estimations 

may lead to inflated projections. According to the Association sales on 

year to year basis would better reflect the fair picture of consumption 
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pattern. In the case of HT-EHT sales, there is no specific trend and hence 

a year to year average growth rate in sales over the previous year is 

better.  Thus the objector has estimated the energy sales, which is at 

variance with the growth pattern and  the sales forecast used by KSEB 

Ltd. The AssociatƛƻƴΩǎ ǇǊƻƧŜŎǘƛƻƴǎ ŀǊŜ ǎƘƻǿƴ ƛƴ ¢able below: 

Table : 5.7 
Energy sales projections of HT-EHT Association 

Category FY 
2018-19 

FY 
2019-20 

FY 
2020-21 

FY 
2021-22 

 (MU) (MU) (MU) (MU) 

Domestic 10856.52 11195.92 11545.93 11906.88 

Commercial 3168.22 3377.76 3585.15 3805.27 

Industrial 1100.98 1111.99 1123.11 1134.34 

Agricultural 350.02 361.28 370.24 379.44 

Street Lights 380.84 396.28 412.34 429.05 

LT II 4.90 4.95 5.10 5.15 

LT IX 2.01 2.07 2.18 2.25 

LT Total 15863.49 16450.25 17044.05 17662.39 

HT I 2137.66 2256.07 2359.10 2466.84 

HT II 797.91 845.68 896.31 949.97 

HTIII 9.69 10.17 10.46 10.76 

HT IV 671.26 705.20 740.86 778.32 

HT V 15.41 16.51 17.33 18.20 

HT Total 3631.93 3833.63 4024.06 4224.10 

EHT I 355.56 369.22 375.75 382.38 

EHT II 748.67 762.37 776.32 790.53 

EHT III 94.83 101.61 106.69 112.02 

EHT non industrial 70.48 71.89 73.33 74.79 

Railway Traction 273.51 287.19 301.55 316.63 

KMRL 15.79 16.92 17.77 18.66 

EHT Total 1558.84 1609.20 1651.41 1695.02 

Bulk 593.03 618.70 645.48 673.43 

HT & EHT Total 5783.80 6061.53 6320.95 6592.54 

Total sales for the year ς (2) 21647.29 22511.78 23365.01 24254.93 

Growth over previous year (%) 1.83% 3.99% 3.79% 3.81% 

Difference in sales as projected by 
the Objector and Petitioner (1-2) 

0.00 457.89 592.25 736.51 

 

5.11 In this regard, KSEB Ltd stated that energy projections based on a year to 

year trend may not be reasonable as it reflect only last years trend and 

may be erroneous if the year is an abnormal one.  According to KSEB Ltd, 

2016-17 was a drought year and hence 2017-18 growth rate was low due 

to reasons such as Demand Side Management (DSM) measures.  Hence 

using such year for base figure to forecast future trends is not 
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reasonable. KSEB Ltd stated that the objector has deliberately taken a 

lower growth during the past 10 years and such projections cannot be 

accepted.   

Provisions in the Regulations 

άтмΦ Sales forecast. ς(1) The distribution business/licensee shall 

submit, along with the petition for approval of Aggregate Revenue 

Requirement and determination of tariff, a forecast of expected 

demand and sale of electricity to different categories of consumers 

and to each consumption slab within each tariff category, in its area 

of supply for the Control Period. 

(2) Sale of electricity, if any, to electricity traders or other 

distribution licensees shall be separately indicated. 

(3) The Commission shall examine the forecasts for its 

reasonableness based on the growth in number of consumers and 

consumption per consumer, the demand of electricity in the preceding 

financial years, anticipated growth in the succeeding financial years 

and any other factor, which the Commission may consider relevant 

and approve forecast of sale of electricity to the consumers with such 

ƳƻŘƛŦƛŎŀǘƛƻƴǎ ŀǎ ŘŜŜƳŜŘ ŀǇǇǊƻǇǊƛŀǘŜΦέ 

 

Analysis and decision of the Commission 

5.12 As per the Regulations, KSEB Ltd is required to file the energy sales 

forecast for the control period and the Commission has to verify the 

projections based on the parameters such as the previous year sales, 

growth in the number of consumers, specific consumption etc., KSEB Ltd  

has furnished the historical sales details, annual average growth rate, 

compounded growth rate, number of consumers etc., for substantiating 

the sales projections. Further rationale used for projecting the sales for 

each category of consumers is also given.   In the case of the major 

category ie., Domestic category which constitutes about 51% of sales 

and 78% of total consumers, as per the details, KSEB Ltd has used three 

year CAGR for projecting the sales as there is a decrease in growth in the 

sales in the recent past due to  saturation, LED/DSM effect, solar 

penetration etc., However, the trends in the recent years would 

reasonably reflect the short term future growth.  Further an allowance 
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0.25% is applied for DSM activities.  In the case of LT commercial, LT 

Agriculture and public lighting, KSEB Ltd has used 6 year CAGR as  it 

reflect the average growth in the previous years.  

5.13 In the case of LT industrial, there is a negative growth in the previous 

year and the 6 year CAGR is also negative.  Hence 1% growth rate is  

used.  In the case of HT Industrial, Commercial, General and HT 

agriculture, 6 year CAGR is used.  In the case of EHT category, 3 year 

CAGR was used for  66kV and 110 kV industrial and EHT general as there 

was recategorization of categories in the past.  For bulk supply also  6 

year CAGR was used.   

5.14 It is also mentioned that the impact of solar installations by consumers 

has not taken into consideration and future projection of energy sales to 

embedded open access consumers is inclusive of energy wheeled by 

these consumers, as there is no definite proposals for open access 

procurement in the future.  

5.15 The Commission has examined the projections of sales for the different 

categories in detail.  The rationale given by KSEB Ltd seems to be 

reasonable for most of the categories consumers.  The share of energy 

sales and consumer mix for the year 2017-18 is as shown below: 

Table : 5.8 

Share of sales and no. of consumers in 2017-18 
Category 2017-18 

  Sales (MU) % share 

No. 

consumers % share 

LT I  Domestic  10,569.99  51% 9562060 77.9% 

LT VI&VII Commercial     3,063.48  15% 2079316 16.9% 

LT IV Industrial 1112.33 5% 136964 1.1% 

LT V Agricultural        346.03  2% 462763 3.8% 

LT VIII Street Lights        373.48  2% 27131 0.2% 

LT II Colonies            4.85  0% 193 0.0% 

LT IX  Adv. Hoardings   0% 2116 0.0% 

LT  Total  15,470.16  74% 12270543 99.954% 

HT I Industrial 2062.99 10% 2158 0.018% 
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Category 2017-18 

  Sales (MU) % share 

No. 

consumers % share 

HT II  General 761.64 4% 1321 0.011% 

HTIII  Agricultural 9.61 0% 60 0.000% 

HT IV Commercial        644.82  3% 1938 0.016% 

HT V Domestic          14.97  0% 100 0.001% 

EHT I 66kV Industrial        247.34  1% 15 0.000% 

EHT II  110kV industrial        631.13  3% 20 0.000% 

EHT III 220kV Industrial          77.99  0% 1 0.000% 

EHT Non industrial 70.14 0% 5 0.000% 

Railway Traction        265.80  1% 12 0.000% 

KMRL          15.35  0% 2 0.000% 

HT & EHT Total 4801.78 23% 5632 0.046% 

Bulk supply to licensees        608.77  3% 11 0.000% 

Total  20,880.71  100% 12276175 100.0% 

 

5.16 As shown above, in 2017-18, the total sale was 20881MU and with LT 

sales is about 74%, HT& EHT 23% and 3% to bulk supply to licensees. 

Regarding the number of consumers, LT consumers constitute 99.9% of 

which domestic category alone accounts for 78%. 

5.17 The Commission has also examined the projections of KSEB Ltd on the 

number of consumers.  The details are given below: 

Table : 5.9 

Projections of no. of consumers for the control period by KSEB Ltd 

Category 

6 year 

CAGR 

in % 

% 

taken 
2018-19 2019-20 2020-21 2021-22 

LT category 

 Domestic 2.34 2.34 9785425 10014007 10247929 10487315 

 Commercial 5.16 5.16 2189067 2302119 2421009 2546040 

 Industrial 0.61 0.61 137800 138642 139489 140340 

 Agricultural 0.28 0.28 464056 465353 466654 467958 

 Street Lights 43  7.2 28522 30307 32342 34692 

LT II   3 199 205 211 217 

Sub Total     12605069 12950633 13307634 13676563 
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Category 

6 year 

CAGR 

in % 

% 

taken 
2018-19 2019-20 2020-21 2021-22 

HT & EHT Category 

HT I Industrial 8.52 8.52 2342 2542 2758 2993 

HT II Non Industrial Non 

Commercial 32.97 6.45 1406 1497 1593 1696 

HTIII -Agriculture 1.46 1.46 61 62 63 64 

HT IV- Commercial 0.11 5.84 2051 2171 2298 2432 

HT V   3.00 103 106 109 113 

 EHT 66/110/220 

KV/General 0.41 0.41 41 41 42 42 

 Railway Traction 6.99 6.99 13 14 15 16 

 Bulk Supply -2.75   11 11 11 11 

KMRL     3 3 3 3 

HT & EHT Total     6031 6446 6892 7369 

Total     12611100 12957080 13314525 13683932 

 

5.18 In the reply to clarifications on the projections of the number of 

consumers, KSEB Ltd in their letter dated 7-12-2018, has furnished the 

method of estimation of number of consumers  as shown above.  KSEB 

Ltd has used a reasonable level of increase in the case of HT and EHT 

consumers and 6 year CAGR for other LT consumers for projecting the 

number of consumers, which is reasonable.  Based on the details 

furnished by KSEB Ltd, the Commission has also examined the 

projections on consumption per consumer per year for various 

categories of the consumers.  The details are given below: 

Table : 5.10 

Consumption per consumer for the control period 

 
 Control period  

 2017-18 2018-19 2019-20 2020-21 2021-22 

CAGR for 

the control 

period 

 
kWh KWh kWh kWh kWh kWh 

Domestic 1,105 1,109 1,142 1,161 1,181 2.1% 

Commercial 1,473 1,447 1,498 1,512 1,526 1.8% 

Industrial 8,121 7,990 8,184 8,216 8,248 1.1% 

Agricultural 748 754 792 810 827 3.1% 

Street Lights 13,766 13,352 13,342 13,009 12,620 -1.9% 

LT II 25,130 24,623 24,634 24,171 23,733 -1.2% 

Sub Total 1,261 1,258 1,297 1,316 1,335 2.0% 
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 Control period  

 2017-18 2018-19 2019-20 2020-21 2021-22 

CAGR for 

the control 

period 

HT & EHT Category 
      

HT I Industrial 9,55,973 9,12,750 8,97,290 8,64,786 8,33,281 -3.0% 

HT II Non Ind/comm 5,76,563 5,67,504 5,77,735 5,76,711 5,75,401 0.5% 

HTIII -Agriculture 1,60,167 1,58,852 1,64,032 1,66,032 1,68,125 1.9% 

HT IV- Commercial 3,32,724 3,27,284 3,35,140 3,36,327 3,37,574 1.0% 

HT V 1,49,700 1,49,612 1,55,755 1,58,991 1,61,062 2.5% 

EHT 66/110/220 

KV/General 
2,50,39,024 3,09,64,390 3,22,67,805 3,21,70,952 3,28,58,571 2.0% 

Railway Traction 2,21,50,000 2,10,39,231 2,09,32,143 2,05,13,333 2,01,93,125 -1.4% 

Bulk Supply 5,53,42,727 5,39,11,818 5,75,44,545 6,02,08,182 6,30,09,091 5.3% 

KMRL 76,75,000 52,63,333 56,40,000 59,23,333 62,20,000 5.7% 

HT & EHT Total 9,58,807 9,59,012 9,56,561 9,34,909 9,13,929 -1.6% 

Total 1,701 1,717 1,773 1,799 1,826 2.1% 

 

5.19 As shown above, consumption per consumer of domestic category is 

projected to increase by about 2.1% during the control period.    In the 

case of HT industrial category, there is a reduction in consumption per 

consumer by 3%.   

5.20 The overall rate of growth of sales during the control period for various 

categories of consumers is as shown below. 

Table : 5.11 

Rate of growth of sales for control period 

Category 
CAGR for the control 

period (%) 

LT I  Domestic 4.48% 

LT VI&VII Commercial 7.04% 

LT IV Industrial 1.68% 

LT V Agricultural 3.42% 

LT VIII Street Lights 4.76% 

LT II Colonies 1.67% 

LT IX  Adv. Hoardings 3.83% 

LT  Total 4.80% 

HT I Industrial 5.27% 

HT II  General 6.94% 

HTIII  Agricultural 3.55% 

HT IV Commercial 6.94% 

HT V Domestic 5.70% 
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Category 
CAGR for the control 

period (%) 

EHT I 66kV Industrial 2.45% 

EHT II  110kV industrial 2.58% 

EHT III 220kV Industrial 5.71% 

EHT Non industrial 3.23% 

Railway Traction 5.71% 

KMRL 5.72% 

HT & EHT Total 5.19% 

Bulk 5.34% 

Total 4.90% 

 

5.21 The overall growth in sales projected by KSEB Ltd during the control 

period is about 4.9%.  The analysis of the projections reveals that the 

same is reasonable and based on the recent trend.  However, some of 

the limitations in the sales growth are required to be highlighted.   

5.22 KSEB Ltd has not considered the impact of penetration of solar energy 

installations during the control period, which may negatively impact the 

proposed rate of growth.  Further, according to KSEB Ltd, energy 

projections of HT and EHT consumers is inclusive of energy consumed 

through open access, which does not give a true picture of the energy 

sales of KSEB Ltd.  KSEB Ltd should compile database on these critical 

parameters and study the impact of these issues in detail as the same 

has a bearing on the future energy requirements and consumption from 

the grid.  Since there is limited information at present about these 

parameters, the Commission has not made any adjustments in the 

projected growth rate.  With these comments, the Commission accepts 

the energy sale projections of the KSEB Ltd for the control period. 

Capital expenditure programme for SBU-D for the control period 

5.23 In their petition for approval of ARR, ERC and Tariff petition, KSEB Ltd 

has also filed the ǇǊƻǇƻǎŜŘ Ψ/ŀǇƛǘŀƭ LƴǾŜǎǘƳŜƴǘ tƭŀƴΩ in all the three 

SBUs. They have also submitted details of the assets to be put in use in 

each of the above Strategic Business Units, for estimating the interest on 

capital liabilities, depreciation and O&M expenses of the SBUs.  The total 

Gross Fixed Asset Addition proposed during the MYT period is Rs 

15113.08 crore. 
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5.24 The Commission has conducted a preliminary examination of the details 

submitted by KSEB Ltd, and  noted that, the total Gross Fixed Assets of 

KSEB Ltd as on 31.03.2018 is only about Rs 18,500.00 crore excluding the 

cost of re-valued assets. It means that, the GFA addition proposed in the 

four year control period is about 82% of the total GFA created by KSEB/ 

KSEB Ltd, since its existence in the year 1957 till 31.03.2018 

5.25 Considering the huge investments proposed by KSEB Ltd in the four year 

period of the MYT, the Commission has decided to evaluate the 

investment proposal in Generation, Transmission and Distribution Units, 

separately through public consultation process, and to conduct 

prudence check on the investment proposals. The Commission may issue 

a public notice on the same for the information of the stakeholders 

separately. 

5.26 However, as part of the determination of the ARR and Tariff for the 

current control period, the Commission has decided to provisionally 

adopt a reasonable level of asset addition for providing interest on debt, 

depreciation and O&M expenses, for the assets expected to put in use. 

Based on the details submitted by KSEB Ltd, and the progress of the 

capital investments made so far, and other information submitted by 

KSEB Ltd, the Commission provisionally approves the following GFA 

addition, for the purposes of providing the interest on loan, depreciation 

and O&M expenses as part of approving the ARR.    Its further details are 

given under  Annexure-L± ƻŦ ǘƘƛǎ ƻǊŘŜǊ ŀǎ ΨbƻǘŜ ƻƴ /ŀǇƛǘŀƭ LƴǾŜǎǘƳŜƴǘ 

ǇƭŀƴΩΦ 

Table : 5.12 

Asset Addition  plan provisionally approved for the control period for SBU-D 

 

Particulars 2018-19 2019-20 2020-21 2021-22 Total 

Normal woks -Dhyuthi 2021 302.23 651.67 567.98 393.37 1915.25 

Continued Electrification 
5.00 20.00 20.00 5.00 50.00 

  
     

Sub total 
307.23 671.67 587.98 398.37 1965.25 

Estimated & other funded Works 199.70 201.69 203.71 205.74 810.84 

System strengthening & IT works  1243.77 329.31 

  

1573.08 

IT related works (CAP) 

   

258.14 258.14 
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Particulars 2018-19 2019-20 2020-21 2021-22 Total 

Safety 18.00 19.50 20.00 18.50 76.00 

Total assets addition  considered for 
approving O&M cost 

1768.70 1222.17 811.69 880.75 4683.31 

Grants for RAPDRP, IPDS etc 
707.24 197.59 

  

904.82 

Estimated & other funded works 
199.70 201.69 203.71 205.74 810.84 

 Sub total 
906.94 399.28 203.71 205.74 1715.66 

 Net Gross Fixed Assets (excluding 
consumer contribution and grants) 
for approving depreciation and 
Interest and Finance charges 

861.76 822.90 607.98 675.01 2967.65 

 

5.27 It is reiterated that this GFA addition approval is strictly provisional as 

indicated  above and is only for estimating the ARR of each of the SBUs 

of KSEB Ltd.  This does not mean that, the Commission has approved the 

GFA addition as above or dis-allowed the balance portion of the GFA 

addition out of the total GFA addition proposed. As clearly stated earlier, 

the Commission shall separately examine for consideration and approval 

the capital investment in generation, transmission and distribution, 

through public consultation process and prudence check. The GFA so 

approved shall only be considered while truing up of the accounts of 

KSEB Ltd in each year of the control period. 

T&D Loss 

5.28 KSEB Ltd has stated that the Transmission & Distribution loss depends 

upon various factors such as size of the network, energy demand, 

connected Load etc. KSEB Ltd has consistently been reducing the 

Transmission and Distribution losses of its system. Also the technical 

losses is including transformation loss and I2 R losses, which cannot be 

completely eliminated.  The commercial losses include  losses due to 

theft and pilferage, low metering efficiency, non reading of meters, 

faulty meter reading, inefficient billing, under billing, faulty bill 

distribution, software errors, prolonged disputes, inadequate revenue 

collection  etc.     According to KSEB Ltd, the major share of distribution 

loss is in LT distribution network.  
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5.29 In order to reduce this loss,  network improvements such as augmenting 

the transmission and distribution infrastructure, timely replacement of 

sluggish meters with modern electronic and smart meters, conducting 

inspections, conducting energy audits, motivating consumers to reduce 

reactive energy by  providing incentives etc are continuously taken up. 

On account of the above activities during the period between 2001-02 

and 2017-18, the T&D loss of KSEB Ltd has been reduced from 30.76% to 

13.07%, a reduction of 17.69% during the last 16 years.  

 

5.30 According to KSEB Ltd, high loss reduction target for coming years is not 

practicable. Further any significant reduction in T&D loss requires higher 

capital investments. The schemes proposed under Transgrid 2.0 and 

Dyuthi 2021 projects would results in reduction in loss which is expected 

from 2019-20 onwards. Hence KSEB Ltd has proposed a target T&D loss 

reduction of 0.25% in 2018-19 and 0.40% annually thereafter.  

Table : 5.13 

T&D loss proposed by KSEB Ltd during the control period 
No Particulars FY-19 FY-20 FY-21 FY-22 

1 T&D  loss reduction estimated 0.25% 0.4% 0.4% 0.4% 

2 T & D loss 12.82% 12.42% 12.02% 11.62% 

3 Transmission Losses 4.05 % 3.95 % 3.85 % 3.75 % 

 

5.31 As per the Regulations, KSEB Ltd has to furnish the voltage level losses.  

In this regard, KSEB Ltd has stated in the petition as follows: 

ά¢ƘŜ ǾƻƭǘŀƎŜ ǿƛǎŜ ƭƻǎǎŜǎ ƻŦ ŘƛǎǘǊƛōǳǘƛƻƴ ƴŜǘǿƻǊƪΣ Y{9.[ ŎƻƳƳƛǘǘŜŘ ǘƻ 

furnish the same before the Honourable Commission once R-APDRP 

works were completed.  However, the loss report obtained from R-

APDRP scheme does not provide realistic values as all the updation 

works are not completed and cannot be used for actual segregation 

of the distribution losses. The abnormal values obtained could be due 

to frequent Network topology changes in the field which is not 

automatically updated in the system. Though KSEBL had planned and 

taken earnest effort to complete the data sanitization works and 

submit the loss data along with this petition, the massive flood had 

hit the distribution infrastructures badly including the R-APDRP 

towns. The network of IT infrastructure created for Energy Audit and 




