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KERALA STATE ELECTRRAGULATORY COMMISSION
THIRUVANANTHAPURAM

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

OA.No0.15/2018

In the matter of Petition for Approval of ARR&ERC, Tariff and Capital
Investment Planfor the Control Period 20189 to
2021-22 filed by M/s Kerala State Electricity Board Ltd.

Petitioner The Chairman and Managing Director,
Kerala State Electricity Board Ltd
VydhyuthiBhavanam, Pattomlhiruvananthapuram

ORDER DATHIB/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/22894869 dated 3110-2018. In
compliance to Regulation 27(6) of KSERC (Conduct of Business) Regulations 2003, KSE
Ltd published a summary of the petition in the Kerala Kaumudi daily, Deshabhimani
daily and Times of Indiaady on 911-2018. 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 & the Nalanda Auditorium, Kozhikode on-26-2018, Corporation
Town Hall, Ernakulam on ZA7-2018, Municipal Conference Hall, Kattappana orl 28
Hamy YR LyaldAdGdziazy 27F 9y 3AMB8I8HvEeErein | £ € 3
stakeholders presented thewriews 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 @utadiother
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



(Terms and Conditions for Determination of Tariff) Regulations, 20E8Cthmmission
hereby passes the following Order.

Dated this theEighthDay ofJuly 2019

Sd/- Sd/- Sd/l-
K.Vikraman Nair S.Venugopal PremanDinaraj
Member Member Chairman

Approved forissue

G.Jyothichudan
Secretary



Chapter-1
INTRODUCTION

The Chairman and Managing Director, Kerala State Electricity Board
Limited bereinafter referred to as KSEB Ltd or the licenbes, vide

letter No.KSEB/TRAC/FO/MYT/2@34869 dated 3110-2018 filed in
accordance with the KSERC (Terms and Conditions for Determination of
Tariff) Regulations, 201@ereinafter referred to as Regulations or Tariff
Regulations) the petition for gproval of Aggregate Revenue
Requirements (ARR) / Expected Revenue from Charges (ERC) and a
petition for determination of Tariff for the control period 201® to
2021-22, before Kerala State Electricity Regulatory Commission
(hereinafter referred to as IERC or as the Commisgion

The petition contained the following :

9 Capital expenditure plan for SB&} SBWU, SBLD for the control

period from 201819 to 202122

ARR&ERC for SE) SBU and transfer cost to SEL

ARR&ERC for SBUand Proposal for rews of Retail tariff

applicable to the consumers

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

1 Proposal for revision of low voltage supply surcharge, power factor
incentive and penalty, Bulk Supply Tariff applleab licenseesther
than KSEB Ltd

l
l

In their petition, KSEB Ltd has considered the ARR of=S&t\d SBU as

the transfer cost to SBD. Thus, the revenue gap is only for the SBU
The KSEB Ltd projectdte revenue gap for SBD for the control period

as shown below:

201819 | 201920 202021 2021-22
Particulars 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

The revenue gapstimated by KSEB Ligl inclusive of theamortisation
of the approved past Revenue gap to the tune of Rs.5645.26 esoon



31-3-2016, at a rate of Rs.806.47 crore per ye®ISEB Ltd had proposed
to bridge the revenue gap through taritvision in the year 20189, by
mobilisingan 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 201819 is to continue for the year 2013 and
subsequentlyn 2020621 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 ConditiorBetermination of
Tariff) Regulations 2018, KSERC (Principle®dtarmination of Road
Map for GossubsidyReduction for DistributiornLicensees) Regulations
2012, as extended vide notification dated -122017 and various
judgment of APTEL.

After considering the petition in detail, the Commission decided to admit
it as OA No0.15/2018 on-51-2018 and issued notices for publication of
the abstract of the petition.

The Commission had issued order dated-412017 on suomotu
determination of taiff, in which the tariff was revised for Retail supply,
Open access charges etc., effective from418)17 to 313-2018. The
Commission had extended the validity of the tariff order from-2018

to 31-12-2018 and further t@31-3-2019vide ordes dated27-3-2018and
31-12-2018respectively.The Commissiofurther, vide the orders dated
29.03.2019 and 28.06.2019, had extended thedidity of the tariff order
dated 17.04.2017 till 31.07.2019, or till the date of effect of the new
tariff order pertaining tothe MYT period from 20189 to 202122,
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 accatance 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
N0.2076/F&T/2017/KSERC dated-1262018, the KSERC (Terms and
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Conditions for Determination of Tariff) Regulations, 2018, which specify
the detailed principles and procedures for determination of tariff.

Clause (f) of Section 61 of the Electricity Act, 2003, stipulates that MYT
Principlesshall 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 TarifAs per Regulation 8, for
determination of Tariff, multi year tariff frame work shall be applicable.
As per Regulation 8(2)(f), mierm performance review is also to be
conducted. Relevant provisions are given below:

8. Multi-year tariff (MYT) framework ¢ (1) The multyear 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 chages, 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-avigs the Commission
approved forecast and variation caused by controllable factors and
uncontrollable factors, as specified in Regulation 15 tbése
Regulations;

(c) The mechanism for pas$lrough 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
controllade 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 i@l Period;

() Mid-term Performance Review (MPR) in the year 220 9vhich shall
comprise the truing up of the year 2018 and annual performance
review upto September 2019 on account of uncontrollable parameters
and for the variations in performance on cacnt of controllable
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parameters for the Control Period ds/is the ARR approved for the
Control Period and the revised forecast for the years Z212@nd 2021

22 on account of un anticipated variations if any on controllable and
uncontrollable parametes;

Q. Regulation 9 provides that the control perigtall befour years starting

from 201819 to 202122. The relevant provisions are given below:
9. ControlPeriod ¢ (1) The Control Period is the period for which
the principle and norms specified undleese 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 Thiirtst Bay of
March2022.
Provided that the Commission may if considered necessary, thioug
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
GMmn ®CAf A Y J-yealzyaRS NIYT) tiaméworkg (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) Petiton 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 2014.7:

Provided that the truing up for the respedivinancial 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 @ee shall on or before the first day of January,
2019 file the petition for Truing up of Aggregate Revenue Requirement
for the financial year 20118 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 subsequentto 2I8.7



(2) Every generating business/company or transmission
business/licensee or distribution business/licensee or State Load
Despatch éntre shall file, on or before the Thirtieth day of November
2019, the Midterm Performance Review (MPR) which shall comprise
the truing up for the financial year upto 2018 and mid year
performance review for the year 2029 and the revised forecafsir

the year 20221 and 202122 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 Bs3ines
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 mannewéhuh

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
AnnexureXIl to these Regulations.

(6) The applicant shalprovide 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 he 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:

(@)in the case of generating business/company, the generation
capacity dlocated 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 transsion system and energy



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 ondhalf 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 thexisting 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
wSIljdZA NBYSyYy i o¢

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, transmissioma distribution. In line with the
transfer scheme, KSEB Ltd has filed petitiondpproval of separate
ARR&ERC ftinree SBUsiz.,SBUG, SBU and SBHD.

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 tlen$iee to publish the approved
summary of the petition by giving time till 23-2018 for providing
comments by the public and stakeholders. The licensee published the
summary of the petition in the following dailies.

I Kerala Kaumudidaily dated19-2018
9 Deshabimani daily dated-21-2018
I Times of India daily datedB1-2018
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13.

14.

15.

The Kerala High Tension and Extra High Tension Industrial Electricity
Consumers Association in their request datei1722018 requested time

for preparing the comments and to postponket public hearing after
06.12.2018. The Commission considered the request for postponement
of the hearing and rescheduled the public hearing at
Thiruvananthapuram to :22-2018.

KSEB Ltd vide letter dated-16-2018 had furnished a corrigendum to
the Apgication for approval of ARR &ERC for the control period 2®1L8

to 202122 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 thehtic hearing was
included in the corrigendum. Accordingly, the same was published on
23-11-2018. The Commission vide letter dated 22018 had directed

all other licensees in the State to give maximum publicity about the tariff
revision proposal of KBELtd among the consumers in their area of
supplyfor obtaining comments and objections.

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

Clarifications sought Reply furnished by KSE®
Letter No. 1668/F&T/2018/KSERC/895| Letter No. KSEB/TRAC/FO/MYT/4954
dated 1611-2018 dated 612-2018
1668/DD(T)/2018/KSERC/MYT/CAPEX Letter No. TRAC/GL/ARR&ERCS
dated 2211-2018 22/18-19/4965 dated 1512-2018
Letter No. 1668/F&T/2018/KSERC/986| Letter No. KSEB/TRAC/FO/MY T/495¢
dated 1312-2018 dated #12-2018
Letter No. 1668/F&T/2018/KSERC/18 | Letter No. KSEB/TRAC/FO/MYT/4974
dated 91-2019 dated 2112-2018

Letter No. KSEB/TRAC/FO/MYT/4985
dated 2612-2018

Letter No. KSEB/TRAC/FO/MYT/5
dated 41-2019

Letter No.KSEB/TRAC/FO/MYT/50
dated 161-2019

11



Public Hearings

16.

17.

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 lphsitri;lit;?]r;t%fali):gr;;r;sers Hall, Vellayambalam,| 11:00 AM

The lists of persons who attended the Public Hearings are given in
Annexurel. 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 commeiai® enclosed as
Annexurec Il. 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 dateti?zZ?018
2. Letter No. K&E#TRAC/FO/MYT/4977 dated-22-2018
3. Letter No. KSEB/TRAC/FO/MYT/4986 datet?2018
4. Letter No. KSEB/TRAC/FO/MYT/4990 dateti?Z318
5. Letter No. KSEB/TRAC/FO/MYT/4996 datetiZ®018

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 2a8B8to 202122 and

the tariff petition in detailin the meeting. The higlights 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 ppgramme such as providing sufficient redundancy

in the transmission system, renovation and modernisation programmes,

12



19.

distribution network strengthening and improving reliability etaere

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 dlitye Minutes of

the Meeting of the State Advisory Committee is given as Anndiure

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

13



Chapter 2
Comments of Stakeholdersn various issues

2.1 The Commission has received several comments and objediathsn
writings and orally during the public hearsfjom the stakeholders on
the petition for approval of ARR&ERC and tariff petition filed by KSEB
Ltd. The major issues raised by the stakeholddre comments of KSEB
Ltd and views of the Conission is givebelow:

Augmenting InternalGeneration 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 costsThe DemocraticHuman 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 stepdiave beentaken toachieve self sufficienagnd till
date no projects have been completed in time and exceedke
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 submittéd the CommissionKSEB Ltd
further stated that power puchase cost alone does not congeithe
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 clarance issues, geological surprises, contractor related
issues. These are not fully controllable by KSEBEKISHEB Ltd has taken
all steps to commission the projects on time.

Opinionof the Commission

2.4 The Commission notes that certain stakeholders withp®rting details
narrated the cost over nuand delay in the executionf some of the
hydel projects. Though KSEB bhatl stated that delays were due to
difficulties incase of land acquisitiggeological surprises and contractor
related issuestheComnmssion is of the view that some of the projects
are delayed much beyontie accepted time framegand some haveven

14



stopped. As per the provisions of the Regulations, cost over run and
time over run factors need to be considered while approving the chpita
expenditure. Accordingly, the Commissmannotapproveanyincrease

in the capital costs due tatime 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 lay independent
committee. CIl also stated that the rate assumed for sale outside the
State is lower than industrial tariff.

Exces®Rainfalland sale of surplus energy

2.6

2.7

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 Unis, 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
TradeUnion, GTN Textile§ravancore Cochin Chemicalsstrict 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 raivhich should be sufficient

to raise additional revenue. It is strange that eveten there is
sufficientand morewater, tariff revision ideingproposed by KSEB Ltd.

Similarly, he DemocraticHuman Rights and environmental protection
forum stated thatKSEB Ltd has received excess water for generating
Rs.200 crore of powebut refuses to transfer the benefits. There was
improper management of dams during the floodghri Radhakrishnan
stated that Kerala hathe best rainfall in recent pasbut 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% ofetiexgy
demand is met from hydro sources armhlance 70% is met from
imports. There islso anincrease inthe cost on accant of imports.
Moreover, the increased generation and additional revenfrem
outsidestate sales has been considered in the petitidine external sale
depends not only on reservoir level but @anumber of other factors.
Benefit of external sale is psed on to the consumers. The rate of
external sales and the consumer tariff cannot be compared as they are
determined by different rationalke KSEB Ltd has accountéar the
complete water inflow in the generation plan for the control period and
entire generation is accounted. Thenprecedentrainfall forcedKSEB
Ltd to open the dam shutters dgese dams did not have the capacity to
hold the entire flood water and are not built for controlling floods.
CentralWater Commissionn its official report on Ibods in Kerala has
already concluded that such allegations are baseless.

Opinionof the Commission

2.9 The Commission notes that themgas excess rain fall durindwugust
2018. Accordingly, theres apossibilityfor higher hydro generation in
the current year compared tahe previous yearprovided the inflow
during the rest of the water year will be as expected. KSEB Ltd had
estimated the hydro generation for the year 2018 based on the
actual generation up to Sepiber 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
consideredthe 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.

16



Low Cost Genet#n 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 certaidimit. Kerala Jana Vedhi State
Committee, Kozhikode has stated that tariff for consumption upto 500
units shall bethe cost ofhydel generation and fixed return only.

Reply of KSEB Ltd

2.11 KSEB Ltah its replystated that generation cost only part of the utility
expenses. The other expenses shall ato considered for tariff
otherwise, there will be excesburden for other consumers and utility
run the risk of business loss.

Opinionof 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 considably. 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 structureis designedto address the issueaised by the
stakeholders.

Cost of Small Hydro projects

2.13 ChalakudiPuzha protection forum stated that foregoingydro
generation over imports is to be analysed. The SHPs are not economical.
Anakkayam, Pahassi Sagar, Peruvannamoozhi progktsave high
capital cost. Project proponents project high water availabidity lack
credible hydrological data.  Further generation in 2Q21is to be
enhanced to reduce the power purchase cosshri. Jose Paul Koratty
stated that stalled hydel projets should be handed over to private
parties. Shri. Radhakrishnan stated tisdP expenses are above 200% of
national average

Reply of KSEB Ltd

2.14 KSEB Ltd stated that Peruvannamoozhi is tail race scheme usibgjlthe
water from Kuttiyadi HEP, KES and KA#fch has a PLF of 47% the
case of Anakkayam SHEP, it utilifestail water of Sholgar HEPwhich
Is designed to runhroughout the year. The Pazhassi Sagar has PLF of

17



34%. KSEB Ltturther stated that theprojects which are stalled due to
land aquisition and other contractual issues are being restarted.

Opinionof the Commission

2.15 KSEB Ltd has furnished the details of capital expendibir€BU (G)
projects for the control period. The Commission in the present
proceedings has considered the prowigal addition of assets for the
control period. Furtherthe asset additions for the year 2016 and
201718 is also provisional. While approving the capital expenditure
programme, project viability etc., would be considered in detail.

Augmentation ofinternal hydro generation and renewable energy

2.16 Shri Rajasekahran Nair, Thiruvananthagon stated that KSEB Ltd is
unwilling to take up hydro projectsKSEB Pensioners Association in their
comments stated that KSEB Ltd has to take immediate steps to atigmen
internal power generation from conventional and roanventional
sources so as to achieve self sufficiency. The possibility of converting the
existing LSHS stations to gas based stations may be explbted.
Prasanna Vasavan, Secretary BharathiyaJarma#inty stated that KSEB
Ltd is not promoting any small projects instead large projects are being
promoted. ldukki, Palakkad and Kasaragod districts have wind potential
and KSEB Ltd is neither implementing nor allowing private projects. At
present 72% oftte 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 sufficiencyHe also
stated thatthere 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 prelnary studies have been initiated
for new ldukki project.

18



Opinionof 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 lowestost, for supplying to its consumers. The decision to
initiate hydro projects or renewable projects would éydlarge depend

on the project viabilityand the Commission in any case would adopt
normative parameters for approval osuch projects. It is the
responsibility of the licensee KSEB Ltd to propose projects after detailed
study ofits technical, economic and financial viability.

O&M expenses

2.19

2.20

KSEB Pensionersdciation stated that O&M workshall be given its
rightful importance and priority especialljn the context of reent
floods. The O&M expenseshall 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 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 thdicd is to be removed.
Shri.ShoufalNavas 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 redeptbgnd the vehicle
expenditure is highM/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 iexcess

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

redeployment and restructuring. In theTariff Regulations, O&M
expenses are capped by adopting norms. At present KSERC does not
allow salary and benefits of abb 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.

Opinionof 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 he normative O&M expenseamly is allowed tobe pas®d on
G2 0G§KS 02y adaeSitdgllact as aNIndedalisircéhtie
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 metersThe DemocraticHuman Rights
and enviromental protection forum and Shri. C.Klayakumar,
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 statlethat electricity theft cases are not
seriouslypursuedby 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 ShriP.MVarkey, KSEB Ltd stated that theft cases are being
stronglymonitoredby APTS wing of KSEB Ltd. At present electricity theft
has been declined in the state.

Opinionof the Commission
2.25 This is an operational issue to be considergKSEB 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 Milecording to him le
Commssion should examine such issues.

Reply of KSEB Ltd
2.27 In reply KSEB Ltd stated that OTS schemes are permisgiller u
Regulations and implemented to clear long pending arrears. The
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concessiongo Punalur Paper Ms was a revival package dhe GoK.
The calculation of CAG was incorrect and is mentionéaeiaudit reply.

Opinionof the Commission

2.28 The Regulatioaprovidesfor claiming bad debts. The Commissisialso
examiningthe actual write off during the truing up process and the same
is being alloweanly after prudence check.

Arrears of electricity charges

2.29 The KSEB Pensioners Association stated that BB&iBd 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 liceas8ri. K. Govinda&utty stated
that no action for realising the arrears have been taken by KSEB

2.30 DemocraticHuman Rghts andEnvironmental Forum stated that KSEB
Ltd has not complied with the orders of the Commission for furnishing
guarterly reports ofarrears collection since September 2013 arrears
have increased to Rs.533 croSaA RSy (1 Qa ! LISE [/ 2dzyC
stated that action should be initiated to collection of arrears. Shri.
ShoufamMavas has stated that the arrears are increasing.

Reply ofKSEB 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 @beernment
departments. These are essential seegagainst which drastic action
cannot be taken. Further prolonged litigation also affects recovery of
arrears.Hence, oe time settlement schemes are offered periodically.

Opinionof the Commission

2.32 While determining the tariff, the Commission takesointonsideration
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 license# the arrears are not properly managed.

In the present order, theCommission had approved the collection
efficiency of 98%or 201819 & 201920 and 99% for 202R1 and 2021
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22. The AT&C loss for the control period from2ai® to 202122 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 EntrepreneursRrnodhotersAssociation
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 @rEnvironmental 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 andt is planningto meet RPO through competitive bidding route
for RE sourceslenders for 200MW solar power from IPPs and another
200 MW from roof top plants are being preeal. Tender for 200MW
wind power is also being preparedThrissur Corporation Stated that
KSEB Ltd is not pursuing the RPO prope&dialakudiuzhesamrakshana
Samithi stated that more RPO should be promoted. KSigihders
Associatiorstated that aggresse solar penetration isot good for the
grid. Sri. Mata Amruthanandamayi Matt state that in order to meet
RPO, participation of HT and EHT consuncars be used and BOOT
model PPAcan be enteredinto with the consumers KSEB Ltd further
stated that aleady different projects and tenders for purchase of RE
power has been initiated.

Opinionof 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 bstrictly as per the guidelines issued by
Government of India.

Fixed cost of RGCCPP
2.38 Travancore Cochin Chemicatquested that KSEB Lténegotiatethe
fixed charges to RGCCPP.

Reply of KSEB Ltd

2.39 In reply KSEB Ltd has mened that since alreadyhe reduction in
fixed cost has been approved by KSEB Ltd and there mecessityto
review that matter.

Opinionof the Commission

2.40 The Commission in theuomotuorder on determination of tariff did not
consider the fixed cost dRGCCPP and later, after the discussion with
Government of Kera]&KSEB Ltdnd NTPChas reduced the fixed cost to
Rs.200 crore. The same is considered for the year-2018However,
there is a provision in the latest agreement with NTPC for review of
these fixed charges in 204®. KSEB Ltd must utilise this clause and
should initiate steps fonegotiation withNTPC to bring down the fixed
costs furthersincethe period of PPA isot over.

Master trust for Pensions

2.41 The KSEB Pensio@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 dired¢ed 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 khaster Trust is as
per the actuarial valuation reporiThe liability prior to 3110-2013 has
not been taken over by any agency.
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Opinionof the Commission

2.44 Based on the details furnished by KSEB thel,Commission is of the
view that theMaster Trust is not working agnvisaged. KSEB Ltd stated
that they will takeup the matter with the Government for finalising the
arrangement for fundingSince the issue involves funding for payment of
pension and other retirement benefits to KSEB Ltd retireesiet
Commissiomwill take upseparate proceeding to examine the workiofy
the Master Trusshortly.

Distribution

2.45 Shri ShoufarNavas stated that lossed KSEB Ltah the petition has been
inflated. The beneétfs of the UdaySchemeis 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 gencies. The projections are based on audited accounts. KSEB
Ltd has signedhe technical part of the Uday schenmnly. 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 reqeddsb reject
the tariff proposal of KSEB Ltd. General Secretary, Residents
| 3 &2 OA | doidiRafidd & Counc® (RACCO) submitted that, the
proposal to increase domestic tariff may not be allowed. Residents Apex
Council, Kozhikode requested not to increatde 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 redice 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 y&aifior 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 domesategories.

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 shocks per the provisions
of the EA2003 the tariff of all categories of consumers should refleet
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 odrdestic and similar categories are
kept much lower compared to the average cost of suppluy.

Opinionof the Commission

2.52 The Commission has examined the anxiety and demand expressed by
the domestic consumers. Kerala State Electricity Regulatory Commission
isa 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 byhé 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 functionsdd LISNJ G KS @I NA2dza 2dzR3AY

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 aatet the pre

revised tariff order dated 17.04.2017 is about 74% only. Since then, the
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2.53

2.54

2.55

average cost of supply has increased by about 10%. Considering all these
factors, the Commission has proposed imcrease of aboutl0% in
overall tariff of the domesticategory as against about 15% increase in
tariff proposed by KSEB Ltd.

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 th&ts 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 incme in the ARR for the year in which arrear is collected. In
accrualbased accountingystem, 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 treatedcasne 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 cetited during subsequent years.

The Commissioalso fixesthe 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 seond 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 nealization

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

short term borrowing or withholding payment of dues resulting in
creation of liabilities. Hencevhile the realization of arrears would
definitely improve the financial gsition of the KSEB Ltdanin no way

be treated as income.

b. LT Industrial tariff

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 tocrease the limit of contract demand from
100 kVA to 150 kVA.

256 ¢ KS YSNIftF {GFradS {YIFff {OFftS wAOS:>
requested the reduction in fixed charges approved for LT Industrial
consumers having connected load less than 10 KW magohgnued.

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 urstibmitted 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 incdrfer 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 EdayarSmall 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 seriousceon 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. present the
fixed chargesgoes not cover such expenses. The FC needs to be revised
to reflect the corect price signal.

Opinionof the Commission

2.63 The Commission examined the comments and suggestions by the
various stakeholders regarding the increase in tariff proposed fdvLT
Industries by KSEB Ltd. The Commission cannot agree with the request
of the cetain 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 naks
pointed out by the Rice Mill @ners Association and other small scale
consumers, ancconsideringthe importanceof 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 connectedbad 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 Commissiotlecided to increase marginally the energy
chargesfor small scale industries also. The detailsh& tariff approved
for LFIV (A) Industrial consumers are discussed in Chaptef this
order.

2.64 As per the Regulation 8 of the Kerala Electricity Supply Codd, e
maximum load that can be connected at LT is specified as 1005k,
the amendment ¢ the Kerala Electricity Supply Code 2014 is in progress,
this demand to enhance the limit of maximum load can be connected at
LT from 100kVA to 150 kVA stands referred to the Committee
constitutedfor this purpose

C. HT & EHT Industrial tariff

265 TheKerdl | ¢3 91 ¢ LYRdzZAGNALFE 9f SOGNROAU
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 consgramy 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 adady crossubsidising 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 weakthe
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, Ernakulasubmitted 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 PATISBPLtd, 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.

Opinionof the Commission

2.70 The Commissiorhas carefully considered therepresentations and
concern raised by the HT&EHT Industrial consumers. While determining
the tariff for the control period, the Commission hasly considered the
different views andnot approved the excessive increase in demand
charge as proposed by KSEB Ltd for various categories of consumers
including HT&EHT industrial consumers, which are explainatktail
under Chaptei6 of this Q@der.

2.71 The average tariff of the HT&EHT Industrial consumers as per the pre
revised tariff appoved vide the order dated 17.04.2017 is less than
+120% of the average cost of supply. Further, as explained in CHapter
the average cost of supply during the first year of the control period
201819 has increased by about 10% over last revision in41200.7.

The Commission has to increase the takgeping in view this increase
and alsoto recover the approved revenue gapVhile doing so,the
Commission is required tensure 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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2.72

2.73

2.74

2.75

2.76

Commission has also to ensure that, the proposed increase in tariff
would not resllt in tariff shock to the consumers.

Considering all these factors and also as per the provisions of the
Electricity Act, 2003the Commission has approved arcrease inthe

over all tariff of the HT&EHT industrial consumers of the State,
detailed urder Chaptet6. While determining the tariff, the Commission
has also ensured that, there is no increase in cross subsidy of the
HT&EHT industri@lonsumers

d. Bulk supply tariff for small licensees

M/s Infopark submitted that, the proposal to increase damd 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 HT1 (B), the main consumers of the Infopark and other small
licensees, is from Rs 300/kVA to Rs /8@ only. The difference
between the demand charge of the BST and RST will results in further
widening the revenue gap.

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.

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 enablettes in LT and HT may
have high impact on the development of the IT sector in Kerala.

M/s Technopark submitted that, on account of the proposed BST and
RST, the additional liability on them for the year 2@0Bwould be about

Rs 1.42 crore.

Opinionof 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 Chaptér, the Commissiohasnot agreed with

the excessive increasefimed 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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2.78

2.79

to small licensees. So the concerns raised by the small licensees
regardng the increase in demand charge is addressed by the
Commission.

The Commission has revised the Retail Supply Tariff (BS@)
categories of consumers including the IT& IT enabled services availing
supply at LT and HT. Since the Commission has bdewiftd 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 licenseet the approved tariff, and the
existing BST of the small licensdess increased in proportion to the
increasein additional revenue to the small licensees at the approved
RSTSo the concerns raised by the small licensees was addressed by the
Commission in this tariff ordeihe details are given under Chapt&of

this order.

e. Tariff for educational institutions run by Centre foProfessional

and AdvancedSudies (CPAS)
Director, CPAS vide the letter dated requested before the Commission to
allow the concessional tariff applicable to the Government /
Government aide@ducational institutions to them.

Opinionof the Commission

2.80

2.81

As per the prevailingrariff Order, Government/ Government aided
educational institutions are categorised under-\VT (A) tariff. The
Commission cannot specify the appropriate tariff for each oomeys in

the State. KSEB Ltd and other licensees may categorise the consumers
for chargingelectricity 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 Technolognd its
associated Institutions
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/ Aidectolleges, inview of the Government order G.O (Ms)
No. 251/2018 dated HEDN dated 15.10.2018.
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Opinionof the Commission

2.82

2.83

The Commission has examined the request as per the provisions of the
Electricity Ac2003, 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 Governmeénded
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 Travancofeochin Literary, Scientific and
Charitable Societies Registration Act Xl 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 Gowenent 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 $ate Government. The request of the LBS centre is rejected.

g. Request to categorize Calicut International Airport under Industrial
Tariff.

The Airport Director, Calicut International Airport vide the letter dated

29.11.2018 has requested to treat Calicutehmational Airport, at par

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

HT-1l GeneralB tariff.

Opinionof the Commission
2.84 The Commission after duly considering the request has concluded that

the arport cannot be treated agiindustrye 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
Rdz & O2yaARSNAYy3I (GKS 2dzRIYSydGa 27
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dated 26.02.2009and the judgment dated 17.04.2013 in Appeal No. 42
of 2012, has been categorised the airport under EHT at EHT G&neral
and at HT at HTl (B) category. The HI{B) and EHGeneral (B) tariff
are less than the commercial tariff at HT and EHT level, ighieh than

the respective Industrial tariff. Hence the Commission deslithe
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 undeYIL{B)
tariff, insurance companies under-VT(F) tariff, whereas the banks and
ATMs are categorised under-\T (C) Tiaff. The postal departments and
insurance companies diversified their activities by starting banking
activities at certain branches and also setup ATM counters at such
0Nl yOKS&ad |1 SyOS Y{9. [ R NXBIljdzSadsS!
RSLI NI YSyldlay R TWALYRZEINT QY OS O2 Y LI YA SaC
activities under LT VI(C) General category.

Opinionof 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 engagedhbanking activities under
LTVI(C) tariffand 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

287 TheKerald ¢ 91 ¢ LYRdAzZAOGNARIEf 9f SOOUNROAGE
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 Wwelo95. The
stakeholders also criticised the statement of the KSEB Ltd that, the

33



existing consumers were already compensated for the investment made
by them for PF improvement.

Opinionof the Commission

2.88 The Commissiorhas examined the proposal of KSEB ldadd the
objections put forth bythe stakeholders in detailt is an undisputable
fact that, PF should be improved and the consuneaes required totake
efforts to maintain unity power factor. If the PF is not maintained by the
consumers, it will affedhe power system of the distribution utility.

2.89 As per the Central Electricity Authority (CEA), Technical Standards for
Connectivity to the Grid) Regulations, 2007, paraunder PadlV
specified that, the bulk consumer shall maintain PF at 0.95 or alitee.
relevant portion of the Regulation is extracted below.

GHd wSIFOUABS t26SN] ¢KS RAAGNROdzi
adequate reactive compensation to compensate the inductive
reactive power requirement in their system so that they do not
depend upon th grid for reactive power support. The power

factor of the distribution system and bulk consumer shall not be
fSaa GKFYy nodp dé

290 ¢ KS AaFAR wS3dzE I GA2y Ffaz2 RSTAySa af
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, alllk 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 incentivecan be provided for those who maintain the PF above
0.95which helps 5 f A O Sy a STRe(@dmnissicn is Divthe 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 amucentive are
detailed under Chapteé of this order.
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2.92

J. Tariff for Kochi Metro Rail CorporatiorK(MRL)

Kochi Metro Rail Limited (KMRL) submitted that, therease 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.

Opinionof the Commission

2.93

2.94

The Commission noted the issue raised by KMRIlexplsined 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 Chaptérof this order.

k. Halcyon Charitable trust

Halcyon Charitable Trust submittetthat, they are serving the poor
dialysis patients collecting only Rs 25pér patient per dialysis. Hence
they requested to change the category fromVT(G) to L-VI(D).

Opinionof the Commission

2.95

2.94

The Commission, vide the Schedule and Terms and CorsloTariff
notified from time to time, specified the class of consumers to be
charged at L-VI (D) tariff. The Commission cannot specify the applicable
tariff of individual consumers. Hence, the center may approach the KSEB
Ltd with necessary documentsrfclassification under th@ppropriate

tariff category

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

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 usd for cultivation.

(i)  Vegetables - not less than 10 cents

(i) 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

35



assigning tariff for consumers (for agriculture purpose) having their land
holdings below the prescribed limas specified above. Hence, KSEB
requested to categorise these group of consumers under LT IV (A) tariff,
being motor/power load.

Opinionof the Commission

2.95 The Commission examined the proposal of KSEB Ltd. As per the Section
62(3) of the Electricity Ac2003, theCommission 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 SBRfor the control period

Introduction:

3.1 The provisions ofhe Regulations require, KSEB Ltd to furnish ARR&ERC
for each year of the control period separately for Strategic Business Unit
Generation (SB&). In their petition,KSEB Ltdas stated that the
generation mix is comprised of hydro, thermal, solar and wpagver
stations with a total installed capacity of 2232.442MW as of8-2D18.

Of the total installed capacity 92.08% is hydro, 7.16% thermal (diesel)
and the restare solar and wind stations. A summary of the source wise
installed capacity of geneliah sourcef SBUG is given below:

Table 3.1
Source wise installed capacity of S8ls 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 decisiogach of the
items included in the ARR.

Capital investment plan of SBG for the Control period:

3.3 KSEB Ltd, along with the petition for approval of ARR, ERC and Tariff
LISGAGAZ2Y S KlFa |Ffaz2 7FAf Sathé Budtegd!/ | LIA
Business Units oGeneration, Transmission and Distribution, and the
assets put in use in each of the abovea&igic Business Uniso as to
approvethe interest on capital liabilities, depreciation and O&M expenses
of the SBUsThe total Gross Fixed Asset Addition proposed during the
MYT period is Rs 15113.08 crore.

3.4 The Commission has conducted a preliminary @ratron 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 revalued assets. It means that, the GFA addition proposed in the
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four year cotrol 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 dh¢ 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 andO&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 + 2F GKAA 2NRSNJ | a
L | Yy QO
Table 3.2
Assetaddition planprovisionally approved for the control period for SBU
SI No | Particulars 201819 | 201920 | 202021 | 2021-22 | Total
1 | New Hydel projects 0.00 0.00 53.03| 4242 95.45
2 | Renovation & Modernisation New 12.22 12.22
3 | Solar new 57.51 57.51
4 | OngoingHydel 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

Wh 2 (¢

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 dilowed 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

3.9

KSEB Ltdh their petition has estimated theenergy 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 ldukki, Pamba, Kakki, Kuttiyad and ldamalayar are
taken for estimation ofenergy 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 &S Ltdas
estimated the hydro generation for the control period afidws :

Table 3.3
Estimate of hydro generatioinom existing hydro sourcdsy SBLG
Year Generation MU
201819 7881.25
201920 6925.93
202021 6375.06
2021-22 6131.19

KSEB Ltturther 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 statiatcording to KSEB
Ltd, will be based on the following principles :

G 1.During the monsoon months from June to November-ofde-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 duringhe 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 sofathe-river and small hydro
stations will be schededl 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
summemonths.

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
aspecte
3.10 Hence, the targets proposed for generation is to be considered as
tentative. Regarding the dralvof power from thermal stationsKSEB
Ltd has stated that because of the high variable costs of power from its
two thermal stations viz., KDPP and BDPP, no generistfmmoposed for
the control period. However, scheduling of these plants may be resorted

to onlyin the case of contingency.

3.11 As per the petition, as on 33-2018, SBW5 has an installed capacity of
14.707MW from solar plants with an annual generation of about
1345MU consideringa 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 plans of KSEB Ltd as per the petition aseshown below:

Table: 3.4
Expected generation from solar statioas per the petition
Year Generation expected (MU)
Upto 31:3-2018 13.45
201819 14.96
201920 42.61
202021 47.60
2021-22 47.60

3.12 Regarding its wind projecti(SEB Ltdtated that the total installed
capacity is 2.025MW and the generation expected 31U,
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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 statioase proposed as per thigegulation

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 plant®f SBUG including hydro, wind and solar
stations as per the petition is as shown below:

Table: 3.5

Estimated generation from hydro stationgcluding ongoing hydro statiortkiring

the control period

Aux. Net Total Net
Year Gross Hydel COn':l:JI')T({ption Net Hydel Solar | Wind | Cons | generation| Generation
available(MU) (MU) Available(MU)| (MU) | (MU) | wind + | from Solar| Available
thermal | & Wind (MU)

) @ (3) (4)=(23) G) | © (7) | (8)=5+67 | 9=4+8
201819 7,886.45 82.46 7,803.99 |14.96| 1.79 1.21 15.54 7,819.52
201920 6,998.42 72.67 6,925.75 | 42.61| 2.04 1.22 43.43 6,969.18
202021 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

3.15

The HTEHT Associatioms part of their objectionsestimated the
availability from hydel generation for the year 2018 at 8022.91MU
based on the actual generation of 5381MU upto October 2018, the
storage as on 310-2018 and the average water inflonofn 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 igdow, which is not good.

Along with thereply to the comments of the Association, KSEB Ltd
furnished revised projections for the control period taking into
consideration 20 year moving averag#low instead of 10 year moving
average given in the piion. The revised projections were resorted to
for moderaing the impact of two consecutive drought yedrsthe data
set
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3.16

3.17

3.18

3.19

Sri. NS Alexander stated that KSEB Ltd has incurred time and cost over
run in many hydel projects and the Commission should latdk such
increase in costs.ThoughKSEB Ltd has pdite cost ofafforestation to
Kerala Forest Department, no work has been done yet. Sri. N S
Alexander commented that instead of investing generating projects with
long gestatiorperiods KSEB Ltd shtul establishsolar projects. In reply
KSEB Ltdurnished project wise progress of ongoing and proposed
projects.

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 888 Ltd is very
small

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 emrises 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, GTNextiles, 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 dtidae sufficient

to raise additional revenue. It is strange that eweith sufficientand

more water, KSEB Ltd had proposttiff revision.

The DemocraticHuman Rights and environmental protection forum
stated that KSEB Ltd has received excess wategdperating 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 resourcesConfederation and Indian Industriesiggestethat
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3.20

3.21

3.22

3.23

projection ofgeneration from own hydel generation is to be evaluated
by anindependent committee. CII also stated that the rate assumed for
sale outside the State is lower than industrial tariff.

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 inst on account of imports. Momer, the
increased generation and additional revenue througlside 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 canot be comparedsince the price of external sale is
determined bythe prevailing market

KSEB Ltd has accounted complete water inflow in the generation plan for
the control period and entire generation is accounted. The
unprecedentedrainfall forced opemg of dams and these dams did not
have the capacity to hold the entire flood water and are not to built for
controlling floods. Centralvater Commissiorin its official report on
floods in Kerala has already concluded that allegatiaris dam
managementre baseless.

ChalakudiPuzha protection forum stated thhéere should be an analysis

of the internal hydro generationand the imports. The SHPs are not
economical. Anakkayam, Pahassi Sagar, Peruvannamoozhi projects have
high capital cost. Proponents these projects estimated high water
availability based onunreliable hydrological data. According the the
Forum, generation in 20222 is to be enhanced to reduce the power
purchase cost.

The DemocraticHuman 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 stees
taken to achieve self sufficiencin power generationand till date no
projects have been completed in timeading tocost escalation. Sri.
ShoufarNavas 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 oshe of theexpense

3.25

3.26

of the Utility. Economically viable projects amaited in the Stateand

the projects are delayed due tigsues relating toland acquisition and

forest clearance, geological surprises, contractor related issies
Theseissues are notfully under the control ofKSEB Ltd. KSEB Ltd has
taken all step to commission the projects on time. Regarding excess
cost of SHPs, KSEB Ltd stated that Peruvannamoozhi is tail race scheme
using the waterfrom Kuttiyadi HEP, KES and KAES, which has a PLF of
47%. The AnakkayamSHEP utilises tail water of SholakdEPwhich is
designed to run through out the year. The Pazhassi Sagar has PLF of
34%.

Sri Rajasekahran Nair, Thiruvananthapruam stated that KSEB Ltd is
unwilling to take up hydro project«SEB Pensioners Association in their
comments stated that KSEB Ltd hadake immediate steps to augment
internal power generation from conventional and roanventional
sources so as to achieve self sufficiency. The possibility of converting the
existing LSHS stations to gas based stations may be explored. Shri. Jose
PaulKoratty 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 KSEBdktded the existence of such
issues and stated that projects are stallé due to land acquisition and
other contractual issues.

Ms Prasanna Vasavan, Secretary BharathiyaJanatha Party stated that
KSEB Ltd is not promoting any small projéctislarge projects are being
promoted. ldukki, Palakkad and Kasaragod districts hané potential

and KSEB Ltd is neither implementing nor allowing pridateslopers to
establish projects. At present 72% of the energy distributed is
purchased or imported, which isa reason for sluggish growth of
generation within the State. Shri. TmiBanuel has also raised the issue
of increase incost of power purchaseAccording to hirmo long term
solution is proposed for energy self sufficiency. He also stated that
KSEB Ltd has not given govision forthe proposed500 MW new
Idukki projet
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3.27 KSEB Ltd in its reply stated that there is limited scope for conventional
hydro and thermal projectan 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 beawonductedfor new Idukki project.

3.28 KSEB Engineers Associattaied that project wise financial datis 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 bedetermined based on the cost bfdel generation. In reply
KSEB Ltd stated that generation cdetm only part of the utility
expenses. The other expenses shall dlsaonsidered fodetermining
the tariff.

Analysis and decision of the Commission

3.29 The Commission has considered the comtaasf the stakeholders and

reply of KSEB Ltd. The Commission has noted that{ { 9 . [ 6 RQ

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 contrbperiod. 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
aSaarzya oAOK Y{9. [ R KSftR AY
regardng the projections of KSEB Ltd were discussed. KSEB Ltd
thereafter, revised their hydro projections vide letsadated 7#12-2018

and 1512-2018. In their revised hydro generations for the year 2018
19, KSEB Ltd hasedthe actual generation upto Novensb 2018 and

the expected generation for theest 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 gendian furnished by KSEB Ltd is shown
below:
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3.30

3.31

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

201819

7,881.25

5.19

7,886.44

7,884.28

3.46

7887.75

201920

6,925.93

72.49

6,998.42

6,925.93

72.49

6,998.42

202021

6,375.05

189.37

6,564.42

6,677.02

189.38

6,866.40

202122

6,131.18

340.58

6,471.76

6,687.40

340.58

7,027.99

The Commission has examined tleeisedfigures 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 frormew small hydro projects is
consider@l 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
201819 | 201920 | 202021 | 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
Subtotalnew and ongoing 3.46 72.49 189.38 340.58
Total 7887.75| 6,998.42| 6,866.40| 7,027.99

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 LtdHence,the expected generation from such
stations are also to be adjusted accordingly.

3.32 The auxibary 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 Aux Cons.
system (%)
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 projecty 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 generatiorapproved for the control period

201819 201920 202021 2021-22
Gross Aux. Gross Auxliary Gross Auxiliary Gross Auxiliary
. consum . consum . .
Generation ption Generation ption Generation| consump | Generation| consump
(MU) (MU) (MU) (MU) (MU) tion (MU) (MU) tion (MU)
E;c'jsrgng large 7536.76| 7853| 6,5503.17| 67.41| 629428 6503| 6,279.15  64.68
Existing small
h;(c'jr; 9 34753|  3.48| 42276  4.23 382.74 383|  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
lam Aug.
Sengulam Aug 85.00 0.85
Scheme
Subtotak d
u C.) arnewan 5.19 0.05 72.49 0.72 189.38 1.89 387.11 3.87
ongoing
Gross Generation 7,889.48 82.05 6,998.42 72.36 6,866.40 70.75 7,074.51 72.64
Lesshuxiliary 82.05 72.36 70.75 72.64
Consumption
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 includexl their estimates KSEB Ltd had
also furnished theexpectedgeneration from thewind projects.
Commission has considered of generation proposals of the existing and
new projectsgiven by KSEB LtKSEB Ltd has as part of the approval for
the capital investment programme for the control period furnished the
details of new projets. These details are being scrutinised. Pending
approval for these projects, the Commission pasvisionallyconsidered

the energy from these projects as proposed by KSEB Ltd subject to the

The
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condition that the same shall not beonstrued as the approvabf
projects andts project cost.

Table: 3.10
Generation approved from wind and solar projects for the control period

Wind Sqlar Total Auxmary Net _

(MU) projects (MU) consumption Generation
(MU) (MU) (MU)
201819 1.79 14.96 16.75 0.17 16.58
201920 2.04 42.61 44.64 0.45 44.20
202021 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 SBG is as shown below:

Table: 3.11
Net Generation approved from own stations

201819 | 201920 | 202021 | 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 SBUG 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 &Bld as shown below:
Table: 3.12
O&M expenseslaimed for existing stations of SELJ

ltem 201819 201920 202021 202122
O&M Expenses (Rs Cr) 123.77 129.77 136.05 142.63
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3.37 KSEB Ltd stated that the Regulaidarther allow O&/ 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 firsyear 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 anditsu
expected to be commissioned during the control period and their O&M
expenses sought by KSEB Ltd is given below:

Table: 3.13
ProposedO&M expenses for new stations during the control period

New Stations P(r:c;jSetCt Expected | 201819 | 201920 | 202021 | 202422
(Rs. C1) completion (Rs.Cr)| (Rs.Cr)| (Rs.Cr) | (Rs.Cr)
Perunthenaruvi SHP* 58.80 201718 2.352 2.466 2.585| 2.7103
Kakkayam HEP 41.42 201819 1.6568 1.736 1.8211 1.9092
Boothathankettu SHEP 214.31 201920 8.57 8.9873| 9.4223
UpparKallaSHEP 28.31 201920 1.1324 1.1872 1.2447
Porigalkuthu AES 141.13 201920 5.6452 5.9184| 6.2049
Sengulam PH 20.40 201920 0.816 0.8555| 0.8969
Chathankottunada SHEP 95.53 202021 3.82| 4.0061
Pazhassisagar SHEP 87.99 202021 3.5196| 3.6899
ThottiyarHES 235.88 202021 9.4352| 9.8919
Shengulam Aug. Scheme 111.34 202122 4.4536
Peruvanamuzhi SHEP 87.29 202122 3.4916
Pallivasal Extn 467.14 202122 18.6856
Kottiyam Solar 3.27 201920 0.1308 0.1371| 0.1438
Kanjikode Solar 11.40 201920 0.456 0.4781| 0.5012
Agali Solar 5.70 201920 0.228 0.2390| 0.2506
Brahmapuram Solar 37.14 201920 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 includedpd#alized on 2018.9
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3.38 Thetotal O&M expenses as per norms for the control period 20280
202021 for SBLG as per the petition is as shown below:

Table: 3.14
Total Operation & Maintenance Cost of SBlds per petition
201819 201920 202021 2021-22
(Rs. Cr) (Rs. Cr) (Rs. Cr) (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
OELISyasSa 2y | 002dzyi 2F WC2NDS YI 2S5 dzNB ¢

3.39 KSEB Ltd stated that the State of Keftzda 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 bButpoding 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 thesestations 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.
further stated that withtheir earnest efforts, generation atalalayar
Power House (2x37.5MW), Poringalkuthu PLBE (1X16MW) and Lower
Projects were also
normalized. Poringalkuthu HEP has been partially restored. All the
stations except Adiyanpara are expected to be restorgdhe end of
Adiyanpara SHEP is expected to be

Periyar has been

restored. Six Small

the current financial year.

Hydel

KSEB Ltd

operational in the next financial year (2029) only. KSEB Ltd requested
that these losses due to natural calamige to be i NS | ( SHercel &
al 25 dxNd and the additionlafinancial expenditure incurred for
restoration may be allowed as a onetime expense of-&Bor 201819,

during the truing up of accounts ftiat 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 2616. KSEB Ltah

their petition has submitted that the payvision 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 Revisioaxpenses estimated by KSEB Ltd
Particulars 201819 201920 202021 | 202122
(Rs. Cror¢ (Rs. Crore)| (Rs. Crore] (Rs. Crore
Basic + DA 2429.97 2631.10| 2843.33] 3067.19
10% of above 242.997
Provision for Pay Reuvisiof 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 Pensionefssociation stated that O&M workshall be givents

rightful importance and priority especially in the context of recent
floods. The O&M expenseshall be determined based on statutory
requirements and industry standards. Apollo tyres stated that though
there a study by IIM Kozhikode on the HR manag@enof KSEB Ltd the
same has not been implemented. Shri. K.R Radhakrishiaéed 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 todcomputerised 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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3.43

employee cost. Sri. Jayaprakash, Workers Association, KSEB Ltd the
costs are increasing, but revenue is matreasing. 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, Oddavamadhyaméekoottayima
stated that 136 increase in costs over 4 yepgeriod cannot be
considered as very highinceit 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 henceicserft
incentives should be given. KSEB Ltd should consider express service
option such as tatkal. KSEB OA stated that the number of employees in
200809 was 27,000 and in 2041® it is 33,000. The actual employee
cost is to be allowed. Sri. DijoKappstated that if theEmployee cosis
reduced,there isno needfor increase tariff. Sri. N S Alexander stated
that it is not knownwhether the recommendation of the IIM report is
regarding redeployment has been implemented. The loss reported by
KSB Ltd has been doubled from 2016 to 201617. KSEBOA stated
that the revenue gap proposed by KSEB Ltd is not inclusive of pay
revision, actual depreciation, cost relating to Master Trastl actual

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

Shri. P.P Antony stated that effective utilisation of manpower is required
and excess employees are to be redepldyand the high vehicle
expenditure iso be reduced In reply KSEB Ltd stated thia¢y 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 manwgw 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 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 Regulatioe given below:
& n @pgeration and maintenance expenses. (1) (a)ln the case of existing
generating stations of hie generation business of KSEB Limited shall be allowed
to recover operation and maintenance expenses for each financial year of the
Control Reriod, as per the norms specifieddnnexureVllto 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 stationsinit, 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) Tke 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 thkster 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, thgeration and maintenance
expenses as specified hereunder,
a) the operation and maintenancexpenses 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 maintenancexpenses 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 yeateasrmined above.

The Commission may revise the noffarsoperation and maintenance expenses
F LI AOIF6fS G2 &dzoaSljdsSyid [/ 2yiNRBE t SNA2RaC

3.45 The Annexure VIl to Regulation 45(1) is shown below:
AnnexureVll
0O&M normsfor existing generating stations of generation business of KSEB Limited

Control period
201819 201920 202021 202122
(Rs. crore)| (Rs. crore) (Rs. crore) (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 sta®ons

3.47

3.48

provided in theRegulations. Th®&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
201819 | 201920 | 202021 | 202122

Rs. Crorg Rs. Crore| Rs. Crore Rs. Crore
Existing stations | 123.77 129.77 136.05 | 142.63

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 expense determined will be escalated at the approved
escalation rate of 4.84%. Accordingly, KSEB Ltd has claimed O&M
expenses for new stations includinge upcoming solar generating
stations as indicated in the table above.

The Commission has examihéhe 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 Commissioare applicable. Since for the year 2018, norms
arenot®@l AfFofS dzyRSNJ 0KS [/ 2YYA&daAzyQa
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 shownhdve

Table: 3.17

Base level and escalated O&M expenses for new SHP and Solar projects

201718 | 201819 | 201920 | 202021 | 202122
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 thedetails 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 Oct18
Boothathenkettu Sepl9
Upper Kallar Now19
Porigalkuthu AES Jan20
Chathankottunada Jut20
Thottiyar HES Jan21
Pazhassi Sagar Now20
Peruvanamuzhi Jun21

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 expensdsr new and ongoing hydro and solar projects

G Benchmark
en. Expected 0O&M 201819 | 201920 | 202021 | 2021-22
Name of Scheme Capacity .
(MW) Completion | expenses | (Rs.crore)| (Rs.crore) (Rs.crore)| (Rs.crore)
(Rs.lakh/MW)
Kakkayam 3.00 201819 29.00 0.38 0.96 1.00 1.05
Boothathenkettu 24.00 201920 21.00 2.77 5.81 6.09
Upper Kallar 2.00 201920 29.00 0.21 0.67 0.70
ONGOING -

HYDEL Porigalkuthu AES 24.00 201920 21.00 0.92 5.81 6.09
Chathankottunada 6.00 202021 21.00 0.97 1.52
Thottiyar HES 40.00 202021 1.57 9.89
Sengulam Aug. Schemg 2021-22

NEW | Pazhassi Sagar 7.50 202021 21.00 0.63 1.99

HYDEL | pPeruvanamuzhi 6.00 2021-22 21.00 1.14
Brahmapuram 6.50 201920 7.00 0.26 0.55 0.58

NEW Kottiyam 0.60 201920 7.00 0.02 0.05 0.05

SOLAR | Kanjikode 2.00 201920 7.00 0.08 0.17 0.18
Agali 1.00 201920 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 splajects for the
control period for SBG is approved as Rs.0.38 crore for 2098
Rs.5.27 crore for 20120, Rs.17.32 crore for 20Z1 and Rs.29.38 crore

for 202%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
As per the petition (Rs. Crore) Approved for the control period (Rs crore)
SBUG 201819 | 201920 202021 | 202122 201819 | 201920 | 202021 202122
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 followég the Commission
while approving the depreciatiofor the truing up. KSEB Ltd in their
petition stated that in the Truing up ordr for FY 20186, 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 showbelow:

Table: 3.21
Depreciation as per Truing up for FY 205 as given in the petition
Item SBUG SBUT SBUD 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 SBUG 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 a&ts created out of
contribution and grants) for the year as 2.77% for $813.24% for SBU

T and 1.21% of GFA. The depreciation on the fixed assets &b $a6
been calculated at the net average rate of depreciation. Accordingly, the
depreciation in linevith 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
ltem 201819 201920 202021 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 forGSBU

considering the asset additions planned for the control period.

Comments of the Stakeholders

3.56 There was no specific comment from the stakeholders.

ThéHIT
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 ubgdhe Associatiorfor

the estimations.

Provisions in the Regulations

3.57 Provisions regarding depreciation is given below:

a HDepreciation.c (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.

58



Provided further that depreciation shall not be allowed on assets funded
through consumer contribution, deposit works, cabitubsidies 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 follwing manner:

(a) depreciation shall be computed annually based on the straight line
method at the rates specified in the Annexli® these Regulations for

the first twelve financial years from the date of commercial operation;

(b) the remaining depreclae 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 Annexuye

(c) the generaing 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 timeubstaintiate

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 ninet 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 THerty 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 onfata basis:

Provided further that depreciation shall be-galculated for assets
capitalised during the financial year at the time of truing up, based on
documentary evidence for capitalisation of assets nsiitied 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
generaing 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 theréof.

Analysis and decision of the Commission

3.58 The Commissiohas 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 @ wonsidered 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 2015L6. In the case of SBW and SBU, gross depreciation
rate and net depreaition rate is same as there was no assets created
out of contribution and grants in 20156. However, in the petition,
there are assets created out of contribution and grants during the
control period for SBUG and SBU. Thus, the net percentage of
depreciation is not consistent in the case of SBland SBG. 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 tevage value of 10%.

3.59 On being pointed out, KSEB Ltd in their letter dated12-R018 has
furnished a revised estimation of depreciation for the control period. In
the said estimationKSEB 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)s &sseng
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 2112-2018 is as shen below:
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Table: 3.23
Revised estimation of depreciation furnished by KSEB Ltd

Depreciation as per petition Revised estimation of depreciation
(Rs.Crore) (Rs. Crore)
Year KSEB | Difference
SBUG | SBUT SBUD | KSEB Ltd SBUG | SBUT SBUD
Ltd (Rs.Cr)
1 2 3 4 5 6 7 8 9=(84)

201819 | 122.26| 172.32 109.72 404.30 138.50 | 204.97 182.90 555.67 151.37

201920 | 125.01| 199.58 143.99 468.58 159.32 | 280.27 205.36 673.27 204.69

202021 | 137.68| 257.03 163.89 588.60 212.80 | 405.64 250.78 890.33 301.73

202122 | 168.12| 344.70 181.71 694.53 235.78 | 420.37 288.16 964.19 269.66

3.60

3.61

3.62

3.63

As shown above, the revised depreciation for the year is Rs.555.67 crore
for KSEB Ltcand is about Rs.151 crore more than the originally
estimated value of Rs.404.30 crore for 2d118 and about Rs.270 crore
higher in 202122. In this context, it may be noted that KSEB Ltd has not
furnished the revised revenue gap in tune with the increase i
depreciation.

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. T@B®mmissionnotes that the
depreciation worked out b)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 highthough about 80% of assets having rate of
depreciation at 5.28%.

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 byBKB#E, based on
which depreciation is to be estimated. The methodology used by the
Commission for estimating the depreciation is as shown below:

As per the accounts of KSEB Ltd, the GFA at the end of financial year
201718 is Rs.18516.71 cronecluding gants and contributions but
excluding the revalued assets. The value of land as at the end of the year
iIs Rs.508.17 crore. Thus, the GFA excluding land is Rs.18008.54 crore.
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Of this, two asset categories viz., plant and machinery (32.9%) and lines,
cabk, 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 showithia 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
Shareof . :
Weighted _ Weighted
GFA Assets Useful Depreciation
. . average average rate of
(Rs. (Excluding life life rate depreciation
Crore) land) (Years) (%) P
(years) (%)
(%)

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 et¢ 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 andidpseciation
will be for loan repayment purpose considering the debguity 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. fe balance value of assets ie., 27% (BB%) has to
be depreciated in the rest of the useful life of 19 years (19&3Years).

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 aveldg®f the assets
is 31 years, the balance 27% of the value of assets-@83%) is to be
depreciated in balance 19 years {B2 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%er yearon a straight line basis.

Asset addition for 2016L7 and 201718.

3.66 During thetruing upfor the year 201617, 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
detailsexcept, the details of part completed projects. In the absence of
these details, the Commissiomas not in a position to recognise the
asset additions for the year 201&'. However, for the purpose of
estimating depreciation and normative loan, the Corssion has
considered provisionally, pending details from KSEB Ltd, 50% of the
Asset additions less grants and contributions for the year 206 For
201718, since truing up is not over the Commission used the figures as
per the account®n a provisionabasis However, the asset additions for
the these years will be finalised based on the final approval by the
Commissioronce complete details are furnished by KSEB Ltd

Provisional Asset additions during the control period

3.67 As mentioned earlier, theCommission 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 addit®mcluding grants and contribans
for the control period

" Provisionally considered for the control
As per Petition . .
period by the Commission

SBUG SBUT SBUD | KSEB Ltd SBUG | SBUT | SBUD KSEB Ltd

Rs. Crore| Rs. Crore| Rs. Crore| Rs. Crore| Rs. Crore C?osr.e Rs. Crore| Rs. Crore

201819 99.47| 840.84| 2,620.25| 3,560.56 65.79| 511.60| 1,768.70| 2,346.09
201920 | 477.63*| 1,772.05| 1,521.74| 3,771.42| 448.07| 1,082.11| 1,222.17| 2,752.35
202021 | 1,098.86| 2,703.95| 1,362.97| 5,165.78| 593.59| 1,427.76| 811.69| 2,833.04
202122 | 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 amet asset additions eligible
for depreciation is as shown below:

Table: 3.26

Asset Additions excluding grants and contributions
Year GFA Grants_ & Net GEA for
addition | contributions| Depreciation
(Rs. Crore) (Rs. Crore) | (Rs. Crore)
As per Accountéincluding Ind AS additions) 201516 1,021.17 358.35 662.82
As per Provisional approval 201617 1,066.45 646.94 419.51
201718 1,390.57 573.45 817.12
201819 2,346.09 906.94 1,439.15
Provisional approval for the control period 201920 2,752.35 424.28 2,328.07
202021 2,833.04 593.29 2,239.75
202122 1,649.72 305.74 1,343.98

Asseseligible for depreciation (GFA excluding contribution and grants)

3.69 As per the order on truing up for the year 2016, the GFA excluding
revalued assets for KSEB Ltdoasl-4-2015 was Rs.14619.07 crore and
the total grants and contribution as on4t2015 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
GFAeligible for Total GFA
depreciation excluding
added for the contributions
SBUG (Rs. | SBUT (Rs.| SBUD (Rs. year and grants
Crore) Crore) Crore) (Rs. Crore) (Rs. Crore)
GFA less revalued assets as eh2015 4,406.06| 4,097.22 6,115.79 14,619.07
Total grants & Contributions as dm-2015 - 3.90 4,666.11 4,670.01
GFA eligible for depreciation as 04-2015 4,406.06| 4,093.32| 1,449.68 9,949.06
Additions Net of Grant201516 201516 35.00 280.57 347.25 662.82 10,611.88
201617 289.89 212.73 -83.11 419.51 11,031.39
201718 162.17 478.78 176.17 817.12 11,848.51
201819 65.79 511.60 861.76 1,439.15 13,287.67
201920 448.07 1,057.11 822.90 2,328.08 15,615.74
202021 593.59 1,038.18 607.98 2,239.75 17,855.50
202122 153.76 515.21 675.01 1,343.98 19,199.47
Note: In 201617 in the absence of approved capital additions, the Commission has provisionally
GFr1Sy GKS pms: 2F W aaSid FTRRAGAZY F2NJ 0KS &SI NJ
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3.70

Asshown above, as on the beginning of the year 2098the 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 @stting 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
edimated 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 2018, 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) Assetdess than 12 years (Rs. Crore) Depreciation (Rs. Crore)

>12 Years

GFA GFA GFA
GFA eligible GFA >12 <12
having Contri for GFAlto Contri eligible for | years | years
>31 life 12 to bution& | depreciat | 12 years bution& | depreciatio| @1.4 | @5.14
years 31 years Land Grants ion old Land Grants n 2% % Total

201718

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

201819

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

201920

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

202021

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

202122

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-GBbr 2017
18 andfor the control period is as shown below:
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Table: 3.29
Depreciation applicable for SB&

SBUG
Year Total % share of GFA of SBJ| Depreciation
Depreciation| in total GFA eligible for| for SBUG
of KSEB Lto depreciation
Rs.crore Rs.crore
201718 319.25 41.3% 131.84
201819 348.84 37.3% 130.19
201920 408.32 34.6% 141.38
202021 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 20T6nd 2017
18 and for the control perioddowever, since KSEB Ltd is yet to provide
the necessary details to the Commissicegarding the value of assets
added during this period, theallowable depreciatiorwill be considered
during the truing up and shall be based on submission of necessary
details as required by the CommissioAny estimation of depreciation
as shown hove is necessitated due to the naaherence 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 tREBKLtd
has to maintain the books as per provisions of the Regulati@mg] 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 capitallifiabj
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 provision®kefjulation 29, estimated the normative
opening loan as on 01.04.2018 after considering GFA, approved
depreciation,applicableconsumer contribution and grants. Normative
loan thus determined is allocated among SBU G, SBU SB@& D
according to the ratio of GFA. Thus, opening normative loan for the
control period ie., 44-2018 is determined at Rs 4627.54 Cr and the share
of SBUG is Rs.1127.26 Cr. According to KSEB Ltd, against the normative
loan, the actual loan is Rs.6479.@r. The details given in the petition
is as shown below:

Table: 3.30
Computation of Normative loan as on 01.04.2@K3per petition
SBU G SBUT SBU D Total

No Item (Rs. Crore)| (Rs. Crore)| (Rs. Crore)| (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 3563.14
8 | Normative loan 01.04.2017 4215.26
9 | Less: Estimated depreciation for 2013 405.00
10 | Normative loan balance (A) 3810.26
11 | Asset addition 20118 1390.57
12 | Less: contribution received in 2018 573.45
13 | Normative loan for 20118 (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 o4-01
2018, the asset addition as well as contribution/ grant anticipated and
allowable depreciation etc., for eagfear of the control period is duly
taken into account while ascertaining theterest on normative loan.
The rate of interest projected for 204D 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-GBU

estimated ly KSEB Ltd for the control period is as shown below:

Table: 3.31
Interest on capital liabilities for SBGestimated by KSEB Ltd
Item 201819 201920 202021 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 201-89 and @10% thereafter

3.76 According to KSEB Ltd, the Regulation 29(2) stipulates that the

3.77

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 afdid, 2018,
from the normative loan. Further, the Regulation 29(gndates 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. @ 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.

The Commission has sought clarifications on tsingation of normative
loans vide letter dated 141-2018. KSEB Ltd have furnished the reply
vide letter dated 712-2018 in which the figures for the normative loans
for the control period were revised. The revised figures are as shown
below:
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Table: 3.32
Revised statement showing normative loan as eh2018by KSEB Ltd

No Item SBU G SBUT 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 loar01.04.2018 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 1.04.2018 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 od-2018 was revised to
Rs.4086.54 crore from Rs.4627.38 crore showing a reductibn
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

3.80

The Association stated that in the past KSEB Ltd had sigddicantly
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 ha®t 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
201819 and Rs.449.56 crore in 2022.

On the objection of the Associationthat aell asset additions are lower
than estimated figuresKSEB 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 measue the proposed capital additions.

Provisions in the Regulations

26.Debtequity ratio.¢(1) For the purpose of determination of tariff, dedquity
ratio as on the date of commercial operation in the case of a new generating
station, transmission line amndistribution 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 debéquity ratio shall be applied only to the balance
of such appreed 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 page 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 $ethan 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 aocount of capital expenditure incurred
prior to the First day of April, 2018, the dedmjuity 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 investedniforeign 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 mationed 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 sbhallpermitted 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 businessée 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
effed 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
(if) transmission business/licensee and logign intra-State open access
customers including distribution business/licensee; or
(iii) distribution business/licensee and consumers.

29.Interest and finance charges. (1) (a)lhe loans arrived at in the manner
indicated inRegulation 26shall be considered as grossrmative loan for
calculation of interest on the loans.

(&) 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 oreplacement 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 thesEday 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 fohat 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 bsiness/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 integst 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 notbag 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 rateof 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 tdinance the loan as long as it
results in net samgs on interest and in that event the costs associated with
such refinancing shall be borne by the beneficiaries and begefit from
such refinancing shall be shared in the ratio 1:1 among,
() the generating business/company and the persons sharing the
capacity charge; or
(i) transmission business/licensee and lbaign intra-State open access
customers including distribution business/licensee; or
(iif)  distribution business/licensee andnsumers.
(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)Interestshall be allowed on the amount held as security deposit in cash
from users othe 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 uskrs
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 furnishge&8EB Ltd. KSEB
Ltd has arrived at the opening level of normative loans for the control
period ie., as on -#-2018 based on the asset additions for the year
201617 and 201718 as per the accounts. Howeveas mentioned in
pre pages,KSEB Ltd in theirding up petition for 20147 did not
provide the completdist and capital cost detailsf fixed assets added
during the year. Hence the Commission while truing up the accounts for
201617 had directed KSEB Ltd to furnish the details of asset additions
for the year 2016L7 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 2098 and 2016L7 had arrived at the normative dm of
Rs.1951.51 crore as on-312017 for KSEB Ltd as shown below:

Rs. crore
1 Net Fixed Assets as 012015 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 oh+4-2015 2,276.17
5 Net Addition to loans in 20156 380.08
6 Repayment equivalent to depreciation for the year (334.87)
7 Opening levels of Loan (as 0#-R2016) (4+56) 2,321.38
8 Repayment for the year 20167 (Depreciation) (369.87)
9 Closindevel of loans (3B-2017)  (B) 1,951.51

3.83 While arriving at the above level of normative loan, the Commission has
not considered the asset additions during 2€il6and 201718, for want

of sufficient details. However, in order to arrive at thermative loan

for the control period, appropriate adjustments have to be made to take
care of the assets addition during 2018 and 201718. Further, KSEB
Ltd, as part of adoption of accounting standards as per IndAS, recasted
the GFA figures for the evious three from 20147 thereby assets
which are put into use, but not capitalised and remain under the head
W/ FLIAGEE @2NJ] Ay LNRINBaAaAQ KIF

R 0688

these aspects, the opening level of normative loan as @hR2016 is

arrivedat as shown below:

Table: 3.33
Normative loan as on-4-2016
SBUG SBUT SBUD 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 20136 34.79 212.24 491.41 738.44
3 | Less Grants and Contribution in 2016 (13.11) (12.93)| (332.31)] (358.35)
4 | Net Addition to Assets in 20136 (23) 21.68 199.31 159.10 380.09
Transfer of Assets from CWIP as part of
> IndASadoption for the year 2015 1332 81.26 188.15 282.73
6 | Repayment equivalent to Depreciation for 2016 | 122.05 132.84 79.98 334.87
7 Opening level of Normative loan as on4t2016 508.97 785.66| 1.219.40| 2.604.12
(1+4+56)
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3.84 The asset additions as per the annual accounts and the details furnished
by KSEB Ltds part of clarifications dated 212-2018 are as shown

below:
Table: 3.34
Addition to GFA excluding grants and contributions as per accounts
SBUG SBUT SBUD KSEB Ltd
Rs.crore| Rs.crore| Rs.crore| Rs.crore
1 | Addition 201617 as per Accounts 450.22| 410.19 908.25 1,768.66
Less adjustments made as part of Ind A
2 for 201516 (13.32)| (81.26)| (188.15) (282.73)
3 | Net Asset Additions 20167 (1-2) 436.90| 328.93 720.10 1,485.92
4 | Asset Additions 20118 182.98| 499.01| 707.30f 1,390.57
Assets added fror@ontributions and
5 Grants 201617 (23.67)| (23.34)| (599.93 (646.94)
Assets added from Contributions and
6 | Grants 201718 (20.98)| (20.69)| (531.78)| (573.45)
Asset additions excluding contributions
7 413.23| 305.58| 120.17 838.98
and Grants2016-17 (35)
Asset additions excluding contributions
8 162.00| 478.32 175.52 817.12
and Grants2017-18 (46)
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 2018 Rs.817.12 crore
respectively. However, as mentioned above, the Commission is not in a
position to approve the entire capital additions for 201 for want of
sufficient details from KSEB Ltd. Therefore, in orderrtovea at the
normative loans for the control period, the figures of asset additions
during 201617 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, assetdditions are to be considered on a
provisional basis only. Hence the Commission has taken 50% of the net
asset additions for 20r&7 (ie., Asset Addition for the year less
contribution and grants) and in the case of 281 asset addition as per
accounts provisionally. Accordingly the asset additions considered for
the year 201617 and 201718 is as shown below:
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Table: 3.35

Provisionally approved assets additions for 2Q¥6and 201718

SBUG SBUT SBUD KSEB Ltd

Rs.crore | Rs.crore | Rs.crore | Rs.crore
Asset Additions 20167 313.56 236.07 516.82 1,066.45
Asset Additions 20118 183.15 499.47 707.95 1,390.57
Addition to Contributions and Grants 2016 23.67 23.34 599.93 646.94
Addition to Contributions and Grants 2018 20.98 20.69 531.78 573.45
Asset additions excluding contributions and
Grants-201617 289.89 212.73 -83.11 419.51
Asset additions excluding contributions and 162.17 478.78 176.17 817.12
Grants-201718

3.86 As shown above, the asset additions excluding grantscanttibutions
for the year 201617 was Rs.419.51 crore and that of 20K is
Rs.817.12 crore, as against the actual net asset addition of Rs838.98

crore for 201617.

3.87 Based on the above, the value of provisional normative loan as®n 1

2018 is arrived aas shown below:

Table: 3.36
Provisional normative loan as 012018

SBUG SBUT SBUD KSEB Ltd

Rs.crore Rs.crore Rs.crore | Rs.crore
1 | Opening levels of normative Loan (as o2016) 598.97 785.66 1,219.49| 2,604.12
2 | Provisional Asset Additidexcluding grants for 20167 289.89 212.73 -83.11 419.51
3 Repayment for the year 20157 (Depreciation) (124.59) (147.71) (97.57)| (369.87)
4 | Net Addition to Normative loan 20167 (23) 165.30 65.02 -180.68 49.64
5 | Opening level of normative loangl-4-2017) (1+4) 764.27 850.68 1,038.81| 2,653.77
6 | Addition to normative loan 20318 162.17 478.78 176.17 817.12
7 | Repayment for 20118 (Depreciation) (131.84) (136.48) (50.92)| (319.25)
8 | Net Addition to Normative loan 2018 (67) 30.33 342.29 125.25 497.87
9 g[iegr;ing levels of Normative Loan (as om2018) 294.60 1.192.98 1.164.06| 3.151.64

3.88 As shown above, the opening level of normative loan for-GBid

Rs.794.60crore.
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Rate of interest for normative loan

3.89 In the petition, KSEB Ltdas 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 portfislito be
used for allowing interest charges for the normative loan. KSEB Ltd has
furnished the actual loan portfolio for SB® based on the allocation of
existing loans for the year 20418 as per the clarification dated172-

2018. Based on the detaiisrnished by KSEB Ltd the weighted average
interest rate is estimated as shown below:

Table: 3.37
Details of the loan portfolio for SBG for 201718 as furnished by KSEB Ltd
Net loan Add: Less: Net loanc . Weighted
NAME OF THE FINANCIAL Opening Drgwal(s) Repayment Closing Average | Weightage | Interest on .average
INSTITUTION (01/04/17) during the | (s) during (31/03/18) loan (%) loan interest
Year the year Rate

(A) SECURED LOANS
LIC Loan 0.98 - 0.49 0.49 0.73 0.05% 0.06 0.00%
REC Loan Thottiy&HEP 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 90.00 - 4.50 85.50 87.75 5.99% 875|  0.60%
Barapole SHEP
Dam Rehabilitation and 8.60 40.61 - 49.21 28.90 1.97% | 0.00%
Improvement Project
NABARD RIDF Loan :UKallar H 0.45 3.61 - 4.06 2.26 0.15% 020| 0.01%
g.Qal 3N {£t
PFC LoanPallivasal HEP 190.93 0.95 - 191.88 191.41 13.07% 21.84 1.49%
PFCSpecial 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 Perumthenaru 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
grr:;or?_ll_aearrr]rll( of India (UBI)Loans| 98.26 98.26 i i 0.00%
REC LoansShort Term - 122.37 - 122.37 61.19 4.18% 1.24 0.08%
SBI LoansShort Term 122.37 244.74 183.56 183.56 152.96 10.45% 13.87 0.95%
Vijaya Bank LoansShort term 48.95 97.90 146.85 - 24.47 1.67% 3.55 0.24%
Canara Bank Loanshort Term - 122.37 122.37 - - 0.00%
iz:’;h Indian Bank LoanShort 48.95 73.42 122.37 - 24.47 1.67% 320|  0.22%
Bank of Indid_oans- Short Term 94.84 333.46 379.37 48.93 71.88 4.91% 6.12 0.42%
Andhra Bank LoansShort 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-GBak

3.91

3.92

per the details furnished by KSEB Ltd for the year 28L& 9.33%. In
their petition, KSEB Ltd had proposed interest rate of 9.5% for the year
201819 and a higher rate of 10% fthre 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 foashe |
three years. Hence there is a case of higher rate of interest in future,
though the same is to be established.

The Commission has also examined the interest rate of existing loans. As
per the details furnished by KSEB Ltd the opening level of loasSEB

Ltd as a whole as on42017 is Rs.6423.73 crore and closing loans is
Rs.6479.35 crore with an average loan balance of Rs.6451.54 crore in
201718. The average rate of interest for the entire loans is 9.47%. The
share of loans and the interestite applicable are also given below:

Table :3.38
Details of the loans of KSEB Ltd for 2087
% of loans Rate of interest
26% 8.02%
47% 9 to 9.08%
21% 9.92t0 11.15%
6% 12.13to 11.75%
100% 9.47%

As shown above, about 73% of the loans are bedd®8%. 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 ahterest 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 floe control
period will be the average rate applicable for the SBUs based on the loan
portfolio for 201718 furnished by KSEB Ltd. Accordingly, the rate of
interest for SBLG is taken as 9.33%.
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Asset addition for the control period

3.93 As mentioned above, th€ommission has provisionally approved the
asset additions as shown below for SBU

Table: 3.39
Asset additions provisionally approved for S8lbr the control period
201819 | 201920 202021 202122 Total
Rs.crore | Rs.crore | Rs.crore | Rs.crore | Rs.crore
New Hydel projects - - 53.03 42.42 95.45
Renovation & Modernisatichew 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-GBg fromMNRE,
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
SBUG is worked out for the control period.

Table: 3.40
Normative loan and interest charges for the caitperiod
SBUG 201819 | 201920 | 202021 | 2021-22
Rs.crore | Rs.crore | Rs.crore | Rs.crore
Opening level of Normative loan (as of 1st Ap 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 31st 730.20| 1,036.89| 1,456.13| 1,413.64
March)
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, interestarges applicable for

SBUG is Rs.71.15 crore for 2018 and R4.33.90crore for 202122.

Interest on Security deposits

3.96 KSEB Ltd did not claim interest on security deposits for&G RS there is
no security deposits against Si&J

Interest on GPF

3.97 As per the petition)nterest 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 $s.drore during the
control period. The details are given below:

Table: 3.41
Estimation of interest on provident fund as per petition
Item 201718 | 201819 | 201920 | 202121 | 202122
Rs.Gore | Rs. Crore| Rs. crore | Rs. crore | Rs. crore
Opening: Providenfund as on 3 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 or’3arch 2207.33| 2357.33| 2507.33| 2657.33| 2807.33
Average PF during the Financiaar 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 KSEH_td had segregated the GPF balance among SBUs based on the

share of employee cost in 204B 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

Employee cost
SBU ratiop ( 236 1718) 201819 201920 | 202021 | 202122
Rs. Crore | Rs. Crore| Rs. Crore| Rs. Crore
SBU G 5.13 9.83 10.48 11.12 11.77
SBUT 11.32 21.7 23.12 24.55 25.97
SBUD 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 SBlbased on the employee cost in
201718 is 5.13% and the estimated interest of GPF is allocated based on
the said percentage to SBG.

Objections of stakeholders

3.100 HTFEHT Association has commented that the GPF balance has to be
based on thesuomotu order for 201718. 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 R.2009.90 crore as on-42018. The Association has not
objected to the interest rate used or the addition to GPF.

3.1011In reply to the comments, KSEB Ltd has stated that the actual GPF
balance as per the audited accounts as oR33018 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 balaneogfdent Fund
is Rs.2207.33 crore as on-32018 and KSEB Ltd has assumed Rs.150
crore per year net additions to GPF balance. In order to estimate the
interest charges, 8.4%te of interest is assumed. The Commission has
considered the objections HiT-EHT Association and decided that since
the actual GPF balance is available for 20&/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 imésst rate applicable for the GPF accumulations
for JulySept quarter of 201849 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% feGSBbus the
interest charges for GPF is worked out as shown below :

Table: 3.43
Interest charges approved for the control period
Item 201718 201819 201920 202121 202122
Rs.crore Rs.crore | Rs.crore | Rs.crore | Rs.crore
Opening: Provident Fund as ofi 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 orn"3darch 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 SBJs as shown below:
Table:3.44
Interest charges for GRipplicable for SBG
201819 | 201920 | 202021 | 2021-22
Interest Charges for KSEB Ltd (Rs. Cro| 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 KSER-td stated that Government of Kerala, as per notifications dated

31.10.2013 and 28.01.2015, establishscheme forthe creation of a
Master Trustto meet the unfunded liability of pension, gratuity and
leave surrender as on 31.10.2013, in respect ofgesonnelwho were

on the rolls of KSEB Ltd at@nsferred fromthe 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 amgements 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 and2018. 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

81



issued to Master Trust. The repayment has started from 28 and
the interest due for the control period and its SBU wise segregation are
furnished below:

Table: 345
Interest on Master Trust Bonds
Item 201718 | 201819 | 201920 | 202021 | 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 Employ?e 201819 | 201920 | 202021 | 2021-22
cost ratio
Rs. Crore| Rs. Crorel Rs. Crore| Rs. Crorg
SBU G 5.13 39.67 37.58 35.50 33.41
SBUT 11.32 87.56 82.95 78.34 73.73
SBUD 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 theperationalization 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
retred froY nmMoeMMPHAMO (12 OMPAOPHAMT X
was done by KSEB till 31.10.2013 and the Commission had approved the
same till the truing up of 20147.

I a

Additions to Master Trust

3.107 KSEB Ltd further stated that since the actual date of operationalization
of the master trust is made onfyom 01.04.2017, actuarial valuation has
been done as on 31.03.2017. The assessed unfunded pension liability,
gratuity liability and leave surrenderability 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 petiton 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 coint
period is apportioned among the SBUs based on the employee ratio.

Table: 347
Interest on Additional Bond to Master Trust

SBU | Emp. Ratio | 201819 | 201920 | 202021 | 202122

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 throwghff on an annual
basis. Since, claiming the entire additional contribution to the Master
Trust in onego is likely to result in tariff shock, KSHEB proposed to
prepare a detailed scheme in consultation with the Government and the
same will be submitted sarately.

Comments of the Stakeholders

3.110 The HTEHT 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 dhe 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 dharges 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 formatioh tioe
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 LKISEB Ltd further stated that though
KSEB Ltd is entitled to claim the additional liability accrued freii- 1
2013 to 313-2017 to the tune of Rs.3728.98 crore, the same was not
claimed in the years from 201B4 to 201617. 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 Regulationsijnterest 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 yedrthe rate of 10% on
the consideration that the Master Trust was opgonal from 14-2017.
The interest rate allowable for the same is Rs.773.63 crore for the year
201819, 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 intest 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 #2017 on the unfunded pension
liability, gratuity liability and leave surrender liability was made #rel
liability was estimated at Rs.16147.70 crore which shows that the fund
size has increased by Rs.3728.98 crore during the period frdot2013
to 31-3-2017 for which additional funding is required. KSEB Ltd claims
that additional bonds for 20 year ped 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. dn th
letter dated 2612-2018, KSEB Ltd has furnished some details on the
actuarial valuation. KSEB Ltd claimed that the valuation done €& 31
2017 pegged the liabilityat Rs.16148 crore showing an increase of
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Rs.3729 crore and the same was incorporate@nnual accounts for the
year 201617. The audited accounts for the year 26 was adopted

on 811-2018. The actuarial valuation done as onr332018 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 14-2013 though the pension liability of such employees
are not covered in the valuatiomrhe 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
actuarid 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., 3102013 andY{ 9. [ GRQ& O2Y YA
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 ard leave encashment etc., whereas the Master Fund is for
the unfunded liability of pensioners and employees as on the date of
transfer scheme ie., 310-2013. Secondly, the trust is not functioning as
it is originally envisaged. Thirdly, KSEB Ltd coolderplain 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 sae 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 2018. As per the annual
accounts fo the year 201718, KSEB Ltd has included as o83-2D17 an
amount of Rs.16147.7052 crore undgtaff Pension Fundvhereas the
value of the fund is decreased to Rs.5785.62 crore as €h2Z811 8.
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3.116 The Commission also noted that the actuarial valuatiorotscarried 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-BD
2013 till :4-2017, which Bows 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-182013, 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 Trusthas been properly functional with separate bank accounts
and proper inflow of funds as envisaged.

3.117 In the reply éted 712-2018, KSEB Ltd stated that decision has already
been taken to create funding arrangemeiat the actuarial liability and
also furnished a copy of the Board Order No. B.O. (FTD)
No0.1976/FA&CAS/Actuarial Valuation/2018 dated7-12-2018. 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-32017 and 313-2018 in the
books of accounts for the year 2617 and 201718 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 o 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 dafied02018,
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 onB}2013. Accordingly it is clear that the
Master Trust is envisaged for disching 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 employeesha tolls as
on 312:10-2013 was created. It was envisaged to issue two streams of
bonds in thematurity 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 thErust. 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 datedlZ-2018 has furniskd the
following details:
Table:3.48
Details of funds to /from Master Trust
Amount Amount | Balance Amount Amount Balance
paid to the | paid to in the paid to the | paid to in the
Month Trust by | pensioners| Trust Month Trust by | pensioners| Trust
KSEB Ltd| by Trust (Rs. KSEB Ltd| by Trust (Rs.
(Rs. Crore) (Rs. Crore) Crore) (Rs. Crore) (Rs. Crore] Crore)
1| Aprl7 107.17 107.17 10| Janl8 99.48 99.48 -
2 | May-17 153.04 153.04 11| Febl8 95.83 95.83 -
3| Junl? 124.60 124.60 12 | Mar-18 94.30 94.30 -
4| Jukl7 98.14 98.14 13| Apr-18 104.16 104.16 -
5| Augl7 219.54 219.54 14 | May-18 103.33 103.33 -
6| Sepl7 25.68 25.68 15| Juni8 121.55 121.55 -
7| Octl7 110.82 110.82 16| Jull8 116.52 116.52 -
8| Nowl17 112.94 112.94 17| Augl8 219.04 219.04 -
9| Decl7 99.82 99.82 18| Sepl8 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 mmeisoperation of the Trust
R2Say Qi NBTFfSOG (GKS Sygral 3SR aOKSY
Commission is decided to hold a separate proceedings towards the
determination of funds requirements of Master Trust. Till such time, the
Commission prosgionally 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 sameis finally allowed.

Table:3.49
SBU wise Intest on Master Trust Bonds approved for the control period
Emp.

Funding as per Initial Scheme R:ti) 201819 201920 202021 202122
Rs. crore | Rs. Crore| Rs. Crore| Rs. Crore
SBU G 5.13 39.67 37.58 35.50 3341
SBUT 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

Emp.

Additional funding for the Trust ratif) 201819 | 201920 | 202021 | 202122
SBU G 5.13% 10.26 10.26 10.26 10.26
SBUT 11.32% 22.64 22.64 22.64 22.64
SBUD 83.55% 167.10 167.10 167.10 167.10
Total 100.00%| 200.00 200.00 200.00 200.00

Total Int { the total Liabili
otal Interest on the total Liability 201819 | 201920 | 202021 | 202122
to Master Trust

SBU G -- 49.93 47.84 45.76 43.67
SBUT -- 110.20 105.59 100.98 96.37
SBUD -- 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 20149 and Rs.43.67 crore in 2022

Interest on working capital

3.122 KSEB Ltd in their petition has claimed interest on working capital for
SBUG as per the provision d®egulatiors2. Interest is allowed on the
working capital estimated on a normative basiRegulation 32(2) allows
Interest on normative level of workingapital 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 omMP018 + 2%).The parameters adopted
for computation of Iterest on Working capital for the control period for
SBUG are given below:
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Table: 350
Parameters for Interest on Working Capital (SB)Uas per petition

Item 201819 201920 202021 202122
Opening GFA (RsC| 4413.63 4513.09 4970.32 6069.18
O&M Cost (RsCr) 127.858 152.436 176.591 211.7655
Table: 351
Interest on Working capital (SBB) as per petition
No Item 201819 | 201920 202021 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 nhorms) 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 Asshownabove, the interest on working capital for the year 2a1Bis
estimated at Rs.5.863 crore and that of 2621 as Rs.8.382 crore.

Comments of the Stakeholders

3.124 The HTEHT Association has stated that the petitioner has calculated at
the working capital requirement correctly in the case of generation and
transmission. According to the Associatioet current assets for SBG
and SBUWI for the year 20186 and 20167 and 201718 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 hast 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 S&and SBU.

3.125 In thiscontext, 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

032.Interest on working capital.¢(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 financlayear, computed as under,
(@) Inthe case of liquid fuel based generating stations the working capital shall
comprise of,
() Gost of liquid fuelfor one month corresponding to approved generation;
plus
(ihoperation and maintenance expenses for one month; plus
(i) 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 s 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 cas of gas turbine/combined cycle generating stations the working
capital shall comprise of,
()cost of gas and liquid fuel for one month corresponding to approved
generation; plus
(iyoperation and maintenance expenses for one month; plus
(i cost of maintenancepares 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 statipno 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 hydrelectric generanhg stations the working capital shall
comprise of,
(i) operation and maintenance expenses for one month; plus
(i) cost of maintenance spares at one per cent of the historical cost of plant
and equipments; plus
(i) 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 distribom 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 Renue Requirement and determination of tariff is
filed. €
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Analysisand 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, 6.19 crore for 20120,
Rs.6.893 crore for 20221 and Rs.8.382 crore for the year 26224 The
Association has stated that in actual terntbere is negative working
capital requirements for SBG and hence interest on working capital
shall not be allowed.

3.127 TheCommissiorhas duly considered the arguments of the Association.
As per the provisions of the Regulations, interest on working daigita
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 twogp cent higher than the base rate as
on the first day of the financial year in which petition is filed.
Accordingly base rate as onr412018 is applicable. Base rate is the
MCLR of State bank of India applicable for the first day of April of the
respectve 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:
Table3.52
Interest on woking capital approved for the control period
SBUG 201819 | 201920 | 202121 | 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 Expensefor one month 10.35 11.25 12.78 14.33
1% of Historical cost of plants & 49.51 50.17 54.65 60.58
Equipment
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 onworking capital 6.08 6.23 6.84 7.60
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Summary of Interest and financing Charges

3.129 Thesummaryof interest and finance charges estimated by KSEB Ltd for
SBUG for the control period is submitted below:

Table: 353
Summary of Interest & Finan€harges proposed as per the petition for SBU

No Item 201819 | 201920 | 202021 | 202122

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 provisionadditions 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 approvedtbg Commission for the
control period is as shown below:

Table: 354
Summary of interest charges approved by the Commission
SBUG 201819 | 201920 | 202021 | 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

OneTime 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
duringAugust 2018. The share of SBUs 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 mustmake 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 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, thall Board and Extra
ordinary General meeting dated 2018 resolved to contribute to the
| KAST aAyAaidSNRERQ 5AA0NBaa wSEtAST
amount of Rs.35.00 crore in view of the huge destruction cause
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 ofrBectors meeting held on 28-2018, 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 contributido 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
precedirg 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, K& Ltd can contribute the amount out of their
LINEFAODP {dzOK LI eyYSyida OFyyzd oS YI
expenses ie., in the ARR and subsequently recovered from the
consumers through the tariff.

Return on Equity

3.136 In the petition, KSEB.td has statd 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 trangr scheme is Rs 3499 crore. The Regulation 28 allows a
ROE of 14% per annum. Accordingly, the RoE of kK&isBiroposed 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 218,74s given
below. The RoE of SEBWis apportioned by KSEB Ltd in the petition
based on the above criteria.

Table: 355
SBU Wise Return on Equtsoposed
SBU Equity Share % of Equity RoE
Rs. crore Rs. Crore
SBUG 831.27 23.76 116.38
SBUT 857.05 24.49 119.99
SBUWD 1810.73 51.75 253.50

94



3.137 Thus the ROE for SE&UJwould be Rs. 116.38 crore each yearing 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, APdEectet
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 reduceduity capital of Rs. 283.91 crore (Rs.
1553 crore- Rs. 1269 crore). The order of the APTEL is reproduced
below:

GMmnaer 2SS FNB 2F (KS @ASg GKIFIG aAiayos
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 accordjty instead ofaccepting the figures of

Y{9. ®¢

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 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 isgainst the provisions of the Regulations.

Provisions in the Regulation
o28.Returnon Equity Share capital or Net Fixed Assetql) Return on
equity shall be computed in rupee terms, on the paid up equity share capital
determined in accordance with tliRegulation 26and 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 RevelRaguirements
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 Commissioor fthe 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 rfathe generating
business/company, transmission business/licensee, distribution business/
licensee and State Load Despatch Centre, return on equity share shall be
allowed on monthly preoata basis, taking into consideration the
documentary evidence providdor 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
businessl/licensee is part of the scheme or programme funded by the Central
Government or State Governmeént 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 gkants.

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 rerganisation of the erstwhile Kerala State Electricity
Board as per the provisions ofetiransfer 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 far 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 consumeggants 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 Willst

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 rero 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 BKSYS AGYSNI fI 9f SOGNROA
{OKSYS o0wS@OSaGdAY30 Hnmoé¢ Y20AFASR 0
No0.46/2013/PD dated :320-2013, 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 Il 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
2NRSN) 2F GKS 12yQofS !'t¢9] G6KSNBAY
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 1310-2013 had issued G.O. (P) NO.3/20I3/Bated 281-2015

and G.O. (Ms) No0.17/2015/PD dated-3-2015. The G.O. dated 28
2015 pertains to the amendments to Kerala Electricity Transfer Scheme
(Revesting) 2013 and G.O dated33015 pertains to the netting off of
dues between Government and KB as on 1320-2013 ie., the date of
revesting. In the G.O dated -B32013, it is mentioned that :

AXXPPECF TAYT Ayild2 O2yaARSNIYGAZ2Y (K
KSEB Ltd and Government forms an integral part-stmecturing of

KSEB along with cleadin dzLJ 2F Y{ 9. [AYAGSRQA&

of the duty collected ie., Rs.1946 crore stands converted into the
increased portion of equity (3498553) so as to ensure that the

increase equity is a result of cash infusion to KSEB Ltd by
Government therebyenabling the Government to participate in the
AYONBIaSR NBUdzNYy 2y Sljdzide Ay ¥Fdzid:

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 R8199 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 2B.%nd
201617 had recognized the equity amount #&s. 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 Cssioni
allows Rs.116.38 crore as the RoE in the ARR oGSBU

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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RoOE of 14% is permissible on this amount of equityie 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 coeened and there is no scope for any
deviation whatsoever. Therefore the arguments of the
Associatiorcannot be acceptedAccordingly the share &RoEfor SBUG

at the rate of 14% is allowed to be included in the ARR. Accordingly
Rs.116.38 crore is in@ad in the ARR.

Aggregate Revenue Requirement for SBU

3.143 The SBWG handles the Generation assets of KSEB Ltd and the cost of

SBUG is passed on to SHMas a transfer cost of internal generation ie.,
the revenue requirement of SBG is the transfer cost of internal
generation to SBUD. The revenue requirement f&sBUG during the
control period as proposed by KSEB Ltd is as shown below:

Table:3.56
ARR of SBG for the control period as proposed by KSEB Ltd
No Item 201819 | 201920 | 202021 | 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 longterm 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 | Returnon Equity 116.38 116.38 116.38 116.38
12 | Tax on RoE 0 0 0 0

Gross Aggregate Revenue
13 , 548.77 594.25 695.0 833.61

Requirement

3.144 As against the proposal of KSEB Ltd, the ARR approved by the

Commission is as shown below:
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Table: 357

ARR of SBG for thecontrol period as approved by the Commission

ltem 201819 201920 202021 2021-22
Rs. Crore Rs. Crore Rs. Crore Rs. Crore
Operation & Maintenance Expenses 124.15 135.04 153.37 172.01
Interest on longterm loans 71.15 82.45 116.32 133.90
Interest on Master Trust Bonds 39.67 37.58 35.50 3341
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 Requiremen 507.24 539.31 623.62 681.03

Non-Tariff Income

3.145 As perthe petition, the nontariff income of SB&G includes income from
sale of scrap, interest on advances made to contractors, interest on staff
loans and advances, Rent from buildings etc. @riogection of NonT ariff
income of SBG for the control period as per the petition is furnished

below:
Table:3.58
Other income and NofTariff Income for SBG

No ltems 201819 201920 202021 202122
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 & tendfarms 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 ofrees 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 audionsultancy 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
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3.146 The Commissiorhas obtained the details of Othéncome & Norariff
Income for 20161L7 and201718. As per the details furnished by KSEB
Ltd in 201617and 201718, the Other income and Nenhariff income

was Rs.22.23 crore and Rs.25.00 crore respectively. The projections of
KSEB Ltd for SB®for the control period is consistent and accordingly
the Commission approves the Ndiariff income and other income as

projected by KSEB Ltd.

Net ARR of SBG
3.147 The netARRof SBUG, for the control period 20189 to 202122 as per

the petition is given below:

Table: 359

Net ARR for SBA as proposed by SEB Ltd

No ltem 201819 201920 202021 202122
Rs.Grore 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 SBG 522.94 560.87 657.72 792.44

3.148 As mentioned in therevious para, the net ARR for SBlapproved for
the control period is as shown below:

Table:3.60
Net ARR for SBQ as approved by the Commission
201819 | 201920 | 202021 | 2021-22
Rs. Crore| Rs. Crore| Rs. Crore| Rs. Crore
Gross Aggregate RevenRequirement 507.24 539.31 623.62 681.03
Less NosT ariff /Other income 25.83 33.38 37.28 41.17
Net ARR 481.41 505.93 586.34 639.86
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4.1

4.2

CHAPTER 4
ARR&ERC OF SBWFOR THE CONTROL PERIOD

KSEBLtd in their petition stated that the functions of the STU as
envisaged in the Electricity Act is entrusted to the Strategic Business Unit
¢ Transmission (SBU). The Second Transfer Scheme entrusts the
responsibility on the STU to develop and execute lormgtelans for
evacuation and supply of power at voltages of and above 33KV, in
consultation and ceprdination with the other SBUs and under the policy
framework developed by KSEB Ltd. At present-SBdJalso carrying out
the functions of State Load Despat€entre, as provided in Pdit of
ScheduleAl of the Second TransferScheme. The $cond transfer
schemerequiresthat all assets of voltage level of 66KV and above is
assigned to SBUransmission. At the same time, SBUs entrusted with

the constructon of 3XkV and above systemA profileSBUT as on 313-
2018 is given below:

Table: 4.1
Transmission System (as on32018)

No ltem Unit Quantity

1 | 400 kV Lines Cktkm 855.96*
2 | 220 kV Lines Cktkm 2855.98
3 | 110 kV Lines Cktkm 4528.08
4 | 66 kVLines Cktkm 2154.63
5 | 33KV lines Cktkm 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

KSER.td stated that the SBUT handles the transmission assets of KSEB
Ltd and manageshe bulk transmission of power within the State for
supply to SBUD. SBW as an independent business uaitd itscost of
which is recovered from SBD) as transfer cost as intgate
transmission chargedn ther petition, KSEB Ltd stated th&eparate
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ARR for SLDC is not prepal@dKSEB Ltd expects to submit separate

ARR for SLDC at the time of mid term revie\201920.

Table: 4.2
Summary of the ARR&ERC claimed by-5BU
Item 201819 | 201920 | 202021 | 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
the ARR is explained.

Capitalinvestment plan for SBLI

In the following sections, analysis and decision of each of the items of

4.4

KSEB Ltdalongwith the petition for approval of ARR, ERC and Tariff
LISGAGAZY S KIFa |ftaz2 FAESR OG0KS W/
Transmission and Distribution, and the assets put in use in each of the
above Strategic Business Units, for consideration whilgr@apng 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 Annexwil¥®, the capital expenditure for SBU is
provisionally approved as given belo

LJIA
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Table: 4.3
Assetadditionplan provisionally approved for the control period for SBU

Sl 201819 | 201920 | 202021 | 2021-22 | Total
No | Particulars (Rs.Cr) | (Rs.Cr) | (Rs.Cr) | (Rs.Cr) | (Rs.Cr)
Ongoing & new works with capital
1 | cost less than RE).00 Cr 499.60| 312.80 20.00 0.00 832.40
New capital works with capital cost
2 | 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
GFA excluding consumer
7 | contribution & grants 511.60| 1057.11| 1038.18| 515.21| 3122.10

O&M expenses

4.5

The Operation & Maintenance Expenses of SBi$ allowed on a
normative manner as per the provisions of the Regulations for the
control period. The O&M expenses of SBlisrecoveredon the basis of

the no. of bays and circuit length in the system. Normative O&M
expensesfor each bay and kilometre length of lines are fixed per
AnnexureVIll of thélariff Regulations, 2018hetotal 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 adbays and line length in ckim for 66KV
and above for the control period considering the capital additions
planned for these years. Accordinglhe O&M expense for each year

in the Control Period is proposed as shown below:

Table: 4.4
O&M norms forSBUT proposed by KSEB Ltd for the control period

Iltem

201819

201920

202021

202122

Remarks

O&M cost for Bay (Rs lakh/Bay|

10.71

11.23

11.77

12.34

Norm

O&M cost (Rs lakh/circuit km)

0.93

0.98

1.03

1.08

Norm

Bays (No.) (for Previous year)

2564

2682

2914

3007

Projected

Line (CkiKm)(for previous year)

9529.589

9823.195

10670.15

11130.965

Projected

g | W N

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 provisionsf the Regulations, KSEB Ltd has to file separately

4.7

4.8

4.9

the ARR&ERC for the SLDC and in case separate account®tare
available, as peRegulation66 (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.
KSEB Ltd in their petition has stated that earnest efforts are being taken
to segregate the accounts of SBland SLDC. However, the segregation
has not been finalized. However, as part of these effortsBK3écould
arrive at a provisional segregation of O&M expenses and GFA of SLDC as
per the methodologystated herein, based rowhich, 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:

1 Main LD station at Kalamassery and Sub LD at

Thiruvananhapuram

1 SCADA Sub division, Kalamassery and Thiruvananthapuram
TNMS, Kalamassery
1 Office of Chief Engineer, TransmissignSystem Operation,

Kalamassery.

=4

For segregationand for assessing the O&M expenses of SLDC, the
expenditure details corresponding tdhe above offices are extracted
from SARAS software. Thewnership of the land rests with
Transmission Circle, Kalamassery. Total amount capitalised under
SCADA and IT system (under SCAD¥\gradation project) in the books

of accounts of SLDC duringetfinancial year is Rs. 9.55 Cr. Value of
assets capitalised excluding relay equipmenR&6.30 Cr for the FY
2017-18.

For projecting the expected normal increase in expenditure for the
subsequent years, an escalation of 10% is taken. In the caspafse
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 foe respective year

as per the Capital Investment Plan for SLDC given in the ARR petition.
Based on this, segregation of accounts of SlsDébnsidered andhe

O&M expenses of SLDC projected by KSEB Ltd for the control period are
given below.

Table: 4.5
O&M expenses of SLpjected by KSEB Ltd
201819 201920 202021 2021-22
Rs. Crore Rs. crore Rs.Qore Rs. crore
O&M expenses 17.35 19.22 21.28 23.55

4.10

Further, the net O&M expenses of SHUor the control periods arrived

atafter deducting the O&M expenses of the SLDC as shown below:

Table: 4.6
Net O&M Expenses of SHUrojected by KSEB Ltd
Item 201819 201920 202021 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.td in their petition stated thait had suffered badly during the

Monsoon floodsf 2018. Thelbod 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 firancial loss for SBU for rectification works is assessed as

Rs.29.77 Crore as shown below:

Table: 4.7
Estimated loss due to floods for SBls 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 th#élhe damages that occurred in the

OGNy yavYAaarzy &aSO02N RdzS G2 yI {dzNT f
al 2Sd2NBSQ S@Syild FyR GUKS FTRRAGAZ2YI €
SBUT for restoring normalcy may be allowed as one time expense of
SBUT for 201819 over and above that incurred for normal operations

at the time of truing up of accounts for the year 2018.

KSEBR_td also mentioned the provision for pay revision expensel

bea part of the O&M expensesfor SBUT, though the samas not

claimed n the petition. An estimate ahe pay revision expenses of SBU

T and SLDC are submitted below.

4.13

Table: 4.8
Pay revision expenses of SBprojected by KSEB Ltd
Busw.\ess Employge 201819 201920 202021 2021-22
Unit cost ratio
Rs. crore Rs. crore Rs.Crore Rs. Crore
SBUT 11.32% 20.63 29.78 32.18 34.71

Objections of the Stakeholders

4.14 The HTEHT Association stated that the actual growth rate of no. bays
and circuit km for the last 7 yeais 1.24% and 0.94% respectively,
whereas KSEB Ltd has projected the growth ratearound 5%.
Accordingly, the Association has projected the O&M expefmeSBUT
at a lower level of about Rs.36.81 crore in 2dBand Rs.101.10 crore
in 202122.

Provisions of the Regulations

068.0Operation and maintenance expengdhe transmission
business/licensee shall be allowed to recover operation and maintenance
expenses as per the norms specified in AnneXiligo these Regulations

for each financial year of the Control Period:

Proviced 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 checkidemsg 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 thenmual 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-
() C2NJ GKS LJzN1J32aS 2F RSNAGAY3I y2NX¥IGAODS
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, powertransformers, capacitors and transfer
breaker and the feeders emanating from the bus at-st#tion of the
transmission business/licensee.
[ C2NJ GKS LJzN1}2 &S 2F RSNAQGAY3I y2NXI(GAODS
the length in circuit kilometres, of theainsmission lines at voltages of and
above 66 kV.

AnnexureVIl|
O&M normsfor the transmission business of KSEB Limiad transmission licensee

Control period

201819 | 201920 | 202021 | 202122
O&M cost for Bay (Rs.lakh/Bay) 10.71 11.23 11.77 12.34
O&M cost per Circuit km (Rs.lakh/circui
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 lengthakt km for the previous year, i.e., the
O&M expenses for FY 2018 shall be allowed by multiplying the O&M
norms for FY 20189 with the actual number of bays and transmission line
length in ckt km for FY 20418.0

Analysis and decision of the Commission

4.15 Asper the provisions of Regulation 58, the O&M expenses applicable for
the SBUT 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 @rthe O&M cost based on the
norms are as shown below:
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Table:4.9

O&M expenses for SBUapproved for control period

Item 201819 | 201920 | 202021 | 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 (CktKm)(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 SBUT 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 & SLDf@roposed by KSEB Ltd
Item 201819 201920 202021 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: Clawack depreciation -

Net depreciation allowable 172.32 199.58 257.03 344.70

4.17 The netdepreciationbased 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.

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, theis a
difference in figureof the estimation of KSEB Ltd and the Asston,
whichis on account of the GFA used for the estimations
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Provisions in the Regulations

4.19 Regulation27 provides for estimation of depreciation. The same has
been quoted in chapter 3

Analysis and decision of the Commission

4.20 The Commissionhas examiad the details furnished by KSEB Ltd. In
their petition, KSEB Ltd has takesaverage rate of depreciation as on
201516 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 Ltdsltansidered depreciatiomates 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 frahe estimation of depreciation.
Since the average value laihd 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 212-2018 is as shown below:

Table:4.11

Revisedepreciationasestimated by KSEB Ltd

Revised as per letter
dated 2112-2018

As per petition

Year SBUT KSEB Ltd SBUT KSEB Ltd
Rs. Crorel Rs. Crore| Rs. Crore| Rs. Crore

201819 172.32 404.30 204.97 555.67
201920 199.58 468.58 280.27 673.27
202021 257.03 588.60 405.64 890.33
202122 344.70 694.53 420.37 964.19

4.22 The Table above reveals thahet depreciation has been increased
substantially in the revised submission$hough 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 aproved 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 SBfor the control period
201819 2019-20 202021 | 202122
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 ¢ 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 chaptett® depreciation for
SBUT estimated by the Commission is as shown below:

Table:4.13
Depreciation approved fo8BUT the control period
SBUT
Year Total Depreciation| % share of GFA of SBUn | Depreciatiorfor
of KSEB Ltd total GFA eligible for SBUT
depreciation
Rs. Crore (%) Rs.crore
2017-18* 319.25 42.8% 136.48
201819 348.84 42.0% 146.41
201920 408.32 42.5% 173.47
202021 518.81 43.0% 222.92
202122 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 petitionof KSEB Ltdthe 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 oncapital liabilities for SBU and SLD@roposed by KSEB Ltd
No Item 201819 | 201920 | 202021 | 202122
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: Consumeontribution & 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 20149 and @10% thereafter.

4.27 KSER.tdin their petition has estimated thenterest charges estimated
based on interest ratat 9.5% for the first yeaof the control period and
10% for rest of the control period.

Comments of the Stakeholders

4.28 TheAssociation stated that in the past KSEB Ltd had made significantly
lower capitaladditions than the projections made for the control period.
The HTEHT Associ@in 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 thedksson,
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the interest on normative loan will be Rs.239.41 crore in 2098nd
Rs.449.56 crore in 20222.

In their reply tothe objections of the Association, KSEB Ltd stated that
unlike in the past dedicated teams were assigned with specific
responsibities for carrying outensuingcapital additions. Hence the
past level of performance may not lagealistic yardstick to measure the
proposed capital additions.

4.29

Analysis and decision of the Commission

4.30 The Commission has sought clarifications on tharegion of normative
loans vide letter dated 141-2018. KSEB Ltd has furnished the reply
vide letter dated 712-2018 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 lodmsished by KSEB Ltd
No Item SBU G SBUT SBU D Total
Rs. crore| Rs. crore| Rs.Qore | Rs.Qore
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 1.04.2018 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 nhormative loans for the control
period ie., as on -#-2018 based on the asset additions for the year
201617 and 201718 as per the accounts. Howery the Commission
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while truing up the accounts for 20146/ could not approve the asset
additions for want of details. Though the details were called for, KSEB
Ltdis yet to furnish the details as directed.

4.32 As mentioned in Chapter 3, as per the truing up of accounts for-2016
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 assadlitions for 201617 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 2018 and 201718. Further, KSEB
Ltd, aspart of adoption of accounting standards as per Indé&Sised
the GFA figures for the previous thrgearsfrom 201617 thereby assets
which are put into use, but not capitalised and remain under the head
W/ | LIA G € g2 NJ AY LINE 3 NB & & QFA. KI R
Correspondingly, the opening level of normative loan for SBWas
Rs.785.66 crore as or4t2016.

4.33 As noted, the Commission could not approve the entire capital additions
for 201617 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 ltidprderto facilitate the estimation of
the normative loan for the control perdh a provisional asset addition is
to be considered. Hence the Commissiafter due deliberationhas
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 additignroposedas perbooks ofaccouns
is considered, as truing up is not completgt. However, this shall not
be construed as approval for the asset additibmsthese yearsand the
present consideration is purelgn providonal 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 ReviewBased on these details if any, the
Commission shall falise the approve asset additions for 26016 and
201718. Accordingly the asset additions considered for the year 2016
17 and 201718 is as shown below:
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Table:4.16

Provisionally approved assets additions for 2Q%6and 201718

SBUG SBUT SBUD KSERtd

Rs.crore | Rs.crore | Rs.crore Rs.crore
Asset Additions 20147 313.56 236.07 516.82 1,066.45
Asset Additions 20118 183.15 499.47 707.95 1,390.57
Addition to Contributions and Grants 2016 23.67 23.34 599.93 646.94
Addition to Contributions ancrants 201618 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 162.17 478.78 176.17 817 12
Grants-201718

4.34 As shown above, the asset additions excluding grants and contributions
of KSEB Ltfbr the year 201617 was Rs.419.51 crore and that of 2017
18 is Rs.817.12 crore, as against the net asset additioKSEB Ltd
annual accountsf Rs838.98 crore for 20147. In the case of SBU the

net Asset additions would be Rs.212.73 crore and Rs.478.78 crore
respectively.
Basedon the above, the value of provisional normative loan as &k 1
2018 is arrived at 2 2742.46 crore and Rs.1045.23 créoe SBUT as
shown below:

4.35

4.36 As shown above, the opening level of

Table:4.17
Provisional normative loan as or12018

SBUT KSEB Ltd

Rs.crore | Rs.crore

1 Opening levels of normative Loan (as om2016) 785.66| 2,604.12

2 Provisional Asset Addition Excluding grants for 2046 212.73| 419.51

3 Repayment for the year 20167 (Depreciation) 147.71| 369.87
4=2-3 | Net Addition to Normative loan 20167 65.02 49.64
5=1+4 | Opening level of normative loans {4-2017) 850.68| 2,653.77
6 Addition to normative loan 20118 478.78| 817.12

7 Repayment fo2017-18 (Depreciation) 136.48| 319.25
8=6-7 | Net Addition to Normative loan 20178 342.29| 497.87
9=5+8 | Opening levels of Normative Loan (as om2018) 1,192.98| 3,151.64

Rs.1192.98 crore.

normative loan for-FB88
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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 it
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 loaportfolio for SBUT based on the allocation of

existing loans for the year 20418 as per the clarification dated172-
2018 Based on the details furnished by KSERHhddveighted average
interest rate is estimated as shown below:

Table:4.18
Details ofthe loan portfolio for SBU for 201718 as furnished by KSEB Ltd

NAME OF THE Net loan- D/rAe?vS;Is Re Leetsli;ent Net loan Average Interest VZ\e/Iegrgteed
FINANCIAL Opening | =1 (Sg’ dﬁrin Closing Ioang Weightage| 7>~ ratec‘ff
INSTITUTION | (01/04/17) 9 9 | (31/03/18) .
the Year| the year interest
Rs.crore | Rs.crore| Rs.crore Rs.crore | Rs.crore| Rs.crore Rs.crore %

(A) SECURED
LOANS
Loan fromL I C 1.17 - 0.58 0.58 0.87 0.00 0.07 0.00%
REC Loan
‘Kattakkadag 128.99 - 14.33 114.65| 121.82 0.08 13.95 0.96%
t Q02RS {§
REC Loan -TRAN 67.56 4.33 1.38 7051  69.04 0.05 7.48 0.52%
Group |
REC Loan: Varloy 10 96 - 8.84 212| 654 0.00 0.97 0.07%
Schemes
REC SpecialLoan | 56453 2916 .| 39369| 379.11 026 3619  250%
Assistance
PFC Special Loan 364.53| 37.65 ; 402.18| 383.35 0.26 36.26 2.51%
Assistance
TOTAL 937.74| 7114 25.13 983.74| 960.74 0.66 94.91 6.56%
(B) Unsecured
Loan
Union Bank of India
(UBI) Short Term 117.08 117.08 -
Loan
Ef;: Short Term 145.81 -| 14581 7201 0.05 1.47 0.10%
ff;r:] Short Term 145.81| 291.62 218.72 218.72| 182.27 0.13 16.53 1.14%
Vijaya Bank Short 58.32| 116.65 174.97 -| 2916 0.02 4.23 0.29%
term loan
Canara Bank Short 145.81 145.81 )
Term Loan
South Incian Bank 58.32| 87.49| 14581 | 2016 0.02 392 027%
Short Term Loan
Bank of India (BOI)\ 115 5y| 397.34 452.04 58.30| 85.65 0.06 7.30 0.50%
Short Term Loan
Andhra Bank Short) 17, 97| g7.49 262.46 -| 8749 0.06 5.56 0.38%
Term Loan
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-EBi$

per the details furnished by KSEB Ltd for the year 2@Li5 9.25%. In
the petition, KSEB Ltd had proposed interest rate of 9.5% for the year
201819 and a higher rate of 10% fdre rest of the control period.

Analysis and decision of the Commission

4.39

4.40

441

The Commission has examined the proposal of KSEB lisda fectthat
there isan increasing in thenterest rate in the recent past as the repo
rate has been started increasingafter a period ofabout three years.
Hence there is a case of higher rate of interest in future, though the
same is not certain.

The Commission has also examined the interest rate of existing loans. As
per the details furnished by KSEB Ltd the openiugllef loans for KSEB
Ltd as a whole as on42017 is Rs.6423.73 crore and closing loans is
Rs.6479.35 crore with an average rate of interest for the entire l@hns
9.47%. Of the total loan balance, about 73% of the Id&wve interest
ratesbelow 9.8B8% and 27% of the loans hawgerest ratesmore 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.

Hence, even if there is an increasethe rate of interest for the future
loans, the average rate of interest may not increaaestantially
considering the portfolio of loans. Hence, the Commisk&sdecided

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 2087
furnished by KSEB Ltd. Accordinglye Commission has decided to
provide arate of interest for SBU is 9.25%.

Asset adlition 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 SBUIis worked outas followsfor the control
period.
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Table: 4.19
Normative loan and interest chargapprovedfor the control period

SBUT 201819 201920 | 202021 | 2021-22
Rs. crore | Rs. crore | Rs. crore| Rs. crore
Openingevel of Normative loan (as of 1st 1,192.98| 1,558.17| 2,441.81| 3,257.06
April)
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 therear (Depreciation) 146.41 173.47 222.92 261.09
Closing provisional Normative loan (as3irst 1,558.17| 2,441.81| 3,257.06| 3,511.18
March)
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
SBUT is Rs.127.28 crore for 2018 and Rs.33.12 crore for 202122.

Interest on security deposits:

4.44 KSEB Lthasnot claimed any interest on security deposit as SBtlbes

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 artieng
three SBUs dsed onthe ratio of employees. The interest on GPF for
SBUT furnished by KSEB Ltdéproduced in the Table Below:

Table: 4.20
Interest on provident fund for SBUproposed by KSEB Ltd

Employee cost
SBU ratio (201718) 201819 201920 202021 2021-22
Rs.Core Rs. Crore| Rs. crore| Rs. crore
SBUT 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-32018 and KSEB Ltd has assurRsdl50
crore per year net additions to GPF balangigh interest chargesat

8.4%per annumof interest.
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4.47

As per the details furnished, the average interest rate for GPF for the
year 201718 was 7.38%. The interest rate applicable for the GPF
accumulatons for JulySept quarter of 20149 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%. Aicayly,

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 SBH as shown below:

Table: 4.21
Interest charges for GPF applicable for SBU
201819 | 201920 | 202021 | 202122
Interest Charges for KSEB Ltd (Rs. Cro| 182.59 194.59 | 206.59 218.59
SBU T (Rs. Crore) 11.32% | 20.67 22.03 23.39 24.74

Interest onMaster Trust bonds

4.48

Interest on theMaster Trust is apportioned based on the employee cost
ratio for SBUT. In addition, the additional contribution to master trust is
also included based on the actuarial valuation. Thus the total interest
charges orMaster Trust claimed in the petition is as shown below:

Table: 4.22
Interest on Master Trust Bonds for SBls per petition
SBU Employge Item 201819 201920 202021 202122
cost ratio
Rs.crore Rs.crore Rs.crore Rs.crore

SBUT 11.32 % | Existingoond 87.56 82.95 78.34 73.73

Additional

contribution to 42.20 42.20 42.20 42.20

Master Trust
Total 129.76 125.15 120.54 115.93

4.49 As per the transfer scheme notified by the Government of Kerala and as
interest on the bonds issued to Master Trust is
included in the ARR. KSEB Ltd has accordingly claimed interest on bond

per the Regulations,

value of Rs.8144 crore having maturity &f years at the rate of 10% on
the consideration that the Master Trust was operational from-2017.
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4.50

451

4.52

The interest rate allowable for the same is Rs.773.63 crore for the year
201819. (onsidering the repayment each year, the interest charges for
the existng bonds for 20120 is Rs.732.96 crore, for 2020 Rs.692.64
crore and that of 20222 is Rs.651.52 crore. The share of SBor the
interest charges on existing bonds based on the employee cost ratio
used by KSEB Ltd is Rs.73.73 crore for-2221

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 liabiaty per the actuarial
valuation According to KSEB Ltd, actuarauation as on 38-2017 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 periodfrom 1-11-2013 to 313-2017 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 croreswdaimed. The share

of SBUT is also accordingly apportioned based on employee cost ratio.

Aspart of the clarifications, KSEB Ltd has also furnished the copies of the
actuarial valuation reports. In the letter dated-28-2018, KSEB Ltd has
furnished some details on the actuarial valuation. KSEB Ltd claimed that
the valuation done as on 33-2017 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 20167. Theaudited
accounts for the year 20167 was adopted on-81-2018. The actuarial
valuation done as on 33-2018 resulted in further increase in liability to
the extent of Rs.1584.87 crore, which was incorporated in the annual
accounts.

Asper the detailsfurnished by KSEB Ltd, the actuarial liability of gratuity
and leave encashment is applicable for all employees including the staff
recruited after 211-2013 though the pension liability of such employees
are not covered in the valuation. The details angblanations 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

453 The Commissionhas 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 411-2013 is to be examined by the Conssion
especially since the current Regulation norms have been derived taking
into account the employee strength at 2009 levels as per APTEL
orders.Accordingly, as detailed tthapter 3, the Commission has arrived

at the conclusion that present opetran of the Trustis not as envisaged

in the scheme. Therefore,the Commission is of theonsideredview

that thereis aneedfor 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
Emp.

Funding as per Initial Scheme Rat:::) 201819 | 201920 | 202021 | 202122
Rs. crore| Rs. Crorg Rs. Crorg Rs. Crore
SBU G 5.13 39.67 37.58 35.50 33.41
SBUT 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 IrEarE([)). 201819 | 201920 | 202021 | 2021-22
SBU G 5.13% 10.26 10.26 10.26 10.26
SBUT 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 201819 | 201920 | 202021 | 202122

to Master Trust

SBU G -- 49.93 47.84 45.76 43.67
SBUT - 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 showrmabove the contributionto the Master for SBU 1B Rs. 110.20
crore for 201819 and Rs.96.37 crore in 2022

Interest on working capital

4.55

4.56

In petition, KSEB LtHas claimednormative working capital for SBU

and SLDC as per Regulation 3this include one monthof O&M cost,

cost of maintenance spared 1% historical cost and receivables for one
month less security deposit held, if any.

The interest ratefor 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 computdlde Interest on Working Capital at a rate of
10.70% (8.70% as on-412018 + 2%)per annum The parameters
adopted for computabn of Interest on Working capital for the control
period 201819 to 202122 as per the petition are given below:

Table: 4.24
Parameters for Working Capitaroposed by KSEB Ltd
ltem | 201819 | 201920 | 202021 | 202122
SBUT
Opening GFA (Rs.C| 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.C| 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 perthe petition, the Interest on Working Capital projected for the
control period forSBUT and SLDC are given in the tables below:
Table:4.25
Interest on Working capitgdroposed by KSEB Ltd
No ltem 201819 | 201920 202021 202122
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 norm 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
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Table: 4.26
Interest on Working capital for SLpfposed by KSEB Ltd

No Item 201819 | 201920 | 202021 | 2021-22
Rs.crore | Rs. crore| Rs. Crore Rs.Qore
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 | InterestRate (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

4.59

The Association has stated that the petitioner has not arrived at the
working capital requirement correctly in the case géneration and
transmission. According to the Association, net current assets forGcBU
and SBUI for the year 20186 and 20167 and 201718 as per the
accounts is negative. The components of the balance sheet such as
borrowing for working capital and ber 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 enity with negative working capital requirements. Hence interest
on working capital shall not be allowed to SBland SBAT.

In thiscontext, KSEB Ltd in their reply stated that the working capital is
regulated as per Regulation 32. As per the Regulatiomking 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 basiKSEB Ltd hasaained interest on working
capital of Rs.17.24 crore for SBUand Rs.0.35 crore for SLDC for the
year 201819at a rate of 10.7%. The Association has stated that in actual
terms, there is negative working capital and hence interest on working
capital shalhot be allowed to KSEB Ltd.
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4.61 TheCommissiorhascarefully considered the differing views of the KSEB
Ltd andthe Association.Regulation 32(2) permits the calculation of
interest on working capital considering the working capital requirements
estimatedon a normativebasis Hence, the Commissiaoesnot accept
the objections of the Association.

4.62

As per the Regulatior82(2), interest on working capital is allowed

normatively at a rate equal to two p&ent higher than the base rate as
on the first day of the financial year in which petition is filed.

Accordingly base rate as onr412018 is applicable.

Base rate is the

MCLR of State bank of India applicable for the first day of April of the
respective finacial 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%.
out as shown below:

Based on the above, the interest on working capital is worked

Table:4.27
Interest on working apital approved for the control period
SBUT 201819 | 201920 | 202121 | 202122
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 mont 72.88 81.97 96.87 106.96
Total requirement ofvorking 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 forSRiUthe
control period as per the petition is given below:
Table: 4.28

Summary of Interest & Finance Charggsproved ér SBUT

Total Interest & Finance Charge!

201819 | 201920 | 202021 | 2021-22

ltem 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
273.82 330.07 408.50 457.51
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Contribution to CMDRF

4.64 KSERtd has claimed as part of the ARR of SBlthe 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 28-2018 and pursuant to the prasibns 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 -IBUnder this head is
Rs.3.96 Crores

Objections ofthe Stakeholders

4.65 Somestakeholders have objected to the inclusion of the contribution in
the ARR, whereas the HEHT Association has stated that since the
amount claimed is small, the same can be included.

Analysis and decision of the Commission

4.66 TheCommissiorhas examined the proposal of KSEB Ltd in this regard.
As per the information furnished by KSEB Ltd, Fo# Board and Extra
ordinary GeneraMeeting dated 268-2018 resolved to contribute to the
/| KA ST aDisffessiRelefNrEN® on behafftbe KSEB Ltd an amount
of Rs.35.00 crore in view of the huge destruction caused by natural
calamityin the State of Keralaluring August 2018. The decision was
taken as per Section 181 and applicable provisions of the Companies Act
2013 and subject talause 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 SectifiL 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 oaot be made as a charge on the
O2YLl yeQa SELSyasSa ASods Ay GKS ! ww
the consumers through the tariff.
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Return on Equity

4.68 KSEB Ltd in their petition has proposdw ROEfor SBUT (including
SLDC) at rate of 14&mounting toRs. 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 RQ#oposed by KSEB Ltd
Iltem 201819 201920 202021 202122
Rs.Qore Rs. Crore Rs. Crore Rs. crore
SBUT 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 TheAssociatiorhas pointed out that in the Order dated 418-2015 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 Associasteted 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 Inthisregard KSEB Ltd has pointed out that Regulation 34(b) that equity
of the Government of Kerala as p¢he 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 perRegulation 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 tlHeansfer Scheme is to be considered
for providing return on equity.
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Analysis anddecision 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 Regulationsvere finalised by the Commission after following the
due process such gwevious 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 thisrao
scope for any deviation what so ever. Therefore the arguments of the
Associationthat there is lower amount of equitygannot be accepted.
As perthe provisions of the Regulation @3), the Commissiomdmitted
the amount of equity as per the provas of the Transfer Scheme and
RoE of 14% ialso allowedon this amount of equity. Accordingly the
share of profit for SB at the rate of 14% is allowed to be included in
the ARR. The Commission therefore apprové®s.119.99 croréo be
included in he ARR.

Table:4.30
RoE approved for SBUfor the control period
SBU Shar.e of v (.)f RoE
Equity Equity
Rs.crore | Rs.crore| Rs.crore
SBUT 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, thdotal Aggregate Revenue Requirement of SBU
and SLD@roposedfor the control period 20189 to 202122 is given

below:
Table: 4.31
ARR of SBU and SLDC projected by KSEB Ltd for the control period

No Item 201819 | 201920 | 202021 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 ltem 201819 | 201920 | 202021 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
Adjustment of 0 0 0 0

7 Controllable/uncontrollable factors

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
Aggregate Revenue Requirement

13 (10+11+12) 979.93| 1143.49| 1436.08 1683.48

474 Basedonthd 2 YY A & a A 2 YiféarlieR SQiandfittdsychapter
the approved ARRr SBUT is asshown below:

Table: 4.32
Approved Gross ARR for the control perfod SBUT
Item 201819 | 201920 202021 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 controllableincontrollable 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
AggregateRevenue Requirement 903.45| 1,020.99 1,204.29 1,329.88

Non-Tariff Income
4.75 The nontariff income of SBYI 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-Nanff income
of SBUT for the control period is given below.
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Table: 4.33
Other Income

No Other Income 201819 | 201920 | 202021 | 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 dbuildings 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 oninvestments, FD and call deposits
and bank balances 1.75 0.05 0.05 0.05
9 | Interest on advances to suppliers/contractor: 0.33 0.05 0.05 0.05
10 Income from hire charges from contractors
and others 0.01 0 0 0
11 Income frqm_ fibre optic cables/eaxialcables
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

201617 and 201718. As per the details furnished by KSEB Ltd, the non
tariff income for SBO was Rs.35.46 crore and Rs.28.06 crore
respectively for 20147 and 201718. Based on thesaletails,
Commission accepts thgrojection of KSEB Ltd for the control period
since the same ideing reasonable Thus,the nontariff income is
approvedas proposed by KSEB Ltd.

Net ARR of SBU and SLDC

4.77

Basedonthe above, the net ARR of SBUand SLDOif the control
period claimed by KSEB Ltd in the petition is as shown below, which is
proposed to berecovered as transfer cost of intsiate transmission
from SBUD.
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Table: 4.34
Net ARR of SBUproposed by KSEB Ltd

No Item 201819 201920 | 202021 | 2021-22
Rs. Crore | Rs. Crore | Rs.crore| Rs. Crore

1 Aggregate Revenue Requiremer 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 Accey --

4 Less: Income from Other Busine - - -- --

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 SHU
201819 | 201920 | 202021 | 202122
Rs. Crorel Rs.crore | Rs.crore | Rs.crore
Gross Aggregate Revenue Requireme 903.45 1,020.99 1,204.29 1,329.88
Less NofsTariff /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) furnisheapportionment 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:

066.Aggregate revenue requirement of the State LoRdspatch Centre(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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(i) interest on workig capital,

(iif) 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 approwes 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.

4.81 As per Regulation 66(1), the components of ARR of atéxpecified.
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™R& 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
STUD is to be apportioned towards ARR of SLDC for one year. As per
the proposal of KSEB Litte ARR of SLDC is on an average 1.68% of the
Net ARR of SBUfor the control period as a whole, as shown below:

Table: 4.36
ARR of SLDC projected by KSEB Ltd
201819 201920 202021 | 202122
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 averagf2d for theyear 201819 as shown
above. Accordingly, as per Regulation 66(2) the Commission also assigns
1.88% of the net ARR of SBlas the ARR of SLDC for the first lWSEB
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Ltd shall furnish the ARR of SLDC as per the provisions of Regulations
during the mid term review fothe approval of the Commission.

Table: 4.37
ARR of SLDC
201819 Percentage
Rs. Crore
ARR of SLDC 16.44 1.88%
ARR of SBU 858.16 98.12%
ARR of SBU & SLDC 874.60 100%

Norms for Operation during the control period
Transmission SysterAvailability :

4.83 As per the Regulation, the ARR of the SBId 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
from201819 to 202122

4.84 KSEB Ltd also stated that many of the transmission faciies badly
damaged and out of service for several weeks during the monsoon
period of 2018 and thalhas severely affected the performance norms of
SBUT. Hence it was requested that the performance norms for the year
201819 may be relaxed in view of the aboverce majeure event.
Further, KSEB Ltd also claimed relaxation on availability norms during
aKdziR2gy ¢2NJa OF NNASR 2dzi0 |G GKS
2 hwY{ Q®

Analysis and decision of the Commission

4.85 The Commission notes that the recent floods haae 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 auability is specified in thé&egulations 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 pieegulations, relaxations are also
available forforce majeuresvents. Since there are sufficient provisions
available for claiming relaxation for alahility, 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 SBIFOR THE CONTROL PERIOD

Introduction

5.1 SBUD of KSEB Ltd is thdeemed distribution licensee and is responsible
for distribution of about 97% of the electricity in the State. Brief profile
of the of SBLD is given below:

Table: 5.1
Profile of SBWD
Particulars As on 313-2018
Area Sq.km. 38863 km
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 K 62835
LT lines (Ckt. Kms) 286784
Energy sales in MU 20881
Total consumption(itMU) 21259
Per capita consumption (units) 609
Consumption per consumer (units) 1701

5.2 A comparisonof 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 200203 | 201718 | Growth (%)
Consumers Nos 6947803| 12276321 7%
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 CktKm 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 Ltth 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 otbaditions etc.,
The historical sales details from 2012 to 201718 furnished by KSEB
Ltd is as shown below:

Table: 5.3
Category wise Energy sales from 2dP1to 201718
Category 201112 201213 201314 201415 201516 201617 201718 | 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 Thefollowing table shows the growth in number of consumers in
previous years

Table: 5.4
Growth in number of consumers from 2012 to 201718
Category F¥12 F¥13 FY14 F¥15 F¥16 F¥17 F¥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 consumptionin the State for the year 201¥8 is as shown

below:
Table: 5.5
Total consumption of electricity in 20118
KSEBL | Open access
Category Sales 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 2@87was 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 energgchemes 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 rationalemsed
KSEB Ltd for the projections for different categories is explained below:

1 d&For 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. $eae201213
was a drought yegb year CAGR cannot be applied foojection.
Further, the factors contributing to reduction in consumption
(saturation, LED DSM impact, solar penetration etc) are applicable to
last three yearshenceCAGR of 3 years seems to be appropriate for the
domestic categoryAn allowance of 0.Z& reduction is allowed for
savings due to DSM activities.

1 The6 year CAGR is used for energy sales projection of LT Commercial, LT
Agriculture and Public lighting category.

91 As for Industrial category, the consumption shows a small negative
growth in CAGRor last 6 years and year over year change from 2017
18 is negative. Hence 1 % growth is considered for the projection.
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5.7

5.8

1 Impact of Solar installations by consumers in future years is not
considered for projection because of difficulty in predicting #mees

1 In the case of HT & EHT categoaityjs not possible to predict the
guantum 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. Henanergy salesncluding 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.

1 The 6 year CAGR is used for energy sales projection ofdttrik,
Commercial & General combined and HT Agriculture category. HT
domestic is relatively a new category formed in 2054and CAGR is on
the higher side. Hence a growth of 5 % growth is considered.

1 In the case of EHT categories, 3 year CAGR is fak&HT 66 KV, 110
KV and EHT nendustrial category because of -oategorisation of
categories during 2023 and 201314. In the case of EHT 220 KV,
being a captive generator, there is a wide variation in their
consumption; hence projection based onithgevious trends cannot be
relied.

1 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 Commissionin the case of these licensees, 6 year CAGR ie.,
4.33% is taken for energy sales projection

The energy sales for the year 2018 was estimatedy KSEB Ltoased

on the actual consumption till September 2018, new service
connections proposed during the ensuing years, DSM initiatives taken by
the KSEB Ltdnd 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 beenrectedbased

on experienceto arrive at more realistic projections. For instance, for
the year 201819, the energy demand for the first half of the financial
year showed a considerable reduction owing to the heavy monsoon and
consequent floods.

Based orthe above, the energy sales projected for the control period is
as shown below:
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5.9

Table: 5.6
Energy sales projected by KSEB Ltd for the control period

Control period
Category 201718 | 201819 | 201920 | 202021 | 2021-22
(MU) (MU) (MU) (MU) (MU)
LT IDomestic 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 VliBtreet Lights 373.48 380.84 404.36 420.75 437.81
LT Il 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 Il General 761.64 797.91 864.87 918.70 975.88
HTIIl 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 1 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 11l 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

The overall growth rate in energy sales to consunwittin Kerala for

the first year of the control period ie., 204E® is projected at 2.35% and
6.10% for the next year. The lower sales oigir201819 is due to
reducedconsumption on account of flogdetc., in 2018.9. Howeverin
the next year ie.20120, the growth rate is 6.10%, follang the
compounded annual grow rate.

Comments of the stakeholders

5.10 The HTEHT 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 basisvould better reflect the fair picture of consumption
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pattern. In the case of HEHT 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
variancewith the growth pattern and the sales forecast used by KSEB

Ltd. The Associat2z Yy Qa LINE 2 S O dble elow: NS a K2 gy
Table: 5.7
Energy sales projections of H#HT Association
Category FY FY FY FY
201819 | 201920 | 202021 | 202122
(ML) (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
LTIl 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 | 2137.66| 2256.07| 2359.10 2466.84
HT Il 797.91 845.68| 896.31 949.97
HTII 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 | 355.56 369.22| 375.75 382.38
EHT Il 748.67 762.37 776.32 790.53
EHT Il 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
EHTTotal 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 yeat (2) 21647.29| 22511.78| 23365.01| 24254.93
Growth over previous year (%) 1.83% 3.99% 3.79% 3.81%
Differencein sales as projected by 0.00 457.89| 592.25 736.51
the Objector and Petitioner (£2)

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 the year is an abnormal one. According to KSEB Ltd,
201617 was a drought year and hence 201§ growth rate was low due
to reasons such asehandSde Management (DSMneasures. Hence
using such yearfor base figure to forecast future trendss not
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reaonable KSEB Ltd statetiat the objector has deliberately taken a
lower growth during the past 10 years and such projections cannot be
accepted.

Provisions in the Regulations

a 7 Nbales forecastg(l) 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 numbercafsumers 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 elecity to the consumers with such
Y2RAFAOIGA2Yy & a RSSYSR | LILINPLINRI (0S¢

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.efor 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 consners, 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 yeamduld
reasonablyreflect the short termfuture growth. Further an allowance
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5.13

5.14

5.15

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 previoysars.

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, Commercaneral and HT
agriculture, 6 year CAGR is used. Ind¢hee of EHT category, 3 year
CAGR was used for 66kV and 110 kV industrial and EHT general as there
was recategorizatiomf categories in the past. For bulk supply also 6
year CAGR was used.

It is also mentioned that th@npact of solar installationsybconsumers
has not taken into consideration and future projection of energy sales to
embedded open accessonsumersis inclusive of energy wheeled by
these consumersas there is no definite proposals for open access
procurement in the future.

The Commmsion 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
salesand consumer mix for the year 2018 is as shown bew:

Table: 5.8
Share of sales and no. of consumers in 2087

Category 201718

No.
Sales (MU) % share | consumers| % share
LT | 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 Il 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 201718

No.
Sales (MU) % share | consumers| % share
HT Il General 761.64 4% 1321| 0.011%
HTIHI 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 |1 66kV Industrial 247.34 1% 15| 0.000%
EHT 11110kV industrial 631.13 3% 20| 0.000%
EHT 11l 220kV Industrie 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%
Bulksupply to licensee 608.77 3% 11| 0.000%
Total 20,880.71 100%| 12276175| 100.0%

5.16 As shown above, in 20118, 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 projectminKSEB Ltdn the
number of consumers. The details are given below:

Table : 5.9
Projections of no. of consumers for the control period by KSEB Ltd
6 year %
Category CAGR| . | 201819 | 201920 | 202021 | 202122
in %
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
LTIl 3 199 205 211 217
Sub Total 12605069 12950633 13307634/ 13676563
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6 year
Category CAGR ta(ll/(()an 201819 201920 202021 202122
in %
HT & EHT Category

HT lindustrial 8.52 8.52 2342 2542 2758 2993
HT Il Non Industrial Nor
Commercial 32.97 6.45 1406 1497 1593 1696
HTII-Agriculture 1.46 1.46 61 62 63 64
HT I¥ 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 d¢hhe number of
consumers, KSEB Ltd in their letter dated272018, has furnished the
method of estimation of number of consumers as shaove. KSEB

Ltd has used a reasonable level of increase incde of HT and EHT
consumers and 6 year CAGR for other LT consumers for projecting the
number of consumers, which is reasonable.
furnished by KSEB Ltd, the Commission has also examined the
projections on consumption per consumer peregr for various
categories of the consumers. The details are given below:

Table: 5.10
Consumption per consumer for the control period

Based on the details

Control period

CAGR for

201718 201819 201920 202021 202122 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 Il 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

CAGR for

201718 201819 201920 202021 2021-22 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 Il Non Ind/comm 5,76,563 5,67,504 5,77,735 576,711 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%
HTV 1,49,700 1,49,612 1,55,755 1,58,991 1,61,062 2.5%
EHT 66/110/220 2,50,39,024| 3,09,64,390| 3,22,67,805 3,21,70,952| 3,28,58,571 2.0%
KV/General

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 conpetiod. In the
case of HT industriaategory, there is a reduction in consumption per
consumerby 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 CAG F{or. the control
period (%)
LT | 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 Il Colonies 1.67%
LT IX Adv. Hoardings 3.83%
LT Total 4.80%
HT I Industrial 5.27%
HT Il General 6.94%
HTIII Agricultural 3.55%
HT IV Commercial 6.94%
HT V Domestic 5.70%
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Category CAG F{or. the control
period (%)
EHT |1 66kV Industrial 2.45%
EHT Il 110kV industrial 2.58%
EHT Il 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 projeciogveals that the
same isreasonable and based ahe recent trend. However, some of
the limitations in the sales growtlre requiredto be highlighted

5.22 KSEB Ltd has not considered the impact of penetration of solar energy
installations during the control perigavhich maynegativelyimpact the
proposd rate of growth. Further, according to KSEB Ltenergy
projections of HT and EHT consumers is inclusive of energy consumed
through open access, which does not gaviue picture of the energy
sales of KSEB Ltd. KSEB Ltd shmritpile 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 informaticat presentabout these
parameters, the Comresion has not made any adjustmenits 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 SBDfor the control period

5.23 In their petition for approval of ARR, ERC and Tariff petittBEB Ltd
has also filed thd NP LJ2 & SR W/ | LIA ( Infall theyfrge§ 8 (0 Y Sy
SBUs. They have also submitted detailshefassetdo be put in use in
each of the above Strategic Business Unitsefitiimaing the interest on
capital liabilities, depreciation and O&M expenses of the SBUs.total
Gross Fixed Asset Addition proposed during the MYT period is Rs
15113.08 crore.
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5.24 TheCommissiorhas conducted a preliminary examination of the details
submittedby 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 revalued assets. It means that, the GFA addition proposed in the
four year control period is about 82% of thetdab 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 Generatiofiyansmission and Distribution Units,
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 through public consultation process,

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 exgukt¢d 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 prowviag the interest on loan, depreciation

and O&M expenses as part of approving the ARR.

Its further details are

given under Annexurk + 2F GKA A 2NRSN) a4 Wb2i{¢
LI | yQO®
Table: 5.12
Asset Addition plan provisionally approved for tlatol period for SBLD
Particulars 201819 | 201920 | 202021 | 202122 | Total

Normal woksDhyuthi 2021 302.23| 651.67| 567.98 393.37| 1915.25

: S 5.00 20.00 20.00 5.00| 50.00
Continued Electrification

307.23| 671.67| 587.98 398.37| 1965.25

Sub total
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 201819 | 201920 | 202021 202122 Total
Safety 18.00 19.50 20.00 18.50 76.00

Total assets additionconsidered for| 1768 70 122217|  811.69|  880.75| 4683.31
approving O&Mcost

707.24 197.59 904.82
Grants forRAPDRP, IPDS etc

199.7 201. 203.71 205.74 10.84
Estimated & other funded works 99.70 01.69 03 05 810.8

906.94 399.28 203.71 205.74| 1715.66
Sub total

Net Gross Fixed Assets (excluding
consumer contribution and grants)

for approving depreciation and 861.76| 82290 607.98|  675.01| 2967.65
Interest and Finance charges

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 difowed the lalance 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 publicconsultation process and prudence check. The GFA so
approved shall only be considerethile 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. KSHBd has consistently been reducing the
Transmission and Distribution losses of its system. Also the technical
losses is including transformation loss afdRllosseswhich cannot be
completely eliminated. Theommercial dsses 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, prologed disputes, inadequate revenue
collection etc.  According to KSEB Ltd, the major share of distribution
lossis inLT distribution network.
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5.29 In order to reduce this loss, networkiprovements such as augmenting
the transmission and distribution ird#structure, 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 accountof the above activities during the period between 260

and 201718, the T&D loss of KSE® has beerreduced 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 yaas is

practicable. Furtheanysignificant reduction in T&D loss requires higher
capital investments The schemegroposed under Transgrid 2.0 and
Dyuthi 2021 projectsvould results in reduction in losghichis expected
from 201920 onwards. Hence KSHEHB hasproposeda target T&D loss
reduction of 0.25% in 20189 and 0.89% annually thereafter.

Table: 5.13
T&D loss proposed by KSEB Ltd during the control period
No Particulars F¥19 F¥20 F¥21 F¥22
1 | T&D loss reduction estimated 0.25% 0.4% 0.4% 0.4%
2 | T&Dloss 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 hadto furnish the voltage level losses.
In this regard, KSEB Ltd has stated in the petition as follows:
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furnish the same before thElonourableCommission once-RPDRP
works were completed. However, the loss report obtained frem R
APDRP scheme does not provide realistic values as all taiarp
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 KSt#8lplanned 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 ARDRP
towns. The network of IT infrastructureeated for Energy Audit and

2F RA &GN O dzi

148






