BEFORE THE KERALA STATE ELECTRICITY REGULATORY COMMISSION
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:  
Truing up of Cost and Revenue of the Kerala State 

Electricity Board (KSEB) for the year 2010-2011

Petitioner           
: 
Kerala State Electricity Board, Vydyuthi 

Bhavanam ,   Pattom, Thiruvananthapuram - 4

THE PETITIONER HUMBLY STATES THAT:

1. Introduction

1.1 Kerala State Electricity Board (KSEB) had filed the petition for approval of ARR & ERC for the year 2010-11 before the Hon’ble Commission on 24th December 2009.  In the ARR&ERC, KSEB had estimated the Aggregate Revenue Requirement (ARR) as Rs 7503.98 crore, Expected Revenue from Charges (ERC) as Rs 5284.38 crore and the revenue gap was Rs 2219.60 crore for the year 2010-11. As against the KSEB proposal, Hon’ble  Commission vide the order dated 17th May 2010 had  approved the ARR as  Rs 5931.85 crore,  ERC as Rs 5474.38 crore and revenue gap as Rs 457.47 crore.

1.2 While approving the ARR&ERC for the year 2010-11, Hon’ble Commission had disallowed many expense components including cost of generation, cost of power purchase, interest and finance charges, employee cost, Administration and General expenses, section 3(1) duty, Repair & Maintenance Expenses, Return on Equity etc. Aggrieved by the order of the Hon’ble Commission, KSEB had filed an appeal petition before the Hon’ble Appellate Tribunal for Electricity (APTEL), New Delhi and the petition was admitted as Appeal Petition No. 153 of 2010.   Detailed hearing on the petition was held on 28th July-2011. During the hearing, KSEB had submitted that since the financial year 2010-11 is over and the actual expenditure incurred by KSEB on all the disputed items is now available.  KSEB had made all efforts to contain the expenses to the possible extent as directed by the Hon’ble Commission. KSEB had also submitted before the Hon’ble Tribunal that, many of the issues raised in the appeal are likely to be settled once the Truing Up petition for the year 2010-11 is approved by the Hon’ble Commission.  KSEB requested before the Hon’ble Tribunal for 8 weeks time to file the Truing Up petition.    Accordingly,  KSEB has been filing the Truing Up petition for the year 2010-11 before the Hon’ble Commission for kind consideration and approval. The next hearing on the matter is scheduled on 2nd December-2011.

1.3 KSEB vide its full Board meeting held on 29-09-2011 has provisionally approved and initially adopted the accounts for the year 2010-11 and submitted the same before the Comptroller & Auditor General (C&AG)  for auditing and certifying the accounts based on the prevailing accounting policies and rules. This petition is prepared based on the provisional accounts adopted by the Board. However, as soon as C&AG complete the auditing process, KSEB shall submit the C&AG audited accounts before the Hon’ble Commission for scrutiny and approval.   In the event of any material change consequent to audit by the C&AG, Hon’ble Commission may kindly grant permission to file the details separately.

1.4 As per section 172 (a) of the Electricity Act 2003 and as mutually decided by the Government of India and Government of Kerala, KSEB had been continuing as the  Transmission utility and Distribution licensee till 24-09-2008. In exercise of powers conferred under sub-sections (1), (2), (5), (6) and (7) of section 131 of the Electricity Act, 2003, State Government vide the notification G.O (Ms).37/2008/PD dated 25th September, 2008 had vested all functions, properties, interests, rights, obligations and liabilities of KSEB with the State Government till it is re-vested in a corporate entity. Accordingly, KSEB has been continuing all the functions as a Generator, State Transmission Utility and a Distribution Licensee in the State.

1.5 The table given below compares the summary of the provisional Annual statement of Accounts of the Board vis-à-vis the amount projected by the KSEB in the ARR&ERC and the same approved by the Hon’ble Commission.

Table-1

Comparison of ARR for the year 2010-11
	Sl.No
	Particulars
	KSEB proposed in ARR
	SERC Approved
	As per provisional Accounts
	Difference over approval

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	1
	Generation Of Power
	536.58
	263.17
	237.39
	25.78

	2
	Purchase of power
	3824.75
	3439.56
	3721.59
	-282.03

	3
	Interest & Finance Charges
	391.62
	268.29
	280.91
	-12.62

	4
	Depreciation
	532.89
	490.53
	473.43
	17.10

	5
	Employee Cost
	1690.42
	1247.31
	1712.80
	-465.49

	6
	Repairs & Maintenance
	175.32
	161.47
	231.85
	-70.38

	7
	Administration & General Expenses
	171.05
	68.76
	174.56
	-105.80

	8
	Other Expenses 
	11.70
	10.10
	-28.39
	38.49

	9
	Gross Expenditure
	7334.33
	5949.19
	6804.14
	-854.95

	10
	Less : Expenses Capitalized
	94.10
	94.10
	95.84
	-1.74

	11
	Less : Interest Capitalized
	23.24
	23.24
	23.96
	-0.72

	12
	Total Expenditure
	7216.99
	5831.85
	6684.34
	-852.49

	13
	Return on Equity/Statutory Surplus
	286.99
	100.00
	240.71
	-140.71

	14
	ARR (12 + 13)
	7503.98
	5931.85
	6925.05
	-993.20


Table-2

Comparison of revenue for the year 2010-11
	Sl.No
	Particulars
	KSEB proposed in ARR
	SERC Approved
	As per provisional Accounts
	Difference over approval

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	1
	Revenue from energy sale within the State including fuel surcharge
	4867.25
	5057.25
	5058.49
	1.24

	2
	Revenue from non-tariff income
	417.13
	417.13
	442.74
	25.61

	3
	Revenue from sale of power to other States
	0
	0
	140.03
	140.03

	4
	Subsidy received from Government (for exempting domestic consumers with monthly consumption upto 120 units from payment of fuel surcharge)
	0
	0
	54.16
	54.16

	 
	Total
	5284.38
	5474.38
	5695.42
	221.04


Table-3 Comparison of revenue gap

	KSEB proposed in ARR
	SERC Approved
	As per provisional Accounts
	Difference over approval

	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	2219.60
	457.47
	1229.63
	772.16


1.6 The detailed explanation on the variations in the ARR, ERC and Revenue gap over the approved level is explained in the subsequent sections for the kind consideration of the Hon’ble Commission.

2. Energy Consumption 

2.1 In the ARR, KSE Board had estimated the total energy input into the KSEB system as 17821.18 MU, (excluding auxiliary consumption and external losses in PGCIL lines associated with evacuation of power from Central Generating Stations). While approving the ARR, Hon’ble Commission had approved the same as 17461 MU.   But the actual energy input into KSEB system during 2010-11 was 17337.78 MU, i.e, the actual was less by 123.22 MU over the approval.  The details of the energy generation and power purchase approved by the KSERC and the actual are given below.

Table-4

Energy Generation and Power Purchase for the year 2010-11
	Source
	KSEB  proposed in ARR
	SERC Approved
	Provisional Accounts
	Difference over approval

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

	Hydro (excluding aux.consn.)
	6918.40
	7151.00
	7051.43
	-99.57

	Wind 
	3.00
	3.00
	1.51
	-1.49

	BDPP(excluding aux.consn.)
	279.31
	142.00
	91.78
	-50.22

	KDPP(excluding aux.consn.)
	435.83
	221.00
	212.75
	-8.25

	Sub total KSEB own generation
	7636.53
	7517.00
	7357.47
	-159.53

	Power purchase (excluding external losses in the PGCIL lines)
	10184.65
	9944.00
	10110.56
	166.56

	Sale outside the State
	 
	 
	130.24
	130.24

	Total Input into KSEB system
	17821.18
	17461.00
	17337.79
	-123.21


3. Sale of Energy

3.1 In the ARR, KSEB had estimated the annual energy sale as 14830.10 MU and Hon’ble Commission had approved 14667 MU. The actual energy sale within the State during 2010-11 was 14547.90 MU, i.e., the actuals was less by 119.10 MU over the approval. The details are as given below. 

Table-5

Category wise energy sale during the year 2010-11

	Category
	2009-10
	2010-11
	Percentage increase over 2009-10

	
	Actuals
	KSEB  proposed in ARR
	SERC Approved
	Provisional Accounts
	Difference over approval
	

	
	(MU)
	(MU)
	(MU)
	(MU)
	(MU)
	(%)

	LT   Domestic
	6559.00
	7078.00
	7078.00
	6877.83
	-200.17
	4.86

	       Industrial
	1064.00
	1211.00
	1211.00
	1053.45
	-157.55
	-0.99

	      Commercial & Non Domestic
	1793.00
	1886.00
	1886.00
	1951.74
	65.74
	8.85

	       Irrigation
	257.00
	250.00
	250.00
	231.56
	-18.44
	-9.90

	       Public Lighting
	303.00
	325.00
	325.00
	265.68
	-59.32
	-12.32

	       Sub total
	9976.00
	10750.00
	10750.00
	10380.26
	-369.74
	4.05

	HT   Industrial
	1450.00
	1485.00
	1485.00
	1516.01
	31.01
	4.55

	       Non-Industrial
	117.00
	119.10
	119.00
	101.71
	-17.29
	-13.07

	       Commercial & Non Domestic
	693.00
	723.00
	723.00
	756.30
	33.30
	9.13

	       Others ( Irrigation)
	8.00
	10.00
	10.00
	8.00
	-2.00
	0.00

	       Subtotal
	2268.00
	2337.10
	2337.00
	2382.02
	45.02
	5.03

	EHT  66KV
	363.00
	354.00
	354.00
	341.17
	-12.83
	-6.01

	        110 KV
	786.00
	804.00
	804.00
	839.95
	35.95
	6.86

	        Railways
	165.00
	168.00
	168.00
	156.39
	-11.61
	-5.22

	        Subtotal
	1314.00
	1326.00
	1326.00
	1337.51
	11.51
	1.79

	        Bulk Supply
	413.00
	417.00
	417.00
	448.11
	31.11
	8.50

	        Total
	13971.00
	14830.10
	14830.00
	14547.90
	-282.10
	4.13

	Less reduction in sale due to restriction in April and May 2010
	 
	0.00
	163.00
	 
	-163.00
	 

	
	
	
	
	
	
	

	Net Sales
	13971.00
	14830.10
	14667.00
	14547.90
	-119.10
	4.13


3.2 It may be noted that, for the year 2010-11, the energy consumption of all category except commercial and HT-EHT category was less than the same approved in the ARR. It is observed that, as against the sale growth of 12.54% for the year 2009-10, the same during the year 2010-11 was only 4.13%. The retarding growth was mainly due to the following reasons.

(i) Demand side management efforts taken by the Board through following measures.

(a) With the support of the Government about 1.30 crore incandescent bulbs was replaced by CFL.
(b) Consumer awareness program on energy conservation through print and visual media.
(ii) Wide spread monsoon received during the year 2010-11.
(iii) 10% power restriction imposed during the months of April and May-2010.
4. T & D Losses

4.1 In the ARR&ERC, KSEB had targeted to reduce the T&D loss during the year 2010-11 from 17.70% to 16.78%, i.e. a loss reduction target of 0.92% during the year 2010-11. While approving the ARR, Hon’ble Commission had pleased to approve the loss reduction target as 0.92%, i.e., as proposed by KSEB. However, Commission has  proposed to reduce the base T&D loss at the beginning of the year 2010-11 as 16.92%, i.e, the  approved T&D loss for the year 2009-10 as against then revised target of T&D loss  of 17.70%. Thus  as per the order of the Hon’ble Commission, the T&D loss at the end of the year 2010-11 was 16.00 % (16.92-0.92) as against 16.78% (17.70-0.92) proposed by KSEB.

4.2 KSEB vide the petition on Truing Up of accounts of KSEB for the year 2009-10 has submitted that, for the year 2009-10 the actual T&D loss was 17.71% against the approval of 16.92%.

4.3 During the year 2010-11, as against the approved target of 0.92%, KSEB was able to reduce the T&D loss by 1.62%.  The total energy input into the KSEB system, energy sales and T&D loss reduction targets as per the ARR, KSERC order and the actuals are detailed below.

Table-6 Details of T&D loss reduction for the year 2010-11

	Sl No.
	Particulars
	Unit
	Proposed in the KSEB ARR
	KSERC Approval
	As per Provisional Accounts

	(1)
	Net Generation and Power Purchase at KSEB periphery (excl. PGCIL  
	(MU)
	17821.00
	17461.00
	17337.80

	(2)
	Energy sales within the State
	(MU)
	14830.00
	14667.00
	14547.90

	(3)
	T&D Losses (3)- (4)
	(MU)
	2991.00
	2794.00
	2789.90

	(4)
	T&D Loss as percentage of total energy input
	(%)
	16.78
	16.00
	16.09

	(5)
	Loss reduction target approved/ achieved
	(%)
	0.92%
	0.92%
	1.62%


4.4 As detailed above, as against the loss reduction target of 0.92%, KSEB could achieve a reduction of 1.62% for the year 2010-11. This is a remarkable achievement made by the Board by the following efforts.

(i) Faulty meter replacement:  KSEB had replaced 10.21 lakhs faulty meters during the year 2009-10 and 7.10 lakhs faulty meters during the year 2010-11 with good quality meters.

(ii) Reduction in peak demand and energy consumption through DSM activities:

· About 1.30 crore incandescent bulbs was replaced by Compact Fluorescent Lamps. This has reduced the peak demand considerably. A comparison of the monthly peak demand during the year 2010-11 is given below.

	Month
	Peak Demand (MW)

	
	2009-10
	2010-11
	% of increase

	Apr
	2799.00
	2837.0
	1.36

	May
	2852.00
	2930.0
	2.73

	Jun
	2836.00
	2830.0
	-0.21

	Jul
	2727.00
	2675.0
	-1.91

	Aug
	2775.00
	2730.0
	-1.62

	Sep
	2809.00
	2789.0
	-0.71

	Oct
	2867.00
	2812.0
	-1.92

	Nov
	2911.00
	2832.0
	-2.71

	Dec
	2868.00
	2930.0
	2.16

	Jan
	2884.00
	2918.0
	1.18

	Feb
	2920.00
	2960.0
	1.37

	Mar
	2998.00
	3119.0
	4.04

	Max
	2998.00
	3119.00
	 


· Consumer awareness program through print and visual media.

(iii) KSEB has added 3398 km of 11 kV lines and 7837 km of LT lines during the year 2009-10. Further, KSEB has added 3644 km of 11 kV lines and 6978.69km of LT lines during the year 2010-11. 

4.5 Hon’ble Commissions may kindly note that, KSEB has been continuously reducing the T&D loss since the year 2001-02 and the details are  given below. 

Table-7

 Achievement of T&D loss reduction from 2001-02 to 2010-11

	Year
	T&D Loss within KSEB system (%)
	Extent of reduction (%)

	
	
	Yearly
	Cumulative

	2001-02
	30.76
	 
	 

	2002-03
	29.08
	1.68
	1.68

	2003-04
	27.44
	1.64
	3.32

	2004-05
	24.95
	2.49
	5.81

	2005-06
	22.96
	1.99
	7.80

	2006-07
	21.47
	1.49
	9.29

	2007-08
	20.02
	1.45
	10.74

	2008-09
	18.83
	1.19
	11.93



	2009-10
	17.71
	1.12
	13.05

	2010-11


	16.09
	1.62
	14.67


4.6  As detailed above, KSEB was able to reduce the total T&D loss in the KSEB system including transmission system to the level of 16.09%. The approximate loss in the KSEB transmission system is about 5% only. Thus the losses in the Distribution system, as a percentage of the total energy input is works out to 13.02% for the year 2010-11, which is one of the lowest among the distribution utilities in the country.

4.7 Consistent T&D loss reduction was one of the major achievements of the Board. It may be noted that, since 2001-02 Board could achieve a cumulative loss reduction of 14.67% from the level of 30.76% in 2001-02 to 16.09% in 2010-11. By reducing the T&D loss by 14.67% over the last ten years, KSEB was able to achieve a savings in Generation and Power purchase by 3673.03 MU during the year 2010-11 alone.  At an average purchase rate of Rs 3.50 per unit, this has resulted in reducing the Generation and Power purchase cost by Rs 1285.56 crore. The details are given below.

Table-8. Savings in cost of Generation and Power purchase due to T&D loss reduction

	Year
	T&D Loss within KSEB system
	Extent of reduction (%)
	Total  Energy sales within the State
	Savings in Generation & Power Purchase
	Savings in Power purchase cost)*

	
	
	Yearly
	Cumulative 
	
	
	

	
	 (%)
	 (%)
	 (%)
	(MU)
	(MU)
	(Rs.Cr)

	2001-02
	30.76
	 
	 
	8667.32
	 
	 

	2002-03
	29.08
	1.68
	1.68
	8873.30
	303.58
	106.25

	2003-04
	27.44
	1.64
	3.32
	8910.84
	588.85
	206.10

	2004-05
	24.95
	2.49
	5.81
	9384.40
	1049.24
	367.23

	2005-06
	22.96
	1.99
	7.80
	10269.80
	1501.70
	525.60

	2006-07
	21.47
	1.49
	9.29
	11331.00
	1935.94
	677.58

	2007-08
	20.02
	1.45
	10.74
	12049.85
	2336.94
	817.93

	2008-09
	18.83
	1.19
	11.93
	12414.32
	2635.18
	922.31

	2009-10
	17.71
	1.12
	13.05
	13971.09
	3199.90
	1119.97

	2010-11
	16.09
	1.62
	14.67
	14547.90
	3673.03
	1285.56


4.8 Hon’ble Commission may kindly note that, as detailed above, KSEB saved 3673.03 MU under Generation and Power Purchase during the year 2010-11 by way of reducing the T&D loss by 14.67% since the year 2001-02. In other words, had the loss in the KSEB system remained at 30.76% as the loss during the year 2001-02, KSEB would have to procure an additional quantum of 3673.33 MU during the year 2010-11. which would have resulted into an additional cost of purchase to the tune of Rs 1285.56 crore at an average purchase rate of Rs 3.50 per unit. KSEB has been continuing its efforts to reduce the T&D loss further and has been passing on the entire savings to the consumers. 
5. Cost for internal Generation 

 (a).   Hydro Generation.

5.1 In the ARR, KSEB has estimated the hydro generation for the year 2010-11 as 6953 MU expecting normal monsoon. However, while approving the ARR during May-2010, Hon’ble Commission had re-estimated the hydel generation as 7187 MU. However, the actual hydel generation was 7096 MU, i.e. 91MU less than the same approved by the Hon’ble Commission. The month wise details of hydel generation for the year 2010-11 are given below.

Table-9.  Month wise details of Hydel Generation for the year 2010-11

	Month
	KSERC order
	Actuals
	Difference

	
	(MU)
	(MU)
	(MU)

	Apr-10
	711
	584
	-128

	May-10
	731
	576
	-155

	Jun-10
	511
	555
	43

	Jul-10
	570
	594
	23

	Aug-10
	587
	601
	13

	Sep-10
	613
	542
	-70

	Oct-10
	595
	575
	-20

	Nov-10
	561
	499
	-62

	Dec-10
	549
	559
	11

	Jan-11
	587
	620
	33

	Feb-11
	556
	604
	48

	Mar-11
	614
	788
	174

	Total
	7187
	7096
	-91


After accounting the auxiliary consumption, the net hydel generation to the KSEB system was 7051MU during the year 2010-11.

(b) KSEB Thermal Plants

5.2 For the year 2010-11, KSEB had proposed a net generation of 279.31 MU from BDPP at an average variable cost of Rs 7.21 per unit and 435.83 MU from KDPP at an average variable cost of Rs 7.37 per unit. Accordingly, the total fuel cost proposed for generation from BDPP and KDPP for the year 2010-11 was Rs 536.58 crore.  However, the Hon’ble Commission had approved only 142 MU from BDPP at a variable cost of Rs 7.10 per unit and 221 MU from KDPP @7.07 per unit. As against the approval, the actual generation from BDPP was 91.78 MU (net) at a variable cost of Rs 7.37 per unit and 212.95 MU (net) from KDPP at a variable cost of Rs 7.86 per unit.  The month wise details of generation from KDPP and BDPP for the year 2010-11 are given below.

Table-10. Month wise details of energy generation from BDPP and KDPP

	Month
	BDPP
	KDPP

	
	Approved
	Actuals
	Excess over approval
	Approved
	Actuals
	Excess over approval

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

	Apr-10
	22.14
	21.77
	-0.37
	26.68
	34.20
	7.52

	May-10
	18.57
	18.20
	-0.37
	37.67
	35.34
	-2.33

	Jun-10
	7.02
	6.86
	-0.16
	11.43
	13.89
	2.46

	Jul-10
	3.68
	3.54
	-0.14
	9.63
	8.88
	-0.75

	Aug-10
	4.10
	3.97
	-0.14
	10.84
	10.13
	-0.71

	Sep-10
	3.89
	3.76
	-0.13
	10.13
	9.39
	-0.74

	Oct-10
	10.30
	10.10
	-0.21
	15.11
	21.45
	6.34

	Nov-10
	5.85
	0.00
	-5.85
	12.87
	20.44
	7.57

	Dec-10
	14.14
	0.00
	-14.14
	15.11
	14.21
	-0.90

	Jan-11
	14.38
	3.18
	-11.21
	15.11
	13.56
	-1.55

	Feb-11
	14.63
	7.96
	-6.67
	20.48
	11.32
	-9.16

	Mar-11
	22.67
	12.45
	-10.22
	36.27
	20.18
	-16.09

	Total
	141.37
	91.78
	-49.59
	221.33
	212.98
	-8.35


5.3 As detailed above, the actual generation from BDPP and KDPP plants were much less than the approved level. KSEB has replaced the costly energy from these stations by procuring energy through traders/ energy exchange at most competitive rates.  The summary of the generation and the cost from BDPP and KDPP for the year 2010-11 is given below.

Table-11.  Summary of the generation and cost from BDPP & KDPP for the year 2010-11

	Month
	KSERC Approval
	Actual
	Difference

	
	Quantity
	Rate
	Amount
	Quantity
	Rate
	Amount
	Quantity
	Amount

	
	(MU)
	(Rs/kWh)
	(Rs.Cr)
	(MU)
	(Rs/kWh)
	(Rs.Cr)
	(MU)
	(Rs.Cr)

	BDPP
	141.4
	7.10
	103.09
	91.78
	7.37
	67.64
	-49.59
	-35.45

	KDPP
	221.3
	7.07
	160.08
	212.98
	7.97
	169.75
	-8.35
	9.67

	Total
	362.7
	 
	263.17
	315.35
	 
	237.39
	-57.94
	-25.78


5.4 Hon’ble Commission may kindly note that, the actual generation from BDPP and KDPP together was less by 57.94 MU and the cost incurred was Rs 25.78 crore less than the approved level. This has achieved by procuring energy to the possible extent from traders/ short-term market at competitive rates much less than the variable cost of BDPP and KDPP. The details of the power purchased through traders are given separately.

6 Power Purchase for the year 2010-11

(a) Power purchase from Central Generating Stations (CGS)

6.1 In the ARR, KSEB had estimated the energy availability from CGS as 8196.78 MU at a total cost (fixed cost, variable cost, incentives etc as) of Rs 1754.77crore.  While approving the ARR, Hon’ble Commission had revised the energy availability from CGS as   8491.00 MU at a cost of Rs.1743.53 crore. However the commissioning of the new Central Stations including Kudamkulam Nuclear Power plant, NLC- Expansion Stage-II, Simhadri STPP  etc was could not start the  commercial operation as per the schedule. The details of the energy scheduled and its cost from CGS as per the provisional accounts are detailed below.

Table-12. Energy Scheduled form CGS during 2010-11

	CGS
	KSERC Approval
	Accruals
	Difference

	
	Quantity (MU)
	Amount (Rs. Cr)
	Quantity (MU)
	Amount (Rs. Cr)
	Quantity (MU)
	Amount (Rs. Cr)

	 Thalcher - II
	2997.00
	501.22
	3082.59
	718.61
	85.59
	217.39

	ER
	 
	 
	2.96
	0.79
	2.96
	0.79

	 NLC-II - Stage-1
	372.00
	68.12
	412.61
	71.96
	40.61
	3.84

	 NTPC- RSTPS (including new)
	2217.00
	446.17
	2380.01
	479.64
	163.01
	33.47

	 NLCII - Stage II
	532.00
	84.15
	594.19
	105.13
	62.19
	20.98

	 NLC – Exp
	372.00
	80.08
	382.42
	160.97
	10.42
	80.89

	 MAPS
	124.00
	25.29
	98.55
	19.45
	-25.45
	-5.84

	Kaiga
	225.00
	73.07
	291.97
	88.91
	66.97
	15.84

	Kaiga- Stage-II
	207.00
	67.22
	 
	 
	-207.00
	-67.22

	NLC- Exp- stage-II
	442.00
	95.24
	 
	 
	-442.00
	-95.24

	Kudamkulam
	916.00
	283.74
	 
	 
	-916.00
	-283.74

	Simhadry Exp
	88.00
	19.24
	 
	 
	-88.00
	-19.24

	 Sub total
	8492.00
	1743.54
	7245.30
	1645.45
	-1246.70
	-98.09

	UI(net)
	 
	 
	796.30
	121.36
	796.30
	121.36

	Total
	8492.00
	1743.54
	8041.60
	1766.81
	-450.40
	23.27


6.2 As detailed above, there was a reduction of 1246.70 MU on availability of power from CGS.  The reduction in availability from CGS was met to a certain extent by availing 796.30 MU as net UI at an average variable cost of Rs 1.52 per unit.  

(b) Power Purchase from IPPs

(i) RGCCPP- Kayamkulam

6.3 In order to meet the anticipated energy demand and also considering the compulsion on KSEB to schedule power from RGCCPP to get  the equal allocation of RGCCPP from Talcher-II coal based plant to pool with RGCCPP power, KSEB had proposed to schedule 1010.69 MU from RGCCPP at an average variable cost Rs 7.34 per unit for the year 2010-11. Hon’ble Commission had also approved the same quantity and allowed Rs 841.01 crore for procuring the same.  However, the actual schedule from RGCCPP- Kayamkulam during the year 2010-11 was 1008.23MU at a total cost of Rs 870.24 crore. The month wise details of the energy scheduled from RGCCPP- Kayamkulam plant is given as  Table-15 below.

Table-13. Month wise details of the actual generation from RGCCPP- Kayamkulam

	Month
	Energy purchased
	Fixed cost
	Variable cost
	Total cost

	
	
	
	Total
	per unit
	

	
	(MU)
	(Rs.Cr)
	(Rs.Cr)
	(Rs/kWh)
	(Rs.Cr)

	Apr-10
	101.46
	7.78
	75.14
	7.41
	82.93

	May-10
	103.61
	7.78
	77.79
	7.51
	85.57

	Jun-10
	95.54
	7.78
	67.11
	7.02
	74.89

	Jul-10
	56.76
	7.78
	39.09
	6.89
	46.87

	Aug-10
	56.89
	7.78
	39.06
	6.87
	46.84

	Sep-10
	54.00
	7.78
	37.36
	6.92
	45.14

	Oct-10
	56.42
	7.78
	40.17
	7.12
	47.95

	Nov-10
	116.69
	7.78
	87.82
	7.53
	95.60

	Dec-10
	106.09
	7.78
	84.11
	7.93
	91.89

	Jan-11
	109.04
	7.78
	91.77
	8.42
	99.55

	Feb-11
	52.13
	7.78
	45.22
	8.68
	53.01

	Mar-11
	99.59
	7.78
	92.22
	9.26
	100.00

	Total
	1008.23
	93.37
	776.86
	7.71
	870.23


(ii) BSES power
6.4 While projecting the  ARR for the year 2010-11, KSEB had proposed to schedule 922.03 MU  from BSES plant at a  total variable cost 660.17 crore @ Rs 7.16 per unit. However, while approving the ARR, Hon’ble Commission had approved only 468.00 MU. However, the actual power procurement was 223.30 MU at an average variable cost of Rs 8.50 per unit.  The month wise details of power procurement from BSES during the year 2010-11 are given below.
Table-14. Month wise details of energy schedule from BSES for the year 2010-11

	Month
	Energy purchased
	Fixed cost
	Variable cost
	Total cost

	
	
	
	Total
	per unit
	

	
	(MU)
	(Rs.Cr)
	(Rs.Cr)
	(Rs/kWh)
	(Rs.Cr)

	Apr-10
	76.73
	7.31
	59.90
	7.81
	67.21

	May-10
	44.28
	7.31
	35.60
	8.04
	42.91

	Jun-10
	0.00
	7.31
	 
	 
	7.31

	Jul-10
	0.00
	7.31
	 
	 
	7.31

	Aug-10
	0.00
	7.31
	 
	 
	7.31

	Sep-10
	0.00
	7.31
	 
	 
	7.31

	Oct-10
	0.00
	7.31
	 
	 
	7.31

	Nov-10
	0.00
	7.31
	 
	 
	7.31

	Dec-10
	0.00
	7.15
	 
	 
	7.15

	Jan-11
	0.00
	7.15
	 
	 
	7.15

	Feb-11
	22.42
	6.67
	19.00
	8.47
	25.67

	Mar-11
	79.87
	7.15
	75.23
	9.42
	82.38

	Total
	223.30
	86.59
	189.73
	8.50
	276.32


6.5 It may be noted that, considering the exorbitant variable cost, KSEB has not scheduled power from BSES since 20th May-2010 except during the month of February-2011. The reason for scheduling 22 MU from BSES during the month of February-2011 is detailed below.

(i) For replacing the Main Inlet Valve of Kakkad HEP, the Sabarigiri and Kakkad Plant were under total shut down during the period from 7th February-2011 to 11th February-2011. Hence to meet the energy and peak demand, KSEB was forced to schedule 13.1633MU during the said periods from BSES.

(ii)  The availability from CGS (especially Talcher-II and RSTPS) was reduced to the level of 550MW during the period from 20th to 23rd February-2011. The average energy availability from CGS during these days was as low as 13.50MU day. Hence, to meet the internal demand without imposing any power restrictions, KSEB was forced to schedule 9.3821 MU from BSES during the period from 20th to 23rd of February-2011.

6.6 KSEB had scheduled energy from BSES   during the month of March-2011 and sold 66.96 MU to TNEB @ Rs 12.07 per unit (including variable cost plus comfort charge).
(iii) KPCL 

6.7 During the year 2010-11, KSEB had proposed to schedule 135.96 MU from KPCL plant at a variable cost of Rs 7.26 per unit.  While approving the ARR, Hon’ble Commission had approved to procure 69 MU @ Rs 7.26 per unit.  However, due to the excessive variable cost of KPCL power, KSEB had limited the procurement from KPCL as 27.06 MU at an average variable cost of Rs 7.92 per unit.

(iv) Wind
6.8 In the ARR for the year 2010-11, KSEB has proposed to schedule 61 MU from wind projects at an average variable cost of Rs 3.14 per unit; however the actual procurement was 62.88 MU for the year 2010-11.

(v) Ullumkal SHP

6.9 KSEB has anticipated an energy availability of 34MU from Ullumkal for the year 2010-11; however the actual availability was 24.29 MU only.

(vi) MP steel.

6.10 In the ARR, KSEB has projected the energy availability from MP Steel as 40.80 MU; however the actual availability was 34.07 MU only.

(vii) Iruttukkanam SHP

6.11 The Iruttukkanam SHP (3 MW) has started commercial operation during November-2010. KSEB has procured 5.96 MU from Iruttukkanam during the year 2010-11 @ Rs 2.72 per unit (approved as per the PPA).

(viii) Power purchase through traders and power exchange

6.12 KSEB has been taking earnest efforts to procure energy from short-term markets such as UI, Energy Exchanges and through traders with the following objectives:

(i) to meet the shortfall in energy availability on account of the  delay in commissioning of Kudamkulam and NLC-Exp-Stage-II plants.

(ii) to reduce the dependence on costly liquid fuel stations.

(iii) to conserve more water in the KSEB reservoirs for the use of the summer months by way of limiting generation from hydel.

(iv) to avoid load shedding and power cut  etc.

(v) to overall optimization of generation and power purchase and its costs.

6.13 As detailed under Table-14 above, KSEB had procured 796.30 MU  as UI at an average rate of Rs 1.52 per unit. However, there was restriction on availing power as UI when the frequency is below 49.50 Hz. Further CERC has given strict instruction to all the power utilities that UI cannot be treated as a source of power and it can be considered only as a means to impose grid discipline. 

6.14 KSEB had procured 1077.37 MU through traders and energy exchange at an average variable cost of Rs 4.56 per unit during the year 2010-11. The source wise details of energy procured from different traders during the year 2010-11 are given below.

Table-15

Summary of the energy procurement through traders and energy exchanges
	 
	Particulars
	Energy procured  (KSEB periphery) 
	Total Amount
	 Per unit cost

	
	
	(MU)
	(Rs.Cr)
	(Rs/ kWh)

	1
	TATA
	15.97
	6.09
	3.81

	2
	GMRETL
	326.58
	170.78
	5.23

	3
	JSWPTC
	154.13
	76.35
	4.95

	4
	IEX
	205.62
	82.89
	4.03

	5
	PXIL
	191.88
	77.89
	4.06

	6
	RPTCL
	6.48
	4.79
	7.39

	7
	RETL
	23.30
	8.76
	3.76

	8
	BRPL
	7.10
	3.36
	4.73

	9
	RPGPTCL
	30.08
	11.09
	3.69

	10
	TATA HALDIA
	23.15
	9.73
	4.20

	11
	TATA Steel
	28.02
	11.77
	4.20

	12
	Global
	35.69
	13.86
	3.88

	13
	TPTCL HSSKN
	1.74
	0.81
	4.68

	14
	TPTCL VSL
	1.22
	0.57
	4.68

	15
	TPTCL USWL
	1.63
	0.76
	4.68

	16
	APLMUNDRA
	24.79
	11.27
	4.55

	 
	Total
	1077.37
	490.78
	4.56


6.15 The month wise details of energy procured through traders and exchanges are given below.

Table-16. Monthwise details of power purchase through short-term market

	Month
	Quantity
	Amount
	Per unit cost

	
	(MU)
	(Rs. Cr)
	(Rs/ kWh)

	Apr-10
	71.15
	51.59
	7.25

	May-10
	81.04
	56.91
	7.02

	Jun-10
	30.30
	12.75
	4.21

	Jul-10
	41.89
	18.51
	4.42

	Aug-10
	141.59
	63.40
	4.48

	Sep-10
	83.49
	29.19
	3.50

	Oct-10
	167.61
	72.75
	4.34

	Nov-10
	125.56
	46.75
	3.72

	Dec-10
	129.61
	45.20
	3.49

	Jan-11
	65.54
	22.45
	3.43

	Feb-11
	113.33
	53.71
	4.74

	Mar-11
	26.27
	17.56
	6.68

	Total
	1077.37
	490.78
	4.56


(ix) Transmission charges paid to PGCIL

6.16 During the year 2010-11, KSEB had paid Rs 226.12 crore to PGCIL as transmission charges against Rs 253.03 crore approved by the Hon’ble Commission.

(x) Summary of the cost of Generation and Power purchase for the year 2010-11
6.17 The summary of the cost of power purchase approved by Hon’ble Commission and the actuals are as given below.

         Table-17 Summary of the cost of power purchase for the year 2010-11

	Station
	Approved by the Commission
	Actuals
	Difference

	
	Energy purchased at KSEB bus (MU)
	Cost     (Rs in crore)
	Energy purchased at KSEB bus (MU)
	Cost      (Rs in crore)
	Energy purchased at KSEB bus (MU)
	Cost            ( Rs in crore)

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)= (4) - (2)
	(7) = (5)-(3)

	CGS (table-14 above)
	8491
	1743.53
	8041.6
	1762.27
	-449.40
	18.74

	IPPs
	 
	 
	 
	 
	 
	 

	 KPCL
	69
	59.24
	27.06
	29.03
	-41.94
	-30.21

	 BSES
	468
	424.58
	223.3
	276.16
	-244.70
	-148.42

	 Kayamkulam
	1011
	841.01
	1008.23
	903.14
	-2.77
	62.13

	Wind
	61
	19.17
	62.88
	19.74
	1.88
	0.57

	Ullumkal
	34
	6.80
	24.29
	4.86
	-9.71
	-1.94

	MP Steels
	41
	9.55
	38.68
	7.87
	-2.32
	-1.68

	Iruttukkanam
	 
	 
	8.87
	1.61
	8.87
	1.61

	Traders
	165
	82.66
	1077.38
	490.78
	912.38
	408.12

	 Sub total
	1849
	1443.01
	2470.69
	1733.19
	621.69
	290.18

	Transmission Charges
	 
	 
	 
	 
	 
	 

	Eastern Region
	 
	0.05
	 
	0.07
	0.00
	0.02

	Southern Region
	 
	241.70
	 
	201.63
	0.00
	-40.07

	Kayamkulam
	 
	11.28
	 
	24.42
	0.00
	13.14

	 Sub total
	 
	253.03
	 
	226.12
	0.00
	-26.91

	Total
	10340
	3439.57
	10512.29
	3721.58
	172.29
	282.01


6.18 Considering dedicated efforts from the part of the KSEB to optimize the generation, power purchase and cost by scheduling energy from the cheapest sources available including traders and energy exchanges etc, Hon’ble Commission may kindly approve the cost of Generation and Power purchase for the year 2010-11 as detailed above.

7 Interest and finance charges

7.1 While projecting the ARR & ERC for the year 2010-11, KSEB had estimated the interest and finance charges as Rs 391.62 crore, but while approving the ARR, Hon’ble Commission has approved the same as Rs 268.29 crore.  However, as per the provisional accounts, the actual expenses incurred under interest and finance charges were Rs 280.90 crore. The details are given below.

          Table 18
 Summary of the interest and finance charges for the year 2010-11

	Sl.No
	Particulars
	KSEB ARR
	KSERC Order
	Actual

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	I
	Interest on Loans and Bonds during 2010-11
	 
	 
	 

	 
	a) Interest on existing loans as on 31-3-2010
	82.03
	82.03
	120.85

	 
	b) Interest for additional borrowing
	56.05
	34.68
	

	 
	Total interest on capital liabilities
	138.08
	116.71
	120.85

	II
	 Interest on Security Deposit
	64.18
	64.18
	64.74

	III
	Other Interest and Finance Charges
	 
	 
	 

	 
	a) Interest on borrowings for working capital
	95.32
	5.31
	35.78

	 
	b) Discount to consumers for timely payment of Charges 
	14.00
	2.00
	1.57

	 
	c) Interest on PF
	55.59
	55.59
	50.07

	 
	d) Other Interest charges
	0.01
	0.01
	1.10

	 
	e) Cost of raising finance 
	1.00
	1.00
	0.00

	 
	f) Guarantee Commission
	3.49
	3.49
	2.50

	 
	g)Bank Charges
	20.00
	20.00
	4.29

	 
	Total of  III
	189.41
	87.40
	95.31

	 
	Grand Total (I+II+III )
	391.67
	268.29
	280.90


7.2 The summary of the outstanding loans and bonds, loan availed and redeemed during the year and its closing balance are detailed below.

Table-19.Borrowings and repayments during the year 2010-11 (Rs in crore)

	Sl.No
	Item
	Opening Balance
	Borrowing
	Redemption 
	Closing Balance 

	
	
	ARR
	Accounts
	ARR
	Accounts
	ARR
	Accounts
	ARR
	Accounts

	I
	Loans from GOK
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	II
	Existing Bonds
	20.90
	20.90
	0.00
	0.00
	10.45
	10.45
	10.45
	10.45

	III
	Long term loans
	851.09
	926.92
	0.00
	78.53
	447.90
	449.40
	403.19
	556.05

	IV
	Short term loans
	335.00
	461.67
	450.00
	1700.00
	195.00
	1661.67
	590.00
	500.00

	V
	Loans from Financial Institutions (III)+(IV)
	1186.09
	1388.59
	450.00
	1778.53
	642.90
	2111.07
	993.19
	1056.05

	 
	Total (I+II+III)
	1206.99
	1409.49
	450.00
	1778.53
	653.35
	2121.52
	1003.64
	1066.50


7.3 In this matter, the following points may be kindly noted.

(i) As against the proposed capital investment of Rs 995.15 crore, the actual investment during the year 2010-11  was Rs 979.96 crore (i.e, achieved about 98.47% of the total capital investment proposed). This is a remarkable achievement of the Board.

(ii) Despite the remarkable achievement in the capital investment, KSEB was able to reduce the outstanding capital liabilities from Rs 1409.49 crore at the beginning of the FY 2010-11 to Rs 1066.50 crore at the end of the year. 

(iii) KSEB has net the financial resources for meeting the capital investment, loan repayment etc as follows.

(a) An amount of Rs 389.17 crore was available during the year 2010-11 as maturity proceeds of the fixed deposit of Rs 295.00 crore made during the year 2007-08. This was made out of the operating cash surplus during the year 2007-08.

However, Hon’ble Commission is yet to appreciate the total fixed deposit of Rs 1287.00 crore made during the year 2007-08 through its operating surplus. KSEB has made use of this deposit in the subsequent years for meeting the capital liabilities etc. 

(b) KSEB had retained the section-4 electricity duty amounts to Rs 290.12 crore as additional resources and utilized the same for capital resources. Regarding the electricity duty retained by KSEB, the following points may be kindly noted.
· KSEB may be allowed to retain the section-4 electricity duty collected with us till a final settlement of the netting-off dues between the State Government and KSEB is finalized.
· Section-4 duty retained by KSEB cannot be treated as an internal resource without any cost.
· Chief Electrical Inspector as well as C&AG had been demanding interest for the electricity duty retained. However, in the orders on truing up for previous years, Hon’ble Commission has been not allowing the interest claimed by Chief Electrical Inspector.
· Hon’ble Commission may kindly allow interest on the electricity duty retained with KSEB.
(c) In addition to the above, KSEB had utilized all the internal resources including depreciation, return on equity etc for meeting the capital liabilities etc.
(d)  Further, Hon’ble Commission had allowed to collect Rs 190.00 crore as fuel surcharge @ Rs 0.25 per unit during the year 2010-11.

(e) In addition to the above, KSEB has deferred the payment of current liabilities to the extent of Rs 829.83 crore during the year 2010-11 including duties payable to Government. The details of the outstanding capital liabilities as on 31-03-2010 and as on 31-03-2011 are given under schedule-28 of the annual accounts. However, during the previous years, the deferred payment of the current liabilities was less than Rs 400.00 crore including the deferred payment of section-4 duty to the Government. The detail of the deferred payment of current liabilities since the year 2007-08 is given below.

Table-20. Details of the deferred payment from 2007-08 to 2010-11

	Year
	Payment deferred under current liabilities over previous year balance

	
	(Rs. Cr)

	2007-08
	263.86

	2008-09
	334.61

	2009-10
	395.10

	2010-11
	829.83


7.4 Interest on the short term loan during the year 2010-11: 

(i) Considering the possibility for obtaining short-term loans at lower rates compared to the interest rate for long term borrowings, KSEB has been availing short-term loans for meeting the capital liabilities etc. The details of the short-term loans availed for meeting the capital liabilities for the year 2010-11 is given under schedule-32 of the annual accounts. The summary of the same is given below.

Table-21. Details of the short-term loans availed for meting the capital liabilities

	Short term loans
	Loan outstanding at the beginning of the year
	Amount received during year
	Repayment during the year
	Outstanding at the  end of the year

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	REC
	195.00
	0.00
	195.00
	0.00

	SBI
	100.00
	700.00
	500.00
	300.00

	UBI
	100.00
	800.00
	900.00
	0.00

	SBT
	66.67
	0.00
	66.67
	0.00

	Vijaya Bank
	0.00
	200.00
	0.00
	200.00

	Total
	461.67
	1700.00
	1661.67
	500.00


(ii) The interest on the short term loan for the year 2010-11 is given below.

Table-22. Details of the interest on short-term loans for the year 2010-11

	Bank
	Interest for 2010-11

	
	(Rs.Cr)

	SBI
	16.61

	UBI
	14.47

	SBT
	0.22

	Total
	31.30


7.5 Interest on working capital. 

Hon’ble Commission has not approved any major revision of tariff since October-2002. As per the audited accounts for the year 2008-09, the revenue shortfall for that year was Rs 749.17 crore.  Further for the year 2009-10, the revenue gap as per the audited accounts was Rs 1227.50 crore.  For the year 2010-11, Hon’ble Commission had approved the revenue gap as Rs 457.47 crore, but as per the provisional accounts the same has increased to Rs 1229.63 crore. Hon’ble Commission has not allowed any revision of tariff to bridge the revenue gap over these years  , but adjusted the approved revenue gap against the revenue surplus arrived while truing up the accounts for the year 2006-07and 2007-08. However, as per the balance sheet, KSEB do not have surplus during the year 2006-07& 2007-08,  since the operating surplus available has been deployed fully by creating fixed deposit specifically for meeting the capital liabilities in the future years and the same has been utilized in the subsequent years for meeting the purpose envisaged.

7.6 Since the revenue from tariff was not even sufficient to meet the operating expenses, KSEB had been availing overdraft from financial institutions.  The month wise details of OD availed from financial institutions and its interest are detailed below.

Table-23

Details of overdraft availed during the year 2010-11  (Rs in crore)

	Month
	SBT
	Canara bank
	Dhana Lakshmi 
	Allahabad Bank
	IOB
	BOI
	Federal  bank
	Vijaya Bank
	NMGB
	UBI
	SMGB
	Total

	Apr-10
	107.25
	0.74
	38.89
	0.99
	0.02
	0.00
	99.39
	0.00
	0.00
	0.00
	0.00
	247.28

	May-10
	0.36
	196.67
	39.12
	0.41
	0.02
	0.00
	18.03
	0.00
	0.00
	0.00
	0.00
	254.61

	Jun-10
	0.49
	98.62
	2.55
	250.14
	0.02
	0.00
	0.55
	0.00
	0.00
	0.00
	0.00
	352.37

	Jul-10
	120.62
	145.35
	0.33
	50.00
	0.02
	0.00
	99.00
	0.00
	0.00
	0.00
	0.04
	415.36

	Aug-10
	150.89
	84.19
	0.00
	50.00
	0.02
	0.00
	35.51
	0.48
	0.00
	0.00
	0.00
	321.09

	Sep-10
	147.88
	54.99
	0.00
	0.00
	0.02
	0.00
	13.25
	0.00
	0.00
	0.00
	0.00
	216.14

	Oct-10
	139.96
	0.76
	0.00
	0.00
	0.02
	0.00
	0.13
	0.10
	0.00
	0.00
	0.00
	140.97

	Nov-10
	142.95
	62.95
	0.00
	0.00
	0.02
	0.00
	20.53
	22.87
	0.00
	0.00
	0.00
	249.32

	Dec-10
	148.23
	78.07
	0.00
	0.00
	0.02
	0.00
	36.03
	35.32
	0.00
	0.00
	0.00
	297.67

	Jan-11
	72.78
	121.70
	0.00
	0.00
	0.02
	0.00
	33.94
	43.24
	0.00
	0.00
	0.00
	271.68

	Feb-11
	139.07
	297.61
	0.00
	0.00
	0.00
	0.32
	99.53
	88.90
	0.05
	95.66
	0.00
	721.14

	Mar-11
	135.53
	96.01
	0.00
	0.00
	0.00
	0.00
	27.29
	26.31
	0.00
	25.23
	0.00
	310.37


Table-24

Details of the interest on the overdraft availed during the year 2010-11  (Rs in crore)

	Month
	SBT
	Canara bank
	Dhana Lakshmi 
	Allahabad Bank
	IOB
	BOI
	Federal  bank
	Vijaya Bank
	NMGB
	UBI
	SMGB
	Total

	Apr-10
	0.26
	0.74
	0.20
	0.74
	0.00
	0.00
	0.31
	0.00
	0.00
	0.00
	0.00
	2.25

	May-10
	0.37
	1.15
	0.23
	0.00
	0.00
	0.00
	0.58
	0.00
	0.00
	0.00
	0.00
	2.33

	Jun-10
	0.49
	1.04
	0.31
	0.00
	0.00
	0.00
	0.55
	0.00
	0.00
	0.00
	0.06
	2.45

	Jul-10
	0.62
	0.56
	0.02
	1.34
	0.00
	0.00
	0.08
	0.00
	0.00
	0.00
	0.04
	2.66

	Aug-10
	0.89
	1.28
	0.00
	0.61
	0.00
	0.00
	0.64
	0.48
	0.00
	0.00
	0.00
	3.90

	Sep-10
	0.88
	0.90
	0.00
	0.02
	0.00
	0.00
	0.39
	0.00
	0.00
	0.00
	0.00
	2.19

	Oct-10
	0.96
	0.77
	0.00
	0.00
	0.00
	0.00
	0.13
	0.10
	0.00
	0.00
	0.00
	1.96

	Nov-10
	0.95
	0.88
	0.00
	0.00
	0.00
	0.00
	0.53
	0.47
	0.00
	0.00
	0.00
	2.83

	Dec-10
	0.98
	0.79
	0.00
	0.00
	0.00
	0.00
	0.59
	0.46
	0.00
	0.00
	0.00
	2.82

	Jan-11
	0.64
	1.56
	0.00
	0.00
	0.00
	0.00
	0.21
	0.42
	0.00
	0.00
	0.00
	2.83

	Feb-11
	0.99
	1.88
	0.00
	0.00
	0.00
	0.32
	0.59
	0.66
	0.05
	0.58
	0.00
	5.07

	Mar-11
	1.03
	1.86
	0.00
	0.00
	0.00
	0.00
	0.61
	0.37
	0.02
	0.60
	0.00
	4.49

	Total 
	9.06
	13.41
	0.76
	2.71
	0.00
	0.32
	5.21
	2.96
	0.07
	1.18
	0.10
	35.78


7.7 Hon’ble Commission may kindly note that, KSEB had availed the over draft after utilizing all the resources available including additional security deposit etc. The interest on the over draft as detailed above may be kindly be approved.

7.8 Interest on security deposit:

While approving the ARR, Hon’ble Commission had approved the interest on security deposit as Rs 64.18 crore. However, as per the audited accounts the interest on security deposit provided on the outstanding security deposit at the beginning of the year was   Rs 64.73 crore. It is already submitted before the Hon’ble Commission that, KSEB has been maintaining the accounts as per the accrual system. Hon’ble Commissions may kindly approve the interest on security deposit as claimed by KSEB in the provisional accounts. 

7.9 The discount to consumers on advance payment of electricity charges was Rs 1.18 crore. At present KSEB has been allowing a rebate of 4% on electricity charges for advance payment for one year or more and 2% on energy charges for the period 6 months to one year. Since, this is an incentive given to consumers; the actuals as per the accounts may kindly be approved.
7.10 During the year 2010-11, KSEB had sold 66.96 MU outside the State. KSEB has allowed rebate for the prompt payment of electricity charges and accordingly Rs 0.38 crore was allowed as rebate towards prompt payment for the year 2010-11, which may kindly be admitted.
7.11 While preparing the ARR, KSEB has made a provision of Rs 55.59 crore towards interest on PF which was fully approved by the Hon’ble Commission. However, as per the provisional accounts, the actual interest on PF was Rs.50.08 crore, which was less by Rs.5.51 Crore over approval.  It may be noted that, the estimation of PF balance depends on various factors like release of DA, implementation of pay revision, withdrawal of PF by employees etc.  The actuals as per the provisional accounts may kindly be approved.
7.12 Other charges:  KSEB has been reducing the bank charges consistently through negotiations with banks. Guarantee Commission payable to Govt. of Kerala for the year amounted to Rs.2.50 crore against Rs. 3.49 crore approved by the Commission.  Reduction under guarantee commission was mainly due to the call option exercised on loan from KPFC during the year 2009-10. The detailed brake up of the other charges is given below.
Table-25 Other Bank charges for the year 2010-11

	Particulars
	2009-10
	2010-11

	
	(Rs. Cr)
	(Rs. Cr)

	Bank Charges for fund transfer from Head office to field units. Bank commission for collection from consumers and Other bank charges and interest.
	6.56
	5.32

	Service tax recovered by bank
	0.10
	0.07

	Banking cash transaction tax
	0.02
	0.00

	Guarantee commission
	4.02
	2.50

	Total
	10.70
	7.89


Hon’ble Commission may kindly approve the interest and finance charges as per the provisional accounts as detailed above.

8. Depreciation 

8.1 Depreciation is a measure to compensate the wear out, consumption or other loss of value of a depreciable asset arising from use, efflux of time or obsolescence through technology and market changes. Depreciation is allocated so as to charge a proportion of the value of asset through out its useful life. Depreciation is generally a non-cash flow expenditure. However, the utilities are generally utilizing the depreciation for meeting the loan repayment obligations.

8.2 Over the years, there has been major change in the rate of depreciation allowed by the Government/ regulators to the power utilities. Before the enactment of the Electricity Act-2003, the SEB’s has been accounting the depreciation at the rates prescribed by Ministry of Power vide the Gazette dated 29th March-1994.  However, after the enactment of the Electricity Act-2003, section-61 of the Electricity Act-2003 empowers the CERC/ SERC’s to notify the regulations fixing norms for tariff determination including depreciation. CERC had notified the ‘terms and conditions of tariff’ for the tariff period April-2004 to March-2009 and April-2009 to March-2014. Also, as per the paragraph- 5.3(c) of the National Tariff Policy notified by the Central Government during Jan-2006, the depreciation rates notified by CERC may be made applicable to the distribution utilities with appropriate  modification as may be evolved by forum of regulators.

8.3 However, there was no uniform approach on allowing depreciation to the power utilities across the country. As per the information available, the depreciation rates approved by various regulators across the country are given below.

Table-26

Depreciation rates adopted by SERCs across the Country
	Depreciation rates approved by Ministry of Power, GoI , vide Gazette dated

29-3-1994
	As per CERC norms
	Depreciation rates as per the  Tariff regulations notified by SERCs
	Actual depreciation rates for the previous year

	APERC
	BERC
	AERC
	JSERC

	HERC
	GERC
	CSERC(as proposed by utility in FY 08)
	PSERC(as per books of accounts of PSEB)

	OERC(pre1992 norms notified by GOI)
	HPERC
	DERC
	 

	 
	JKERC
	MERC
	 

	 
	KSERC
	RERC
	 

	 
	MPERC
	UERC
	 

	 
	UPERC
	WBSERC
	 

	 
	KERC
	 
	 


8.4 Over the years KSEB had been claiming depreciation as per rates notified by the Ministry of Power, Government of India through the official Gazette and in line with the Electricity (Supply)(Annual Accounts) Rules, 1985 (ESAAR, 1985).  KSEB had been continuing  as State Electricity Board till the Government vested the assets and liabilities of the Board with it vide the notification G.O (Ms) No. 37/2008/PD dated 25th September-2008. Board is still in the transitional stage and Government is yet to re-vest the assets and liabilities into a new company. Also, as per the repeal provisions under 184 (2) (d) of the Electricity Act-2003, KSEB has to adopt the ESSAR-1985, the accounting rules until such rules are rescinded or modified. Accordingly,  KSEB has to claim depreciation in the ‘Annual Statement of Accounts’ at the rates notified by the Ministry of Power, Government of India vide the official Gazette dated 1994 and  the Electricity (Supply)(Annual Accounts) Rules, 1985 (ESAAR, 1985).
8.5 However,  as directed by the Hon’ble Commission,  while submitting the ARR&ERC for the year 2010-11 KSEB had claimed the depreciation at the rates as per the CERC (Terms and Conditions of Tariff) Regulations, 2009. Accordingly, KSEB had claimed Rs 532.90 crore as depreciation for the year 2010-11, but while approving the ARR, Hon’ble Commission had approved the same as Rs 490.54 crore.

8.6 As submitted under paragraph-8.4 above, KSEB has been preparing its accounts as per the Electricity (Supply) (Annual Accounts) Rules, 1985 (ESAAR, 1985). Accordingly in the provisional accounts,  KSEB had claimed depreciation as Rs 473.43 crore  at the rates notified by the Ministry of Power, Government of India vide the official Gazette dated 29.03.1994. The details are given below.

Table-27. Details of depreciation claimed for the year 2010-11

	Sl No
	Asset class
	KSEB ARR
	KSERC approval
	Actuals  as per the prov. accounts
	Difference over approval

	
	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	1
	Land and Rights
	0
	0
	0
	0

	2
	Buildings
	17.51
	17
	15.43
	-1.57

	3
	Hydraulic works
	49.16
	48.19
	23.88
	-24.31

	4
	Other Civil work
	12.65
	11.18
	9.71
	-1.47

	5
	Plant & Machiner
	210.08
	194.19
	183.88
	-10.31

	6
	Lines, Cable networks
	238.29
	215.27
	235.03
	19.76

	7
	Vehicles
	1.52
	1.36
	0.56
	-0.8

	8
	Furniture & fixtures
	0.98
	0.92
	0.68
	-0.24

	9
	Office equipment
	2.7
	2.43
	4.26
	1.83

	 
	Total
	532.9
	490.54
	473.43
	-17.11


Hon’ble Commission may kindly approve the depreciation as claimed by KSEB in the provisional accounts.

9. Employee Cost   

9.1 In the ARR for the year 2010-11, KSEB had estimated the employee cost for the year 2010-11 as Rs 1690.42 crore.  However, while approving the ARR, Hon’ble Commission had approved the employee cost as Rs 1247.31 crore and made a total disallowance of Rs 443.11 crore from the amount proposed by KSEB under the following heads.

(i) Basic pay-  not allowed  by Rs 18.68 crore

(ii) DA not allowed by Rs 52.63 crore

(iii) HRA and project allowance- reduced  by Rs 3.11 crore

(iv) EL surrender not allowed by Rs  27.20 crore

(v) Provision for pay revision-   Rs 114.60 crore, not allowed.

(vi) Pension liabilities reduced by Rs 225.07 crore
(vii) Medical allowances, Bonus etc not allowed by Rs 1.83 crore
However, subsequently Hon’ble Commission has ordered to allow DA to KSEB employees as and when DA is allowed by the Government to its employees. The details in respect of expenses under this head are given in the following paragraphs.

9.2 As per the provisional accounts, the actual employee cost for the year 2010-11 is Rs 1712.80 crore.  The details are given below.

Table-28. Details of employee cost for the year 2010-11

	Sl.No
	Particulars
	2009-10
	2010-11
	Difference over        2009-10

	
	
	
	KSEB ARR
	SERC Approved
	Actuals
	Difference over approval
	

	
	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	1
	Salaries
	387.85
	433.69
	415.01
	406.59
	-8.42
	18.74

	2
	DA
	258.11
	355.59
	302.96
	357.93
	54.97
	99.82

	3
	Provision for Pay revision
	107.15
	114.60
	0.00
	107.15
	107.15
	0.00

	4
	Overtime, other allowances, Bonus.
	32.99
	36.62
	32.63
	33.19
	0.56
	0.20

	5
	Earned Leave encashment
	56.03
	70.00
	42.80
	63.45
	20.65
	7.42

	6
	Medical expenses reimbursement, staff Welfare expenses, payment under works men compensation
	5.08
	6.24
	5.30
	5.29
	-0.01
	0.21

	7
	Terminal benefits (excluding terminal Surrender)
	604.31
	673.68
	448.61
	739.20
	290.59
	134.89

	 
	Grand total
	1451.52
	1690.42
	1247.31
	1712.80
	465.49
	261.28


9.3 As detailed above, the employee cost for the year 2010-11 has been increased by Rs 465.49 crore over the limit approved by the Hon’ble Commission. However, when compared to the actual employee cost  for the year 2009-10, the increase during the year 2010-11 was Rs 261.28 crore only, which is inclusive of Rs 134.89 crore towards  terminal benefits.

9.4 Hon’ble Commission may kindly note that, the increase in the employee cost over the approval was due to the following:

(1) Inadequate provision of DA approved (2) Disallowance on the amount provided for pay revision (3) Terminal benefits and (4) Disallowance of Earned leave encashment. The reason for increase over approval in respect of each item is detailed below.

(1) Inadequate provision for Dearness allowances

9.5 DA is a firm liability of KSEB and is an un-controllable expense.  DA is allowed to KSEB employees as and when the same is allowed by Kerala State Government to its employees. Also, as per the Long term settlement entered into between KSEB with the registered trade unions, KSEB has to provide DA to its employees at the same rate being allowed to State Government employees. The copies of the Long term settlement were already submitted before the Hon’ble Commission.

9.6 While projecting the ARR &ERC for the year 2010-11, KSEB has adopted the DA as on 31-03-2010 at 73%. Further, in addition to the DA as on 31-03-2010, KSEB anticipated release of two installment of DA @9% each during the year 2010-11, i.e., 1st installment @9% w.e.f 1st July 2010 and 2nd installment @9% from 1st January-2011.

9.7 However, vide the order dated 17th May-2010 on ARR&ERC of KSEB for the year 2010-11, Hon’ble Commission had allowed  two installment of DA @6% each, i.e., approved total DA  to the extent of 12% for the year 2010-11. 

9.8 After issuing the order dated 17th May-2010 on ARR & ERC for the year 2010-11, the State Government vide the Government Order (G.O (p) No. 362/2010/ Fin dated 03-07-2010) had allowed an additional DA/ DR @ 14% to the Government Employees and pensioners w.e.f 01-01-2010. Since the DA provided by the Hon’ble Commission was not sufficient   even for providing one installment of DA as ordered by the State Government, KSEB vide its letter No. KSEB/TRAC/TF-08/ 562 dated 27-07-2010 has requested before the Commission to approve the release of DA/DR to its employees as ordered by the State Government. 
9.9 In reply to the KSEB letter dated 27-07-2010, Hon’ble Commission vide the  letter No. 1235/ARR&ERC 10-11/KSERC /2010 dated 28th July-2010 addressed to KSEB  has communicated as under :

“…. the expenditure on account of DA/DR increases announced by the Government from time to time can be paid to the employees and pensioners without reference to the Commission. Any additional expenditure inthis regard over and above the approved expenditure can be considered at the time of truing up as has been done in the previous years.   ”

9.10 Further, Hon’ble Commission vide the press release dated 28th July-2010 has clarified as under:

“Existing salary, DA and pension are considered as uncontrollable items in the tariff determination process. In the past also all such increases in salary and DA have been allowed even if it was higher than the approved level while finalizing each years accounts. In one of the previous Orders, the Commission had stated that “the increase in DA due to inflation has to be allowed to KSEB employees as and when it becomes due and shall not be permitted to accrue.” There is also a provision in the Electricity Act that there shall not be any deterioration in the terms and conditions of employees in the reform process.”

9.11 Accordingly, based on the clarification issued by the Hon’ble Commission, KSEB had released the DA/DR to its employees and pensioners as and when the State Government has released the same to its employees and pensioners, in anticipation of the approval of the same in the truing up process.

9.12 The DA/DR allowed to KSEB employees/ pensioners since the last pay-revision orders (applicable w.e.f July-2003) is given below. (DA up to July-2003 was then merged with Basic pay).
Table-29

DA allowed to KSEB employees as on date

	Date of effect
	Rate of DA
	Total DA applicable on the Basic Pay

	January-04
	2% of the Pay
	2%

	July-04
	3% of the pay
	5%

	January-05
	3% of the pay
	8%

	July-05
	4% of the pay
	12%

	January-06
	3% of the pay
	15%

	July-06
	5% of the pay
	20%

	January-07
	6% of the pay
	26%

	July-07
	6% of the pay
	32%

	January-08
	6% of the pay
	38%

	July-08
	7% of the pay
	45%

	January-09
	10% of the pay
	55%

	July-09
	9% of the pay
	64%

	January-10
	14% of the pay
	78%

	July-10
	16% of the pay
	94%

	January-11
	12% of the pay
	106%


9.13  As detailed above, by releasing the DA as when the State Government releases the same, actual DA for the year 2010-11 was Rs 357.93 crore against Rs 302.96 crore approved by the Hon’ble Commission. Hon’ble Commission may kindly approve the actuals.

(2) Disallowance of the provision made for pay revision which is due from July/ August-2008.

9.14 KSEB has already brought to the kind attention of the Hon’ble Commission that the revision of pay and allowances to the employees and officers are due from July/August-2008. However, the actual implementation of the pay revision to the employees was made from April-2011 only and pay revision to the officers and pensioners are yet to be implemented. If adequate provision for pay-revision had not been made in the respective years, the entire liabilities has to be met from single year i.e, during the year 2011-12, the year the pay revision was finally implemented. 

9.15 Accordingly, while projecting the ARR, KSEB had estimated the provision for pay revision for the year 2010-11 as Rs 114.60 crore. However, while approving the ARR, Hon’ble Commission had dis-allowed the same and also stated that “The salary revision if any shall completely be funded through efficiency gains without any extra burden to the consumers”.

9.16 However vide the press release dated 28th July-2010, Hon’ble Commission  has clarified as under:

“Regarding pay revision, the Commission is not against the revision, but has given a direction that it has to be justified through increase in productivity. It is an established practice that wage revision negotiations in the Board are linked with increase in productivity. Hence there is nothing new in the directions of the Commission to achieve the overall objective”.

9.17 Further, vide the Counter Affidavit filed by the Hon’ble Commission before Hon’ble Appellate Tribunal for Electricity at New Delhi (APTEL) on  the appeal petition filed by KSEB against order on ARR&ERC for the year 2010-11 (Appeal petition 153/ 2010), Commission has stated  that:

“Regarding Wage Revision, the appellant has projected Rs 114.50 crore as additional liability of wage revision without any sound basis. No initial steps were taken for wage negotiations and the amount is not due. By providing such increase the appellant has clear indication to the employees on the wage revision thereby weaken the bargaining position of the management in the Wage Revision exercise. The respondent has analysed the matter in detail in para 6.5.2.2 of the impugned order. The appellant can have provision for wage revision in the accounts if any accounting policies permit so, but in the ARR&ERC, it will be provided as and when it is due and after following the due prudence check.”

9.18 However, while approving the ARR& ERC for the year 2011-12, Hon’ble Commission was kind enough to change its earlier stand and allowed a provision of Rs 109.77 crore towards pay revision for the year 2011-12.
9.19 KSEB had already implemented the revision of pay and allowances to the workmen category during the month of April-2011. The pay revision to the officers and pensioner shall be implemented as soon as Government issues concurrence on the same and Government has already approved the pay revision of the officers of KSEB. However, formal approval is yet to be communicated.  KSEB vide the letter dated 28-03-2011 has communicated the long-term settlement reached with the representative of the registered trade unions and Board Management on pay revision which was due from August-2008 onwards. Board has also communicated the estimated financial commitment on the revision the pay and allowances to the officers of KSEB. It was also communicated that, the yearly increase on pay revision would be about 14% on the salary and other emoluments at the pre-revised scale.  The details are given below.
Table-28

Additional financial commitment due to revision of pay and allowances
	Particulars
	01-07-2008 to 31-03-2009
	01-04-2009 to 31-03-2010
	01-04-2010 to 31-03-2011
	Total  for the FY 2008-09 to 2010-11
	Monthly additional commitment for the year 2011-12

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	Revision of Pay and Allowances
	84.50
	133.28
	159.88
	377.66
	15.12

	Revision of Pension
	38.80
	51.74
	62.06
	152.60
	7.75

	Total
	123.30
	185.02
	221.94
	530.26
	22.87


9.20 As detailed above, the additional liability on account of revision of pay and allowances to the workmen, officers and pensioners for the years 2008-09, 2009-10 and 2010-11 would be about Rs 530.26 crore. KSEB had made provision of Rs 126.10 cr for the year 2008-09 and Rs 137.56 Crore for the year 2009-10 for pay revision (including pension revision) in the audited accounts.  Hon’ble Commission has approved the provision made for pay revision for the year 2008-09. The truing up of accounts for the year 2009-10 is pending before the Hon’ble Commission.  As stated earlier, if adequate provision is not created in respective years, the entire additional liability on account of the pay revision has to be met in the year 2011-12 and it may lead to tariff shock on the consumers.

9.21 In this matter, the following points may be kindly noted.

(i) While approving the ARR&ERC for the year 2010-11, Hon’ble Commission has directed that the salary revision if any offered shall completely be funded through efficiency gains without any extra burden to the consumers. However, it is totally impossible to meet the total increase of about 14% on account of pay revision through efficiency gain alone.  In this matter, kind attention of the Hon’ble Commission is invited to the judgment of the Hon’ble APTEL dated 7th February 2008 on appeal petition No. 250 of 2006. The relevant paragraph of the judgment is extracted below.

Judgment dated 7th February-2008 on appeal petition No. 250 of 2006

Quote:

43. We appreciate concern of the Commission regarding employees productivity and its endeavor to increase the same. Increasing the employees productivity will enhance efficient working of the organization, cut costs and improve reliability and quality of supply. We hope that the appellants take up the task of improving the productivity levels in their respective organizations and ensure continued improvements in the productivity levels as expected by the Commission. Having said that, we do not agree with the decision of the Commission not to allow the employees cost as pay revisions take into account factors such as: cost of living, salary levels in similar sectors etc. and are not necessarily linked to employee productivity alone. The Commission has sufficient powers under Section 142 of the Act to enforce its directions regarding improvement of employee productivity. Wage revisions invariably require very long and protracted negotiations and, therefore, we do not find any justification in disallowing arrears of pay revisions to the appellants. In today’s industrial environment the appellants cannot postpone the payment of arrears and, therefore, will be exposed to crippling cash flow constraints if the wage related payments are not allowed. 

44. In view of the aforesaid discussion we hold that all payment of arrears arising as a result of the pay revision should be allowed with carrying cost in the next truing up exercise. 


Uquote:


Emphasis added

(ii) Kind attention of the Hon’ble Commission is invited to the O&M cost approved by the Central Electricity Regulatory Commission to the Central Generating stations and Transmission licensees. The major component of the O&M cost is employee cost. It is seen that the O&M cost for the tariff period 2009-14 has increased by more than 50% over the previous tariff period 2004-09.  Hon’ble Central Commission has stated in the ‘State of objects Reasons’ published along with the CERC (Terms and conditions for Tariff) Regulations, 2009 that, this increase was mainly on account of the anticipated increase in employee cost to the extent of 50% as part of the implementation of the 6th Pay commission recommendations. A comparison of the O&M cost allowed to the CPSU’s over the same for the previous tariff period is given below.

Table -29. O&M cost approved by the CERC for CPSUs

	Generating stations- 200 MW series
	Transmission S/s per bay

	Year
	(Rs. Lakh/  MW)
	Year
	(Rs. Lakh/  MW)
	Year
	(Rs. Lakh/ bay)
	Year
	(Rs. Lakh/ bay)

	2004-05
	10.40
	2009-10
	18.20
	2004-05
	28.12
	2009-10
	52.40

	2005-06
	10.82
	2010-11
	19.24
	2005-06
	29.25
	2010-11
	55.40

	2006-07
	11.25
	2011-12
	20.34
	2006-07
	30.46
	2011-12
	55.87

	2007-08
	11.70
	2012-13
	21.51
	2007-08
	31.63
	2012-13
	61.92

	2008-09
	12.17
	2013-14
	22.74
	2008-09
	32.93
	2013-14
	65.46

	Average
	11.27
	Average
	20.41
	Average
	30.48
	Average
	58.21

	Percentage increase over the tariff period 2009-10
	81.10%
	Percentage increase over the tariff period 2009-10
	90.99%


(iii) The observation of the 9th Pay revision Commission constituted by the Government of Kerala on revision of pay and allowances to the State Government employees is extracted below. (Page -25 of the report)

Quote: Paragraph 

The employees and pensioners require to be compensated for the rising cost of living particularly the cost of education and health care services. The consumerism is gripping the state and the state government employees mostly belonging to the middle class, will have to meet the consumption norms of their class in society. The disparities in income of the government employees in one hand and the income of the non resident malayalees, employees in industries like banking, insurance, information technology and communication, employees benefiting from pay scales of UGC and AICTE, professionals like doctors, engineers etc are widening. This downward movement in the relative income of the government employees has been one of the causes of frustration, discourteous behavior towards the public and corruption among them. The increasingly long years of education of the children in the state, huge unemployment problem of the educated and the increasing number of the old people in the households (a drawing death rate population) have increased the number of dependents of a government employee, has to take care of despite the decrease in number of children.

Increasing the salary, allowance and pension is important not only for the government employees. The Government is already finding it difficult to attract talents to government service and to retain them. The technically qualified persons, doctors and other professionals do not find Government service attractive enough despite, the more relaxed working conditions, security of tenure and pensions of Government employees. Low quality of employees will affect quality of governance.

The case for upward revision in salary and pension rests on the following grounds. Firstly, the income of Government employees viv-a-vis other segments of their middle class has been coming down and this may lead to difficulties in attracting good talents to Government services. Secondly, the higher salaries are required to offset the increasing cost of living particularly the cost of services like education and health care. It is likely that the inflation rates which are hovering around double digit level at present are unlikely to go down in near future. Thirdly, a Government employee has to take care of his/her dependents who may be students who spend longer years in educational institutions than in other parts of the country. In view of the increasing life expectancy, a good number of the dependents are likely to be old parents whose health care and other support needs are increasing and are getting costlier. Fourthly, the Government employees can not insulate themselves totally from the consumerism which has gripped the middle class in the state.
9.22 The details given under paragraph 9-21(i), (ii) & (iii) above clearly indicate the direction of the Hon’ble APTEL on wage revision, the practices followed by the CERC and the observation of the 9th pay revision commission on the need for pay revision.

9.23 As directed by the Hon’ble Commission, as part of the negotiation on wage revision as well as the part of the reform process, KSEB has been taking various steps for improving the productivity and to contain the rising trend in employee cost. A summary of the efforts taken by KSEB in this matter is given below.

(i) KSEB has converted all section offices as model sections and also re-arranged the employees working in each model sections. As a result, the lineman and Overseer requirement of the section offices has considerably reduced as detailed below.

	Category
	Norm-based employee requirement
	Requirement as per Model Sections
	Reduction

	Lineman
	11045
	8218
	2827

	Overseer
	6667
	4004
	2663

	Total
	17712
	12222
	5490


(ii) Withdrawal of Incentive Allowances: As part of the Long Term Settlement entered into with the Trade Unions during February 2011, the Board has decided to discontinue the payment of all types of incentive allowances and the number based work norms has been replaced by time related nature of duty, except in the case of Meter Readers for whom the incentive allowance will be continued for the time being until introduction of PDA and other new technologies.

(iii) Limiting the Spread over Allowance only to the Breakdown Wing: As part of the Long Term Settlement entered into with the Trade Unions during February 2011, the Board has decided to limit the payment of Spread over allowance to only those employees who are actually engaged in the EHT line maintenance work and who are members of the Breakdown Wing.  Earlier this allowance had been given to all employees of the Section office, irrespective of their nature of duty.

(iv) KSEB has been computerizing its major areas of activities including LT, HT & EHT billing, Accounting at ARU level, Supply Chain Management, HRM activities etc.  All these efforts on computerization may ultimately lead to reduction on employee requirement and costs.

Through all these efforts, KSEB expect to increase the productivity of the employees in a phased manner, at least 1% of the total additional increase shall be met through employee productivity.

9.24 Considering the factual position and other details as submitted above, Hon’ble Commission may kindly admit the provision of ‘pay revision’ as per the provisional accounts for the year 2010-11.

(3) Inadequate provision for Pension and other allowances

9.25 In the ARR& ERC of KSEB for the year 2010-11, KSEB had projected the Terminal benefits including monthly pension, DCRG, provision for pension revision etc as Rs 673.68 crore. While approving the ARR, Hon’ble Commission had approved the terminal benefits as Rs 448.61 crore, i.e., made a total disallowance of Rs 225.07 from the amount projected by KSEB.  However, as per the provisional accounts terminal benefits  for the year 2010-11 was Rs 739.20 crore. The details are given below.

Table-30. Pension liabilities for the year 2010-11

	Particulars
	2008-09
	2009-10
	2010-11

	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	Pension including DR relief
	445.93
	533.89
	548.80

	Gratuity
	23.72
	27.16
	23.01

	Commutation
	25.03
	38.3
	31.54

	Others
	1.14
	4.95
	4.51

	Provision for Gratuity as per Gratuity Act
	 
	 
	131.34

	Total 
	495.82
	604.30
	739.20


9.26 Out of the above, Rs 131.34 crore was made as provision for Gratuity to be released as per the Gratuity Act-1972. The circumstances necessitated for making such a provision is detailed below.

“Hon’ble High Court of Kerala vide the judgment dated 10-03-2003 on OP No. 674/2002 has ordered that, the Board employee who had filed the petition is eligible to get gratuity as per the Gratuity Act, 1972. The appeal filed by the Board against the judgment before the Division Bench of the High Court was dismissed by the High Court vides its judgment dated 8-1-2008.  Even though the Board approached the Government for granting exemption by invoking section 5 of the Act, the State Government declined to exempt the Board from the purview of Payment of Gratuity Act, 1972.

Consequent to the judgment in OP 674/2002, thousands of petitions were filed by other retired employees of the Board before the Hon’ble High Court and the Court has directed them to approach the controlling authorities under the payment of Gratuity Act.  During the bilateral discussion with the recognized trade unions for revising the pay and allowances, the Unions have demanded implementation of the Gratuity Act, 1972. The Legal Advisor and Disciplinary Enquiry Officer (Serving District Judge) has also remarked that the employees of KSEB are entitled to the Gratuity as envisaged under the Payment of Gratuity Act, 1972.

Considering all these aspects, Board vide the Order dated 24-05-2011 has decided to implement the Payment Gratuity Act, 1972 in KSEB. Accordingly based on the audit observation of C&AG, KSEB had made a provision of Rs 131.34 crore for the year 2010-11 for payment of Gratuity for the already retired employees.

9.27 Regarding the  Terminal benefits,  KSEB may submit that,

(i) Kerala Service Rules and other service conditions as applicable in the Government are applicable to employees of KSEB. Till date pension liabilities of KSEB remain unfunded and this liability has been met over the years on the principle of “pay as you go” as in Government. 

(ii) Pension is a firm liability of KSEB and Board cannot deny pension and other allowances to its retired employees.  

(iii) The pension & terminal benefits is the total liability towards existing pensioners as well as employees to be retired in each year. 

(iv) It may be noted that number of pensioners increase every year due to retirement and accordingly pension liabilities has also been increasing.

9.28 It is further submitted that, the number of pensioners as on 31-03-2010 was 30567, which was increased to 31108 as on 31-03-2011. KSEB do not have much control on the pension liabilities to its employees. It actually depends on the number of pensioners as on date. Hence Hon’ble Commission may kindly approve the pension and other benefits allowed to the retired employees as per the provisional accounts.

(4) Disallowance of other claims including Earned Leave surrender, HRA etc.
9.29 Earned Leave Surrender: In the ARR, KSEB had estimated the Earned Leave surrender for the year 2010-11 at Rs 70.00 crore. However, while approving the ARR, Hon’ble Commission has approved only       Rs 42.80 crore against the provision of Rs 70.00 crore made by the Board.  However, the actual claim of Earned Leave surrender including Terminal surrender as per the provisional accounts for the year 2010-11 was Rs 63.45 crore as detailed below.

Table-31. Details of Earned Leave surrender

	Particulars
	Amount  (Rs. Cr)

	Earned Leave surrender of employees
	52.84

	Terminal surrender
	10.61

	Total
	63.45


9.30 Hon’ble Commission may kindly note that the amount of Earned Leave surrender claimed during an year depends on number of employees opt for the same.  Further, KSEB could not limit the claim of EL surrender as ordered by the Hon’ble Commission. Hence KSEB request that the claim of EL surrender as per the provisional accounts may kindly be approved.

9.31 KSEB could not deny or limit the payment of bonus and festival allowance since the declaration of the same depends on the limits announced by the Government each year during Onam. Hence, the actual disbursement towards bonus, Medical expenses etc as per the provisional accounts may be kindly be approved.

10. Repairs and Maintenance (R&M) Expenses  

10.1 In the ARR for the year 2010-11, KSEB had projected the R&M expenses for the year 2010-11 as Rs 175.32 crore. While approving the ARR, Hon’ble Commission had limited the same as Rs 161.47 crore. However, as per the provisional accounts, the actual R&M expenses incurred for the year 2010-11 was Rs 231.85 crore.  The details are given below.

Table-32

Repair and Maintenance cost for the year 2010-11

	Sl No
	Particulars
	2009-10
	2010-11

	
	
	Actuals
	KSEB ARR
	KSERC Approval
	Actuals
	Difference over approval

	
	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	1
	Plant & Machinery
	52.93
	47.63
	43.87
	61.28
	17.41

	2
	Buildings
	4.41
	4.92
	4.53
	5.06
	0.53

	3
	Other Civil works
	5.34
	6.25
	5.76
	5.63
	-0.13

	4
	Hydraulic works
	2.01
	2.12
	1.95
	1.99
	0.04

	5
	Lines, Cable networks
	101.53
	107.49
	99
	152.09
	53.09

	6
	Vehicles
	5.5
	6.01
	5.54
	4.7
	-0.84

	7
	Furniture and Fixtures
	0.5
	0.28
	0.26
	0.12
	-0.14

	8
	Office equipment
	0.94
	0.62
	0.57
	0.98
	0.41

	 
	Total
	173.16
	175.32
	161.48
	231.85
	70.37


10.2 As detailed above, the R&M cost for the year 2010-11 has increased by Rs 70.37 crore over the approval.  The increase over approval was mainly on two components of R&M expenses (i) Lines, Cable networks etc  by Rs 53.09 crore and (ii) Plant and Machinery by Rs 17.41 crore. The detailed explanation on the excessive increase is detailed below.

(i) R&M expenses incurred under Lines, Cable Networks etc.

10.3 The function wise break up of the expenses incurred under Lines, Cable net works is detailed below.

Table-33. Function wise details of expense incurred under Lines, Cable networks etc.

	Functional area
	2009-10
	2010-11
	Increase over 2009-10

	
	Material Costs
	Payment to contractor
	Total
	Material Costs
	Payment to contractor
	Total
	

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(%) 

	Generation
	0.04
	0.11
	0.15
	0.005
	0.09
	0.09
	-0.06
	-40.00

	Transmission 
	1.18
	2.27
	3.45
	1.68
	1.94
	3.62
	0.17
	5.08

	Distribution
	42.19
	55.74
	97.93
	81.82
	66.56
	148.38
	50.45
	51.52

	Total
	43.41
	58.12
	101.53
	83.51
	68.58
	152.09
	50.56
	49.80


10.4 It can be seen from the above table that, there has been an increase of 51.52% on the R&M cost incurred for lines, cable net works etc in the Distribution functional area during the year 2010-11 compared to the same incurred during the previous financial year 2009-10. A comparison of the expense incurred in each ‘Distribution circle and Divisions’ on lines, Cable networks etc for the year 2010-11 is given as Annexure-1.  It can be seen that, there has been a uniform increase on R&M expenses under lines, cable networks etc in each division over the years 2010-11. This may be due to the following reasons.

(i) After the implementation of the KSERC Licensees (Standards of performance) Regulations, KSEB has been giving due care and attention on the maintenance of the distribution system.

(ii) Through centralized procurement, KSEB has been providing necessary materials for maintenance to the distribution without much time delay.

(iii) All the section offices of the Board have converted into ‘Model Sections’ since January-2011. There is a separate wing for maintenance in each model section with one Sub Engineer, two overseers, two lineman and four electricity workers with vehicle. 

(iv) The R&M works is highly susceptible to inflation. The inflation during the year was about 10.53% during the year 2010-11. The month wise details of inflation for the year 2010-11 are given as Table-34.

(v) Increase in the consumer strength- Number of consumer strength has increased from 97.43 lakhs as on 31-03-2010 to 101.28 lakhs as on 31-03-2011.

(vi) Increase in the distribution assets from Rs 3529.34 crore as on 31-03-2010 to Rs 4067.19 crore as on 31-03-2011, i.e., an increase of Rs 537.85 crore during the year 2010-11, which was about  15.24 % on the assets at the beginning of the FY 2010-11. It may be further noted that, more than 1/4thof the GFA under line, cable network etc had been added in the past 3 years, which means that there has been an addition of Rs.1253.74 crore during the past 3 years, which is 26.56% of GFA under the head.
10.5 The inflation during the year 2010-11 is detailed below.

Table-34. Month wise details of inflation

	Month
	2009-10
	2010-11

	Apr
	8.70
	13.33

	May
	8.63
	13.91

	June
	9.29
	13.73

	July
	11.89
	11.25

	Aug
	11.72
	9.88

	Sep
	11.64
	9.82

	Oct
	11.49
	9.70

	Nov
	13.51
	8.33

	Dec
	14.97
	9.47

	Jan
	16.22
	9.30

	Feb
	14.86
	8.82

	Mar
	14.86
	8.82

	Average
	12.32
	10.53


10.6 If the Hon’ble Commission requires additional details on the R&M cost incurred under lines, cable networks etc under Distribution wing over the details given under Annexure-1,   the same shall be provided by KSEB.

Considering the details as submitted above, Hon’ble Commission may kindly admit the R&M expenses incurred under Lines, Cable networks etc for the year 2010-11.

(ii) R&M expense incurred under Plant and Machinery

10.7 The function wise breakup of R&M expenses incurred under Plant and machinery for the year 2010-11 is detailed below.

Table-35. Function wise break up of expenses incurred under Plant and Machinery 

	Functional area
	2009-10
	2010-11
	Increase over 2009-10

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(%) 

	Generation
	15.24
	15.87
	0.64
	4.18

	Transmission 
	33.72
	40.48
	6.76
	20.05

	Distribution
	3.98
	4.93
	0.95
	24.00

	Total
	52.93
	61.28
	8.35
	15.78


10.8 As circle wise/ division wise details of R&M expenses incurred under plant and machinery for the year 2010-11 is enclosed as Annexure-2.   Plant and Machinery includes the power stations under Generation wing, substations in the Transmission and Substations and transformers under distribution wing etc.

10.9 As detailed above, the main increase of R&M costs under plant and machinery is in the Transmission wing. This is due to the care and efforts taken by the Board to maintain the substations- 33kV, 66kV, 110 kV 220 KV. 

10.10 Regarding the R&M costs incurred for the year 2010-11, the following points may also be kindly noted.

(i) The function wise break up of GFA as on 31-03-2010 and 31-03-2011 is detailed below.

Table-36. Function wise break up of Gross Fixed Assets

	Functional area
	as on     31-03-2010
	as on     31-03-2011
	Increase over 2009-10

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(%) 

	Generation
	3401.75
	3695.14
	293.38
	8.62

	Transmission 
	3253.94
	3441.44
	187.42
	5.76

	Distribution
	3529.34
	4067.19
	537.84
	15.24

	Total
	10185.03
	11203.77
	1018.64
	10.00


The R&M cost also increases in tune with the increase in the Gross Fixed Assets every year. GFA has increased by over 2500 crore during the last 3 years.

(ii) The function wise breakup of R&M expenses as a percentage of GFA is given below.

Table-37 Function wise percentage of R&M costs as percentage of GFA

	Particulars
	GFA at the beginning of the Year
	R&M Expenses
	Percentage of GFA
	Percentage of total

	
	(Rs.  Cr)
	(Rs.  Cr)
	(%)
	(%)

	Generation
	3401.75
	19.30
	0.57
	8.32

	Transmission
	3253.94
	52.61
	1.62
	22.70

	Distribution
	3529.34
	159.94
	4.53
	68.98

	Total
	10185.03
	231.85
	2.28
	100.00


(iii) The R&M cost increases with the age of the assets.  Further it is highly susceptible to inflation.

10.11 Any laxity on the part of the Board on implementing the R&M works may cause breakdowns of the Generating Stations and substations and lines, interruptions in the supply and thus loss to the KSEB and inconvenience to the consumers. Further, the break downs in the Generating Stations, substations and lines are usually the main cause of casualty and hazards to the employees of KSEB. 

Considering the importance of the proper maintenance of the assets owned by KSEB in order to provide quality power to the consumers, and factors like increase in asset base, inflation etc the R&M cost as per the provisional accounts may kindly be admitted.

11. Administration and General Expenses 
11.1 The Administration and General (A&G) expenses consist of rents, taxes, insurance, legal charges, audit fees, Electricity Duty under Section 3 (1) of the Kerala Electricity Duty Act 1963 (KED Act, 1963) and other charges such as travel expenses, freight, purchase related expenses, etc. The following table summarizes the A&G expenses incurred during the year 2010-11. 

Table-38. Administration and General Expenses for the year 2010-11

	Sl.No
	Particulars
	2009-10
	2010-11

	
	
	Actual
	ARR
	KSERC order
	Actual
	Difference over approval

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	1
	Rent, Rates and Taxes
	4.30
	4.66
	4.37
	4.30
	-0.07

	2
	Insurance
	0.40
	0.85
	0.56
	0.38
	-0.18

	3
	Telephone/telex/internet charges, etc.
	3.74
	4.79
	4.43
	3.46
	-0.97

	4
	Legal charges
	2.80
	2.24
	1.96
	3.24
	1.28

	5
	Audit fees
	2.30
	3.00
	2.53
	2.30
	-0.23

	6
	Consultancy charges
	0.30
	1.33
	0.07
	0.25
	0.18

	8
	Other Professional charges
	0.56
	0.62
	0.57
	0.58
	0.01

	9
	Conveyance and vehicle hire charges
	17.11
	17.55
	15.10
	23.99
	8.89

	11
	Sub Total (Total of 1 to 9)
	31.51
	35.04
	29.59
	38.50
	8.91

	12
	OTHER EXPENSES
	 
	 
	 
	 
	0.00

	 
	a) Fess and subscriptions
	0.56
	0.53
	0.28
	0.53
	0.25

	 
	b) Printing & Stationary
	8.78
	9.18
	8.15
	7.65
	-0.50

	 
	c) Advertisements
	6.40
	11.00
	4.00
	7.50
	3.50

	 
	e) Contributions/Donations
	0.54
	0.48
	0.37
	1.09
	0.72

	 
	f) Electricity Charges
	4.91
	4.09
	3.88
	5.26
	1.38

	 
	g) Water charges
	0.23
	0.35
	0.30
	0.28
	-0.02

	 
	h) Entertainment
	0.22
	0.32
	0.28
	0.27
	-0.01

	 
	i)Exibition/publicity
	0.08
	 
	 
	0.19
	0.19

	 
	j)Sports and related activity
	0.21
	 
	 
	0.26
	0.26

	 
	k)Study tour/Training
	1.87
	 
	 
	1.58
	1.58

	 
	l)SRPC expenses
	0.74
	 
	 
	0.84
	0.84

	 
	m)DSM expenses
	3.86
	 
	 
	0.92
	0.92

	 
	n)APTS expenses
	0.02
	 
	 
	0.02
	0.02

	 
	o) Miscellaneous expenses
	8.74
	10.46
	9.45
	10.67
	1.22

	13
	Total of OTHER EXPENSES
	37.16
	36.41
	26.70
	37.06
	10.36

	14
	Freight
	14.61
	9.24
	7.84
	11.27
	3.43

	15
	Other purchase related expenses
	2.89
	4.95
	4.63
	3.31
	-1.32

	 
	Total (11+13+14+15)
	86.17
	85.64
	68.76
	90.14
	21.38

	16
	Electricity Duty u/s 3(1), KED Act
	80.79
	85.40
	0.00
	84.42
	84.42

	 
	GRAND TOTAL
	166.96
	171.05
	68.76
	174.56
	105.80


11.2 In the ARR for the year 2010-11, Board has projected the A&G expenses as Rs 171.05 crore, which includes Rs 85.40 crore towards section 3(1) duty payable to the Government.  While approving the ARR, Hon’ble Commission has disallowed the section 3(1) duty in full. Further, for the other items of A&G expenses excluding section 3(1) duty, Hon’ble Commission has allowed a compounded increase of 6% over the actual expense for the year 2008-09.  Thus, the total A&G expenses approved for the year was Rs 68.76 crore against Rs 171.05 crore proposed by KSEB.
11.3 However, the actual A&G expenses excluding section 3(1) duty has been Rs 90.14 crore for the year 2010-11 and the Board’s liability towards section 3(1) duty amounts to Rs 84.42 crore as detailed above.

11.4 A&G expenses also highly susceptible to business growth of the utility as well as inflation. As detailed under Table-34 above, the average inflation for the year 2010-11 was about 10.53%. Further, KSEB has given new service connections to about 4.00 lakhs consumers to the State Grid and the energy sale has also increased by 4.12% during the year 2010-11. Despite the business growth and inflation over the year 2010-11, the overall increase in A&G expenses during the year 2010-11 was less than 5.00% when compared with the expenses for 2009-10. However, the major increase in the A&G expenses was on the following items.

Table-39

A&G expense components has significant increase over the approval

	Sl.No
	Particulars
	2009-10
	2010-11

	
	
	Actual
	ARR
	KSERC order
	Actual
	Difference over approval

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	1
	Legal charges
	2.80
	2.24
	1.96
	3.24
	1.28

	2
	Conveyance and vehicle hire charges
	17.11
	17.55
	15.10
	23.99
	8.89

	3
	Advertisements
	6.40
	11.00
	4.00
	7.50
	3.50

	4
	Contributions/Donations
	0.54
	0.48
	0.37
	1.09
	0.72

	5
	Electricity Charges
	4.91
	4.09
	3.88
	5.26
	1.38

	6
	Exhibition/publicity
	0.08
	 
	 
	0.19
	0.19

	7
	Sports and related activity
	0.21
	 
	 
	0.26
	0.26

	8
	Study tour/Training
	1.87
	 
	 
	1.58
	1.58

	9
	SRPC expense
	0.74
	 
	 
	0.84
	0.84

	10
	DSM expenses
	3.86
	 
	 
	0.92
	0.92

	11
	Freight
	14.61
	9.24
	7.84
	11.27
	3.43

	 
	Total
	53.13
	44.60
	33.15
	56.14
	22.99


The detailed explanation on the reasons for increase under these items is given below.

11.5 Legal expenses:  Many consumers have been filing petitions against KSEB before Hon’ble High Court, Supreme Court, Appellate Tribunal for Electricity, various consumer forums etc. KSEB has to defend the cases through counsels to for the best interest of the vast majority of the consumers and other stake holders of the State. Though as per the provisions of the Electricity Act, 2003, Consumer Grievance Redressel forums and Electricity Ombudsman are already constituted in the State, the number of appeal petitions before other legal forums have also been increasing.  The legal expenses claimed for the year 2010-11 is Rs 3.24 crore. Hon’ble Commission may kindly note that, the legal expenses incurred by the KSEB as a distribution licensee with more than 100 lakh consumer base, transmission utility and generator. However, Board shall take sincere steps to control the legal expenses to the possible extend. Hon’ble Commission may kindly allow the legal expenses for the year 2010-11 as per the provisional accounts for the year 2010-11.

11.6 Conveyance and Vehicle hire charges: The breakup of conveyance and vehicle hire charges for the year 2010-11 is given below.
        Table –40.
Breakup of conveyance and Vehicle hire charges for the year 2010-11

	Particulars
	Amount (Rs. Cr)

	Conveyance
	5.48

	Traveling expenses to staff
	6.69

	Traveling expenses to Board Members
	0.09

	Vehicle running expenses (except trucks etc.)
	6.56

	Vehicle licenses, registration insurance and taxes
	0.51

	Vehicle hire charges
	4.66

	Total
	23.99


Increase in fuel price and vehicle running and maintenance expenses for the hired vehicles in various field offices are the major reason for increase in conveyance expenses.  It may be noted that, KSEB has drastically reduced the purchase of new vehicles.   Hired vehicles are being used instead of own vehicles resulting into increase in conveyance expenses. The rates being quoted for providing vehicles by the contractors are increasing steadily due to increase in fuel prices and operational expenses. Further, KSEB has converted all section offices into model sections during the year 2010-11 and special team for maintenance works were provided with vehicle facility for 24 hours to attend the breakdowns. More vehicles are to be arranged for each section office in order to ensure 24 hour vehicle availability. After a gap of 5 years, the Board has revised TA/DA applicable for official journey in July 2008. The impact of general inflation as well as fuel price hike together with increase in the  dependence on hired vehicles was much more than the 6% compounded increase allowed by the Hon’ble Commission over 2008-09 actuals. Considering the essentiality, the expenses towards conveyance as per the audited accounts may kindly be approved.

11.7 Advertisement charges: For the last few years, KSEB has been giving publicity through print and visual media on ‘the importance of energy conservation’ and the message on energy conservation in addition to the advertisement on tenders, public notice etc.  As against the approval of Rs 4.00 crore, the actual expense on advertisement was Rs 7.50 crore. Hon’ble Commission may kindly approve the same.

11.8 Contributions: Expenses under this head being the Board’s contribution to the KSEB Employees Welfare Fund, a scheme constituted for providing financial assistance to the families of KSEB employees who die while in harness and to those who retire from service on invalid grounds.  The Fund is registered under ‘The Travancore Cochin Literary &Scientific Charitable Societies Act, 1955’. The Governing body has decided to enhance the subscription and benefits which were in force since 1997. Accordingly, employees’ contribution has been enhanced to Rs.150 from Rs 50.00 per month and the Board’s contribution has also been increased from Rs 10.00 per employee per month to Rs 30.00 per employee per month from November 2009 onwards. The reason for variation under this head can be attributed to the enhancement in Board’s contribution to the Fund constituted for the welfare of its employees. Hon’ble Commission may kindly admit the same.

11.9 While projecting the ARR, KSEB has not made any provision on exhibition, sports and related activities, study tour training etc, expenses on SRPC meetings, Demand Side Management Activities etc. The actual expenses incurred under these heads are detailed in the table-39 above. Board has been imparting large scale training to the Officers and Staff to improve productivity and efficiency, training on safety measures, computer applications etc. The actual expense under these heads may kindly be admitted.

11.10 KSEB has designed Demand Side Management (DSM) with an aim to create awareness among the consumers to use most efficient electricity equipments/ apparatus and thus either to reduce the electricity consumption especially during peak hours or to shift the use of electricity from peak to off-peak hours.  The various activities  in the DSM includes campaigns, discussions, issue of pamphlets, distribution of prizes, conducting  meetings with major electricity consumers and residents association etc. Further KSEB has replaced 1.50 crore of incandescent bulbs with Compact Fluorescent Lamps.  While projecting the ARR, KSEB has not made any provision for DSM, however as per the audited accounts, the amount claimed is Rs 0.92 crore which may kindly be approved.

11.11 Freight: As per the ESSAR-1985, the accounting standard followed by KSEB, the material cost including taxes and duties are accounted under ‘cost of material’ where as the transportation and related charges are accounted under ‘freight’.  Over the last few years, the quantum of material procurement has increased and there has been consequent increase in transportation charges. Freight has to be paid for inter store material movement also. Further, there has been increase on the fuel and operational expenses associated with transportation. As already stated, the increase in expenses both due to volume as well as inflation were much more than the compounded increase allowed by the Hon’ble Commission. All this has lead to increase in the freight charges as per the audited accounts compared to the approved amount.  Hon’ble Commission may kindly admit the same.

11.12 Miscellaneous expenses: Expenses for which no specific heads are assigned under A&G expenses are booked here. ARU wise details of miscellaneous expenses along with comparative figures for 2009-10 are furnished as Annexure-3. 

11.13 Section 3(1) duty.

(i) One of the major expenses booked under A&G expense is the section 3(1) duty payable by KSEB to the State Government.  The section 3(1) duty is a statutory levy.  While approving the ARR&ERC for the years from 2003-04 to 2006-07, Hon’ble Commission has considered this as revenue expenditure as part of the A&G expenses of the Board. Since the inception of the Board, Comptroller & Auditor General (C&AG) has also certified this as an essential expenditure under A&G expenses. But, while approving the Truing Up of accounts of KSEB since the year 2003-04 and also while approving the ARR since the year 2007-08 onwards, Hon’ble Commission has not been admitting section 3(1) duty as a revenue expenditure quoting the provisions in section 3(3) of the Kerala Electricity Duty Act- 1963 that “the duty under this section on the sales of energy should be borne by the Licensee and shall not be passed on to the consumers”. Accordingly, total expenses disallowed since the year 2003-04 amounted to Rs 648.44 crore so far, as detailed below.

Table-41. Section 3(1) duty not admitted by KSERC

	Year
	Section 3(1) duty not admitted by KSERC
	Remarks

	
	(Rs. Cr)
	

	2003-04
	51.53
	As per orders on truing up

	2004-05
	54.98
	

	2005-06
	63.26
	

	2006-07
	71.78
	

	2007-08
	77.54
	

	2008-09
	74.47
	

	2009-10
	80.79
	Orders on ARR

	2010-11
	84.37
	

	2011-12
	89.72
	

	Total
	648.44
	 


(ii) Hon’ble Commission may be aware that, KSEB has no business other than electricity distribution. KSEB cannot find an alternate means to meet this huge amount. Disallowing section 3(1) duty is against the provision of the Electricity Act-2003 that, SERC’s should have to ensure reasonable return to the utilities after meeting expenses including taxes and duties. If the section 3(1) duty is not allowed as an expense, the commercial viability of the utility will be affected.  Hon’ble Commission may have the option to allow higher return to KSEB so that the net return after meeting section 3(1) duty shall be 15.50 % of the equity of Rs 1553.00 crore. As per the provisions of the Electricity Act-2003, Hon’ble Commission is empowered to ensure financial sustainability of KSEB as a Distribution Utility and with the statutory powers available; the matter of disallowance of section 3(1) duty may kindly be reconsidered.  
11.14 Considering the details and submissions as above, Hon’ble Commission may kindly approve the A&G expenses as per the provisional accounts.

12. Other Expenses
12.1 Other expenses include other debits and prior period charges. The comparison of other debits estimated in the ARR, approved by the Commission and actual expenses as per the provisional accounts are given below.

Table-42. Other Debits for the year 2010-11

	Sl No
	Particulars
	2009-10 (actual)
	2010-11

	
	
	
	ARR
	KSERC order
	Actuals as per accounts
	Difference over approval

	
	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	1
	Research and Development Expenses
	1.11
	0.40
	0.40
	0.39
	-0.01

	2
	Provision for Bad and Doubtful debts
	8.75
	6.70
	6.70
	36.09
	29.39

	3
	Miscellaneous Losses and write-offs
	9.88
	3.00
	3.00
	8.69
	5.69

	4
	Material cost variance
	51.82
	0.00
	0.00
	0.00
	0.00

	 
	Total
	71.56
	10.10
	10.10
	45.17
	35.07


12.2 Research & Development expenses are the expense incurred by the Board for ‘Dam safety and other associated studies’. The provision for Bad and Doubtful debts represent Rs 36.09 crore on account of withdrawal of prior period credits to revenue account. 
12.3 The details of miscellaneous losses and write off comprised of the following.
Table-43 Details of Miscellaneous losses and Write off

	Sl No
	Particulars
	Amount (Rs.Cr)

	1
	Compensation for injuries deaths and Danger - Staff 
	0.28

	2
	Compensation for injuries deaths and Danger - Outsiders
	3.13

	3
	In fructuous capital written off
	0.24

	4
	Sundry debit balances written off
	5.04

	 
	Total
	8.69


12.4 Sundry debit balances written off represent balances, which were carried over since 1985-86 under reinstatement account, written off in compliance with the observations of C&AG. 
12.5 Prior period credit/ charges

12.6 Prior period charges include both income as well as expenses relating to the prior periods. Details of the prior period charges as per the provisional accounts are detailed below.

Table-43. Net prior period charges

	Particulars
	2009-10
	2010-11

	
	(Actual)
	ARR
	SERC Order
	Actual

	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	I. Income relating to previous year
	 
	 
	 
	 

	Receipt from consumers
	13.04
	65.00
	0.00
	65.61

	Excess provision for Depreciation in prior period 
	0.00
	0.00
	
	0.00

	Excess interest and finance charges
	0.00
	0.00
	
	1.30

	Other excess provision made in previous year
	0.77
	1.00
	
	0.07

	Other income relating to prior period
	114.68
	55.00
	
	32.68

	Total
	128.49
	121.00
	
	99.66

	II. Expenditure relating to previous years
	 
	 
	
	 

	Short provision of power purchase
	76.17
	100.00
	
	25.32

	Fuel related expenses relating to prior period
	0.00
	1.60
	
	0.00

	Operating expenses relating to prior period
	0.51
	5.00
	
	0.35

	Employee cost relating to prior period
	0.00
	0.00
	
	0.00

	Depreciation under provided in prior period
	0.00
	0.00
	
	0.00

	Interest & finance charges
	0.06
	1.00
	
	0.02

	Other charges relating to previous years
	2.94
	15.00
	
	0.41

	Total
	79.68
	122.60
	
	26.10

	Net prior period credit/charges (I-II)
	48.81
	-1.60
	
	73.56


12.7 While approving the ARR, Hon’ble Commission has not approved the prior period charges projected by KSEB and stated that the same could be covered in the truing up exercise. The same may be admitted as detailed above. 

13. Capitalization of Expenses and Methodology

13.1 In the ARR, the Board has estimated Rs 23.24 crore as capitalization of Interest & Finance charges and Rs.94.10 crore as other Expenses, which were approved by the Hon’ble Commission. As per the provisional annual accounts, Rs 23.96 crore was capitalized from interest and finance charges and   Rs 95.84 crore as other expenses. The actuals may kindly be approved.

14. Statutory Surplus

14.1 In the ARR&ERC petition for the year 2010-11, Board has claimed the RoE @15.5% for the Government Capital of Rs 1553.00 crore with the Board.  However, in the order on ARR, Hon’ble Commission had allowed only a provisional return of Rs 100.00 crore for the year    2010-11.  Further, Hon’ble Commission had stated in the order that, the disallowance on the RoE has made based on an observation of the C&AG while auditing the accounts of KSEB for the year 2006-07 that:

(1) The Government vide the Order dated 9-10-2002 has reversed the decision of creating equity capital and converted the equity into grant.

(2) The statutory requirement of issuing a notification under Electricity (Supply) Act, 1948 is not fulfilled for conversion of loans into equity.

14.2 In this matter, the following facts are brought to the notice of the Hon’ble Commission.

(i) Government of Kerala vide the order G.O.(Ms) No. 35/10/PD dated 13.12.2010 has amended its order dated 09.10.2002 with retrospective effect  and ordered that:
“Government have examined the matter in detail and are pleased to amend para (5) of the G.O (Ms) No. 25/02/PD dated 9-10-2002 with retrospective effect as follows:-

(5) Government have examined the matter in detail together with the package solution suggested by the Committee constituted for netting off dues and are pleased to issue the following orders.

i. Netting off the dues will be done after reconciling the final audited figures furnished by KSEB with Government account.
ii. The equity of Rs. 1553 crores ordered in G.O.(Ms) No. 27/98/PD dated 14.09.1998 will continue to be treated as Government’s capital in KSEB.”
As above, the Government vide the order dated 13-12-2010 has clarified the observation of the C&AG and clearly stated that Government has an equity capital of Rs 1553.00 crore with KSEB since the year 14-09-1998.

(ii) Government vide the order G.O (Ms) No. 27/98/PD dated 14-09-1998 has ordered to convert the loan amount of Rs 1025.00 crore from State Government as on 31-03-1998 together with interest amounting to Rs 528.00 crore upto 31-03-1997 as  equity.

Since the Government order is for conversion of the amounts of loans into capital, the notification and other procedures prescribed under section-12A of the Electricity (Supply) Act, 1948, for Capital structure, is not required   as per the section-66A of the Electricity (Supply Act) 1948, which is extracted below.



Quote:

1[66-A. CONVERSION OF AMOUNT OF LOANS INTO CAPITAL. –(Supply Act-1948)
(1) Notwithstanding anything contained in Sec. 12-A, where any loan has been obtained from the State Government by a Board, in respect of which Board a notification has been made under subsection (1) of that section, or any loan is deemed to be advanced to such Board by the State Government under sub-section (2) of Sec. 60, the State Government may, if in its opinion it is necessary in the public interest so to do, by order, direct that the amount of such loan or any part thereof shall be converted into capital provided to the Board on such terms and conditions as appear to that Government to be reasonable in the circumstances of the case, even if the terms of such loan do not include a term providing for an option for such conversion.
(2) In determining the terms and conditions, of such conversion, the State Government shall have due regard to the following circumstances, that is to say, the financial position of the Board, the terms of the loan, the rate of interest payable on the loan, the capital of the Board, its loan liabilities and its reserves.

 (3) Notwithstanding anything contained in this Act, where the State Government has, by an order made under sub-section (1), directed that any loan or any part thereof shall be converted into capital, and such order has the effect of increasing the capital of the Board, the capital of the Board shall stand increased by the amount by which the conversion increases the capital of the Board in excess of the capital specified under sub-section (1) of Sec. 12-A: …

Unquote

Thus as per the section-66A of the Electricity (Supply) Act, 1948, it is not mandatory to made notification under section-12A of the Electricity (Supply) Act, 1948 for conversion of Government loan into equity.
14.3 Thus, the observation of the C&AG while auditing the accounts for the year 2006-07 was without appraising the provisions in the Electricity (Supply) Act, 1948 and intention of the Government in this matter. It is further submitted that, C&AG has completely dropped the observation on allowing RoE while issuing the audit certificate for the year      2009-10. The audit certificate is already submitted along with the truing-up petition for the year 2009-10.
14.4 KSEB had filed a review petition on 27-01-2011 to review Hon’ble Commission’s decision on disallowing the RoE on the Government Capital, considering the Government order dated 13-12-2010 and provisions in the Electricity (Supply) Act, 1948. The details of the said petition are given below.

(i) Government, vide the Order No. G.O (Ms) No. 35/10/PD dated 13-12-2010, had clarified that; Government has an equity capital of Rs 1553.00 crore with KSEB since the 14-09-1998.

(ii) As per the section-66A of the Electricity (Supply) Act, 1948, it is not mandatory to make notification under section-12A of the Electricity (Supply) Act, 1948 for conversion of Government loan into equity.
C&AG have also completely dropped its observation on claiming RoE for Government Capital of Rs 1553.00 crore with KSEB while auditing the accounts of KSEB for the year 2009-10.
However, Hon’ble Commission is yet to take a decision on the review petition filed by KSEB.

14.5 In this matter, KSEB further submit that, 

(1) KSEB has been functioning as per the provisions of the Electricity Act-2003. Further, as per the National Tariff Policy, notified by the Central Government vide the Notification No. 23/2/2005- R&R (Vol-III) dated 6th January 2006 in compliance with section-3 of the Electricity Act-2003, envisages that all the power utilities in the Country should be allowed reasonable return on the investments such that it allows generation of reasonable surplus for the growth of the sector.  The relevant provisions in the National Tariff policy is extracted below
Quote:  Section 5.3 (a) to (b) of the National Tariff Policy:



“

(a) Balance needs to be maintained between the interests of consumers and the need for investments while laying down rate of return. Return should attract investments at par with, if not in preference to, other sectors so that the electricity sector is able to create adequate capacity. The rate of return should be such that it allows generation of reasonable surplus for growth of the sector. 

The Central Commission would notify, from time to time, the rate of return on equity for generation and transmission projects keeping in view the assessment of overall risk and the prevalent cost of capital which shall be followed by the SERCs also. The rate of return notified by CERC for transmission may be adopted by the State Electricity Regulatory Commissions (SERCs) for distribution with appropriate modification taking into view the higher risks involved. For uniform approach in this matter, it would be desirable to arrive at a consensus through the Forum of Regulators.
While allowing the total capital cost of the project, the Appropriate Commission would ensure that these are reasonable and to achieve this objective, requisite benchmarks on capital costs should be evolved by the Regulatory Commissions. 

Explanation: For the purposes of return on equity, any cash resources available to the company from its share premium account or from its internal resources that are used to fund the equity commitments of the project under consideration should be treated as equity subject to limitations contained in (b) below. 

The Central Commission may adopt the alternative approach of regulating through return on capital. 

The Central Commission may adopt either Return on Equity approach or Return on Capital approach whichever is considered better in the interest of the consumers. 

The State Commission may consider ‘distribution margin’ as basis for allowing returns in distribution business at an appropriate time. The Forum of Regulators should evolve a comprehensive approach on “distribution margin” within one year. The considerations while preparing such an approach would, inter-alia, include issues such as reduction in Aggregate Technical and Commercial losses, improving the standards of performance and reduction in cost of supply. 

b) Equity Norms 
For financing of future capital cost of projects, a Debt: Equity ratio of 70:30 should be adopted. Promoters would be free to have higher quantum of equity investments. The equity in excess of this norm should be treated as loans advanced at the weighted average rate of interest and for a weighted average tenor of the long term debt component of the project after ascertaining the reasonableness of the interest rates and taking into account the effect of debt restructuring done, if any. In case of equity below the normative level, the actual equity would be used for determination of Return on Equity in tariff computations.

Unquote:

b. It is further submitted that, CERC as well as most of the regulators in the country are allowing RoE for the investment made out of its own resources as well for the owner’s capital. 

14.6 Further, allowing reasonable return to the State Electricity Board is not a new concept.  As per the section-59 of the Electricity (Supply) Act-1948, all the State Electricity Board also ensures a return not less than 3% of the fixed assets after meeting all expenses including taxes levies etc. The relevant section of the Electricity (Supply) Act, 1948 is extracted below.

Quote:

“59. GENERAL PRINCIPLES FOR BOARD'S FINANCE. –

•(1) The Board shall, after taking credit for any subvention from the State Government under Sec. 63, carry on its operations under this Act and adjust its tariffs so as to ensure that the total revenues in any year of account shall, after meeting all expenses properly chargeable to revenues, including operating, maintenance and management expenses, taxes (if any) on income and profits, depreciation and interest payable on all debentures, bonds and loans, leave such surplus as is not less than three per cent., or such higher percentage, as the State Government may, by notification in the Official Gazette, specify in this behalf, of the value of the fixed assets of the Board in service at the beginning of such year.”

Unquote

14.7 Though KSEB is a Government Utility and continuing as a single entity, it is truly functioning under the provisions of the Electricity Act-2003, and also as per the rules and regulations enforced by the Hon’ble Commission as per the statutory powers envisaged under the Electricity Act-2003.  Hence, denial of reasonable return to KSEB, which is ensured to the entire Private, Public and Government owned power utilities across the country, is detrimental to the interest of the Board.

14.8 Hence, considering the provisions of the Electricity Act-2003 and National Electricity Policy, Hon’ble Commission may kindly allow the reasonable return of Rs 240.72 core claimed for the year 2010-11 on the Equity of Rs 1553.00 crore @15.50% .

15 Non- Tariff Income

15.1 In the ARR for the year 2010-11, Board had estimated the non-tariff income as Rs 417.13 crore and Hon’ble Commission had approved the same as such.  But as per the provisional accounts, the Non-tariff income for the year 2010-11 was Rs 442.74 crore. The details are given below.  

Table-44.  Non- Tariff Income for the year 2010-11

	Particulars
	2009-10 (Actual)
	2010-11

	
	
	ARR
	KSERC Order
	Actuals

	
	
	
	
	

	
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)
	(Rs. Cr)

	Meter Rent/Service Line Rental
	148.22
	152.00
	152.00
	154.38

	Miscellaneous Charges: (UCM, Service connection fee, Fee for maintenance of Public lighting, Testing fee, Reconnection fee, Penalty charges, Minimum Guarantee charges, Charges for Service connection minimum, Meter Box charges, Power allocation charges etc
	55.18
	70.00
	70.00
	50.86

	Interest on Staff Loans and Advances
	0.53
	0.25
	0.25
	0.40

	Income from Investments
	0.45
	1.30
	1.30
	0.01

	Interest on Advances to suppliers/ Contractors
	4.15
	0.00
	0.00
	3.71

	Interest from Banks
	105.55
	88.58
	88.58
	84.43

	Rebate Received
	65.70
	60.00
	60.00
	72.65

	Income from Trading
	19.79
	10.00
	10.00
	26.47

	Miscellaneous Receipts
	37.09
	35.00
	35.00
	49.83

	TOTAL
	436.66
	417.13
	417.13
	442.74


15.2 Non- Tariff Income includes Meter Rent/Service Line Rental, Miscellaneous Charges from Consumers, recoveries through theft etc Hon’ble Commission may please note that, through various efforts taken by the Board including intensive anti power theft detections, penal interest for miscellaneous charges, rebate for prompt payment of electricity dues to CPSUs, income from trading, interest accrued on FD etc, Board was able to earn Rs 442.74 crore as non-tariff income for the year 2010-11.

16 Revenue from Tariff

16.1 Revenue from Sale of Power within the State

(i) In the ARR& ERC for the year 2010-11, KSEB had estimated the Sale of Power (SOP) within the State as 14830.10 MU and the revenue from SOP as Rs 4867.25 crore.  While approving the ARR&ERC, the Hon’ble Commission had approved the same as proposed by KSEB.  

(ii) While approving the ARR the year 2010-11, Hon’ble Commission has ordered to charge the consumers at the existing tariff. However, in addition to the normal tariff, Hon’ble Commission had allowed to charge Rs 0.25 per unit  as fuel surcharge on the consumption from 1st April-2011 to 30th September-2010.

(iii) The category wise energy sale and revenue from sale of power including fuel surcharge during the year 2010-11 is detailed below.
Table-49 Revenue from Sale of Power within the State

	Category
	KSERC order
	Actuals

	
	Energy sale
	Revenue from Tariff
	Energy sale
	Revenue from Tariff

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)

	Domestic
	7072.00
	1362.99
	6874.92
	1363.44

	Commercial
	1886.00
	1318.72
	1951.74
	1410.83

	LT Industrial
	1211.00
	472.63
	1053.45
	460.54

	LT Agriculture
	250.00
	22.75
	231.56
	26.65

	Public Lighting
	325.00
	65.00
	265.68
	56.28

	HT & EHT Total
	3495.10
	1417.00
	3563.14
	1512.83

	Railway Traction
	168.00
	66.80
	156.39
	64.46

	Bulk Supply
	417.00
	141.36
	448.11
	163.46

	NPG
	6.00
	0.00
	2.91
	0.00

	Total energy sales with in the State
	14830.10
	4867.25
	14547.90
	5058.49


(iv) The revenue from sale of Power as stated above is inclusive of the total fuel surcharge demanded during the period from April-2010 to September-2010 including the demand raised for domestic consumers with monthly consumption up to 120 units.

(v) However, as ordered by the Government, KSEB had exempted domestic consumers with monthly consumption up to 120 units from payment of fuel surcharge and Government has given Rs 54.00 crore as subsidy for meeting the revenue shortfall on account of this.  The Revenue from sale of power given in the Schedule-1 of the provisional accounts is inclusive of the fuel surcharge demanded including the same to the domestic consumers with monthly consumption up to 120 units per month.

(vi) However, as per the ‘STATEMENT-1’ of the Provisional accounts, the amount of Rs 54.00 crore provided  by the Government for exempting  domestic consumers with monthly consumption up to 120 units from payment of surcharge is again shown as ‘Revenue from Subsidies and Grants.  KSEB has noticed the error, which results in ‘overstating the revenue by Rs 54.00 crore’ for the year 2010-11 and accordingly the ‘Revenue Gap’ for the year 2010-11 is under stated to that extend. The error shall be rectified subsequently.

16.2 Revenue from Sale of Power Outside the State

(i) KSEB has been taking efforts to sell the unutilized power from liquid fuel stations especially from BSES and BDPP at actual variable cost plus comfort charges basis.

(ii) However, except during the extreme summer months – April-2010 and March-2011, there was no takers for the high cost power from liquid fuel stations. 

(iii) KSEB has sold 122.18 MU from liquid fuel stations during the year 2010-11. The details are given in the following table.

Table-50. Details of surplus sale during the year 2010-11

	Month
	IEX
	PXIL
	TNEB 
	Total

	
	Quantity
	Amount
	Unit rate
	Quantity
	Amount
	Unit rate
	Quantity
	Amount
	Unit rate
	Quantity
	Amount

	
	(MU)
	(Rs.Cr)
	(Rs/ kWh)
	(MU)
	(Rs.Cr)
	(Rs/ kWh)
	(MU)
	(Rs.Cr)
	(Rs/ kWh)
	(MU)
	(Rs.Cr)

	Apr-10
	14.93
	15.38
	10.30
	4.26
	3.87
	9.09
	 
	 
	 
	19.19
	19.25

	May-10
	0.69
	0.69
	10.00
	 
	 
	 
	 
	 
	 
	0.69
	0.69

	Jun-10
	0.50
	0.18
	3.69
	 
	 
	 
	 
	 
	 
	0.50
	0.18

	Nov-10
	3.22
	3.28
	10.18
	 
	 
	 
	 
	 
	 
	3.22
	3.28

	Dec-10
	0.35
	0.31
	8.85
	 
	 
	 
	 
	 
	 
	0.35
	0.31

	Jan-11
	0.73
	0.77
	10.47
	 
	 
	 
	 
	 
	 
	0.73
	0.77

	Feb-11
	0.30
	0.47
	15.48
	 
	 
	 
	 
	 
	 
	0.30
	0.47

	Mar-11
	30.24
	35.04
	11.59
	 
	 
	 
	66.96
	80.02
	12.07
	97.20
	115.06

	Total
	50.96
	56.12
	11.01
	4.26
	3.87
	9.09
	66.96
	80.02
	12.07
	122.18
	140.02


17. Summary of the ARR, ERC and Revenue Gap for the year 2010-11.

17.1 The item wise comparison of the ARR, ERC and Revenue gap approved by the Hon’ble Commission and the actual as per the truing up petitions are as given below.

Table-51. Summary of the ARR &ERC for the year 2010-11

	Particulars
	KSERC Order
	KSEB (provisional accounts)
	Truing Up petition
	Variation         (-) decrease/ (+) increase

	
	(Rs.Cr)
	(Rs.Cr)
	(Rs.Cr)
	

	Generation Of Power
	263.17
	237.39
	237.39
	-25.78

	Purchase of power
	3439.56
	3721.59
	3721.59
	282.03

	Interest & Finance Charges
	268.29
	280.91
	280.91
	12.62

	Depreciation
	490.53
	473.43
	473.43
	-17.1

	Employee Cost
	1247.31
	1712.8
	1712.8
	465.49

	Repair  & Maintenance
	161.47
	231.85
	231.85
	70.38

	Administration & General Expenses
	68.76
	174.56
	174.56
	105.8

	Other Expenses
	10.1
	-28.39
	-28.39
	-38.49

	Gross Expenditure (A)
	5949.19
	6804.14
	6804.14
	854.95

	Less : Expenses Capitalised
	94.1
	95.84
	95.84
	1.74

	Less : Interest Capitalised
	23.24
	23.96
	23.96
	0.72

	Net Expenditure (B)
	5831.85
	6684.34
	6684.34
	852.49

	Statutory Surplus/ RoE (C)
	100
	240.71
	240.71
	140.71

	ARR (D) = (B) + ( C)
	5931.85
	6925.05
	6925.05
	993.2

	Less Non-Tariff Income
	417.13
	442.74
	442.74
	25.61

	Less : Revenue from Tariff
	 
	 
	 
	 

	   (a) With in the State
	5057.25
	5058.49
	5058.49
	1.24

	   (b) Outside the State
	0
	140.03
	140.03
	140.03

	Revenue from subsidies and grants
	 
	54.16
	 
	 

	Total Income
	5474.38
	5695.42
	5641.26
	166.88

	 Revenue Gap
	457.47
	1229.63
	1283.79
	826.32


18. Revenue gap and treatment of revenue gap

18.1 As explained in the preceding paragraphs, Hon’ble Commission vide the order dated 17th May-2010 had approved the ARR& ERC for the year 2010-11 and approved the ARR  as Rs.5931.85 crore,  ERC as Rs.5474.38 crore and revenue gap as Rs 457.47 crore for the year 2010-11. But as per the truing up petition, the ARR is Rs 6925.05 crore, ERC is Rs 5641.26 crore and the revenue gap is Rs 1283.79 crore.  This may kindly be approved. 

18.2 The Comptroller & Auditor General of India (C&AG) of India has commenced audit of accounts for the year 2001-11. Hence the truing up petitions for the year 2010-11 is prepared based on the provisional accounts.  Once the C&AG completes the audit of the accounts of KSEB for the year 2010-11 and issues certificate, KSEB may be permitted to submit the copy of the audit certificate along with the C&AG audited accounts.  In the event of any change in the C&AG audited accounts, KSEB may be permitted to revise the petition to that extent.

Prayer

KSEB request before the Hon’ble Commission that:

(1) Truing up of Expenses and Revenue as detailed in the Provisional Annual Statement of Accounts for the year 2010-11 (copy enclosed) and explained in this petition may kindly be approved, in view of the care and caution taken by the Board for carrying out the functions of the Board as a public utility  as per the statutory provisions under the Electricity Act, 2003 and also as per the directions, orders and regulations  issued by the Hon’ble Commission, policies and directions issued by the State and Central Government and other statutory bodies within the provisions of the Electricity Act-2003.
(2) The revenue gap as per the provisional accounts may be accounted as regulatory assets or any other appropriate means deemed fit to the Hon’ble Commission according to the provisions of law.

(3) Once the C&AG completes audit and certify the accounts for the year 2010-11, KSEB may be permitted to file audited accounts before the Hon’ble Commission.

Deputy Chief Engineer (Commercial)

In Charge of Chief Engineer (Commercial & Tariff)
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