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1. Introduction

      This chapter encapsulates the background information about the TCED, the project and underlines the purpose, scope and structure of this Report.
1.1   About the Report
This is the Annual Report for the financial year 2013-14.This includes the Balance Sheet, Profit and Loss account, Cash Flow Statement, Significant Accounting Policies and the Notes to Account prepared based on the accrual basis of accounting as per the records /register available with various section of the Electricity Department of Thrissur Corporation (TCED). This also contains the methodology adopted for the preparation of the annual account.
1.2 History

The Thrissur Corporation Electricity Department (TCED) is one of the 10 electricity distribution licensees in the State of Kerala, under the Electricity Act 2003. The TCED has an operational history of 77 years, starting August 1937, when the generation & distribution business of Cochin State Power & Light Corporation Ltd was purchased for Rs.5.8 Lakhs by the Thrissur Municipality.
The Trichur Power House, which was supplying power to Trichur Municipality was taken over by the Government of His Highness, The Maharaja of Cochin in April 1947, on the condition that the Trichur Municipality will be the sole distribution licensee within the town limits and all power required for distribution will be provided by the Government.
The current license area of the TCED corresponds to the administrative limits of the old Thrissur Municipality limits covering an area of approximately 12.65sq.km, even though the administrative jurisdiction of the Thrissur Corporation covers an area of approximately 101.42sq.km.

1.3 Objectives of the Report

The annual accounts prepared based on the accrual basis of accounts provides information about the performance of the TCED during the year, its assets and liabilities as on 31st March, 2014. It also provides information about the methodology adopted to prepare the accounts and accounting policies followed.

1.4 Structure of Report
This report is structured as below:
· Chapter 2 – Methodology for preparation of Financial  Statements
· Chapter 3 – Financial Statement for the year 2013-14
· Chapter 4 – Significant Accounting Policies
· Chapter 5 – Notes to the Accounts





2. Methodology

2.1   Basics of the Financial Statements 
        Being a department of Thrissur Corporation,the TCED maintain its books of accounts as per the accrual based system of accounting. The TCED prepares its annual Receipts and Payments statement on accrual basis, which is later audited by the Local Fund Audit Department. In other words, as typical to any other entity that maintains its accounts based on a mercantile accounting system, the TCED prepares its Profit & Loss Account, Balance Sheet and Cash Flow Statement at the end of the year.
        The Financial Statements for the purpose of the True Up Petition have been prepared for the purpose of complying with the KSERC’s directives and should be read and interpreted in that context.
        The accounts are on accrual basis and financial Statements have been prepared- using the format generally followed by corporate bodies in India. The format has been suitably modified based on the extent of information available with the TCED. It should be noted that TCED is not a company incorporated under The Companies Act 1956, and therefore is not required to adopt the Schedule VI format.
       Opening Balances:- The Opening Balances of Balance Sheet are primarily based on the accounts for financial year 2012-13 which are submitted to KSERC for the True up Petition. Since the Honorable KSERC, has already been passed an order for true up petition for 2012-13, the closing balances of balance sheet items were taken from the aforementioned accounts.
        Transaction for the Year:- So the accounts and the entries in the Tally forms the basis for the preparation of Financial Statements.
        As the methodology of accounting has been changed to mercantile system and the same was computerized, the balances in the Tally ERP 9 was taken as the basis for the preparation of the Truing up Petition. But the same was cross-checked with the manual accounts maintained.
        The Revenue and the items related to the revenue such as incentives, penal interest, meter rent, energy charge, power cut charge, Sec 3 Duty, Sec 4 Duty, etc. where all based on the DD Sheet.

2.2   Profit and Loss Account
       2.2.1 Revenue from Sale of Power
· For the purpose of revenue accounting on accrual basis the total billing for that year has been taken from the computerized and manual records maintained by TCED.
· Energy consumed by street lights has been included in Sale of Power and is charged to Thrissur Corporation.
· No adjustments has been made for Unbilled Revenue related to power consumed by the consumer at the year-end as TCED’s existing computerized billing system is unable to provide the necessary details. Considering the fact there has been no changes during the year in TCED’s regular billing cycle, the net impact of this on the revenue for the year may not be material.



2.2.2  Other Non-Tariff Revenues

· Other non-tariff revenue comprise of (i) Rental and Advertisement Income from Poles (ii) Interest income on Investment (iii) Penal Interest (Late Payment Charges) received from Consumers  (iv) Sale of Tender forms (v) Application Fee (vi) Sale of Scrap etc. Accrual based adjustments have been done to the all the non-tariff revenues.
         2.2.3 Power Purchase – Bulk Supply
· Power purchase – Bulk Supply received from KSEB has been accounted on accrual basis as per the total number of energy units purchased during the year from the KSEB. The power purchase amount as per payment made in the books of account has been duly adjusted for energy purchased.
2.2.4 Employees Cost
· The total amount paid towards salary & personnel expenses has been taken from the respective General Ledger Accounts. Necessary accrual adjustments have been made for March’s outstanding salary which gets paid subsequently in April.
· Accounting of Employee benefits is done as per the Significant accounting Policies and is disclosed appropriately in the notes to the Account.  

2.2.5 Repairs &Maintenance
· This head reflects revenue expenditure (in terms of actual cash payments made or inventory consumed) for Repairs and Maintenance.
· The amounts paid under the General Ledger accounts classified as Repairs & Maintenance accounts in the Receipts & Payments statement forms the basis of this account head in the Financial Statements. The following adjustments to the extent applicable have been made to the cash based amounts:
1) Value of Inventory issued for R&M works has been added to the cost of R&M.
2) Department Loss received is netted off against R&M Expenses since, Department Loss is a sort of income received against R&M Expenses incurred.
· Amount spent on Repairs and Maintenance of Street Lights is charged to Corporation current account.
        2.2.6 Interest Expense on Security Deposits
· Interest payable on security deposits received from consumer is accounted for on accrual basis. Since the interest expense for the year is actually payable only in first quarter of the next financial year, the account is shown as” interest on security deposit accrued but not due”.
       2.2.7 Administration, General and Other Expenses
· Duty payable under section 3(1) of the Kerala Electricity Duty Act is accounted based on energy billing for the year. Since the section 3(1) duty is not recoverable from consumers, it is included in the administration & general expenses, being a cost incurred by TCED in carrying out its business. Liability for section 3(1) duty shown in the balance sheet represents the difference between duty payable(based on the energy billing) and the actual cash remittance made towards settlement of duty liability. Opening liability for section 3(1) duty is based on the accounts filled for the 2012-13 True up Petition.
· The amounts paid towards miscellaneous administrative& establishment expenses (like printing, stationery, insurance, telephone & communication, legal fees etc.) have been taken from respective General Ledger accounts and to the extent payable and accrual details were available, the same have been adjusted.
· A demand has been raised by the Govt. ref. the order No. (10/11/2014, E4 (B) – 5341/13)as revenue recovery of Electricity Duty Sec 4. and it is treated as expenses.
       2.2.8 Depreciation
· The rate of depreciation has been taken as per the norms of “regulation on terms and conditions of tariff for distribution and retail sale of electricity under MYT Framework.”
      2.2.9 Provision for Bad and Doubtful Debt
· Provision for bad and doubtful debts has not been taken as expenses 







2.3    Balance sheet
    2.3.1 Investments and Interest outstanding
· TCED has invested funds in Fixed Deposits. It has its FDs in SBT, Sub Treasury, and in Urban Cooperative Bank.
· Interest for the above has been recorded as per accrual basis. Interest received can be reinvested in the corresponding FDs or can be withdrawn.
   2.3.2 Inventory
· TCED maintains manual stores ledger for all inventory items and all the inventory                transactions (opening, purchases, receipts, issues and closing) done during the year are consolidated and summarized in a “summary stock statement”. This “summary stock statement” is the basis on which accrual based inventory accounting has been done.
· The Opening balance has been taken from the last year’s Truing up Accounts.
· The issues for the year have been accounted as under:
1)  Inventory issued for the new service connections has been netted off against OYEC charges.
2)  Inventory issued for R&M works has been added to the cost of R&M.
3)  Inventory issued for capital works has been capitalized under the respective fixed assets account.
4) Inventory issued for street lights has been ignored and is not charge to TCED P&L accounts. Since the opening stock exclusive to street lights as well as items purchased for the street lights during the year were charged to “corporation current account”, the issues for street lights were ignored.
· Closing stock as per the “summary stock statement” has been adjusted as under:
1) Capital stock belonging to distribution network (i.e.    transformers, lines and conductor etc.) has been excluded from inventory valuation.
2)  Inventory items which are exclusively used for street lights have been excluded.
   2.3.3  Sundry Debtors and Provision for Doubtful Debts 
· Opening balance of sundry debtors and provision for doubtful debts is as per the accounts submitted in the 2012-13 true up petition.
· Closing balance of sundry debtors as per accounts has been calculated based on the opening balance,   billing for the year, and the collections during the year recorded in the receipts &payments general ledger account. TCED is reconciling this closing balance with the closing arrears as per the consumer records in the computerized billing system and manual registers.
· During the year, No additions have been made to the opening balance of provision for doubtful debts.
· During the year Interest on SD Payable to Consumers are charged to Sundry Debtors since those are the same ones to whom interest is accrued.
   2.3.4 Loans and advances
· Loans and advances comprises of (i) security deposits given to KSEB (ii)housing loan given to TCED’s employees(iii)pension amount paid by TCED (to its retired employees) which is recoverable from the government(iv)miscellaneous deposits with other agencies/authorities. Their opening balances have been taken as per the accounts filed for 2012-13 True up petition and /or memorandum records maintained by TCED.
 2.3.5 Owner’s Funds
· Accounts filled along with the 2013-14 true up petition showed owner’ funds under two heads – (i) Reserves & Surplus (ii) Capital Account. The Opening balances of the aforementioned accounts are from the Truing Up for the year 2012-13.
  2.3.6 Corporation current account 
· For the purpose of preparation of accounts, Thrissur Corporation is treated as a separate entity and all the transactions for the year between Thrissur Corporation and TCED are accounted under “Corporation Current account”. The transactions recorded in the corporation current account actual funds transfers, explicit transactions (i.e. where TCED has billed Thrissur corporation or vice-versa) and as implicit transactions (i.e. where TCED has incurred expenses on behalf of Thrissur corporation or vice-versa) the net balance in corporation current account is shown in either under Loans & advance (in case of amount is received from corporation) or under current liabilities (in case amount is payable to corporation).
· By corporation current account, TCED’s accounts have been completely ring –fenced and its Profit &Loss has been shielded from transactions which are not a part of distribution licensee’s business
· Corporation Current Account in the current period includes ;
1) Loan To General Section- The opening balance is  from the Truing Up for the period 2012-13.
2) Rent Payable on Office Building- The rent payable is not shown as Current Liability but charged to Corporation Current Account.
3) Electrical Installation on Office Building- As the building does not belongs to TCED the electrical installation to the building is not shown as an asset but charged to Corporation Current Account.
4)  Street Lights and its R&M - As the Street lights are only maintained by the TCED the additions to Streetlights cannot be capitalized. Hence its R&M cannot be shown as expense. So these items are shown under Corporation Current Account.
2.3.7 Consumer Contribution towards Capital Works
· The opening balance of consumer contribution represents amount collected from consumers till 31st March 2013 as contribution for capital works and OYEC .The opening balance of consumer contribution has been taken from the accounts filed for 2012-13 True  up petition .
· As per the accounting policy adopted from the year 2011-12 ,consumer contribution that is attributable to specifically identifiable capital assets has been netted of against the cost of such capital assets. 
· Contribution received from consumers towards capital works, service connection (OYEC) and other purposes during the year is accounted as per the significant accounting policies and disclosures to the notes to the accounts.
2.3.8 Security deposits
· The opening balance of security deposits has been taken from the Truing up Petition filed for 2012-13 true up petition.
· Security Deposits received during the year only includes Security Deposits from Consumers.
2.3.9 Liability for Unpaid Interest on Security Deposit
· Liability for unpaid interest (for the financial year 2013-14)has been recognized based on the difference between opening balance of” interest on security deposit accrued but not due” and the amount of interest actually paid during the year.
2.3.10 Liability for Duties & Surcharge
· Duty payable under section 4 of the Kerala electricity duty act and surcharge (thermal/fuel and HT) payable is accounted for based on the energy billing for the year. 
· Liability for duty & Surcharge represents the difference between duties and surcharge payable (based on energy billing) and actual cash remittance towards settlement of duties and surcharge liability. Opening balance for duties and surcharge is based on the account filed for the 2012-13 true up petition.
· During the year an additional liability of Rs.7.52 Lakhs has incurred because of Revenue Recovery Action from the side of Govt. (10/11/2014, E4 (B) – 5341/13) as part of Sec 4.

2.3.11 EMD

· Opening balance for the EMD/SD Contractors are as per the account filed for the 2012-13 true up petition.
· EMD during the year includes the collection and remittance to the vendors.
2.3.12 Sundry creditors/provisions
·  To  the extent of information available with TCED, accrual adjustments has been made on      the respective expenditure accounts and corresponding liability/provision has been shown in balance sheet.
2.3.13 Opening balance of fixed assets and accumulated depreciation
· The fixed asset schedule included in the 2012-13 True Up petition has to be taken as the starting base. But there rises a difference in the schedule with the Fixed Asset Register. As the balance in the register is derived after the scrutiny and the adjustment of Consumer Contribution the Fixed Asset Register was taken as the base for Fixed Asset Schedule.
· The opening balance of accumulated depreciation is also from the Fixed Asset Register due to the aforementioned reason. Rates used for incremental depreciation and any other adjustments have been disclosed in the significant accounting policies and notes to accounts.
2.3.14 Fixed Assets capitalized during the Year
· Capitalization during the year has been done on the following basis;
1) Major Capital Works for which details of assets, their cost and date of commissioning was capitalized as per their date of commissioning.
2) Purchase Basis – Other Capital item which belong to the Distribution Network (i.e. Transformers, Meter and Poles etc.) have been capitalized on the basis of purchase.
3) Store Issues basis – Other items which can be used for Repairs & Maintenance works as well as Capital works are capitalized based on the purpose for which they were issued from  Stores i.e. they are capitalized only when the Stores issues for such items are for the purpose of Capital Works.
· Amount of Consumer Contribution received for specifically identifiable Capital Assets is netted off against the cost of such Capital Assets. 
· As the accounts are based on accrual basis the amount payable to the suppliers of the fixed asset have been recorded by the ledger Purchase Bill Pending Payment Account.
2.3.15 Capital Work in Progress
· Neither further addition nor completion of work was accomplished.

2.4    Conclusion
· To conclude TCED has taken very systematic and detailed exercise to review the balances in their opening balance as on 1st April 2013, TCED has also carried out an overall scrutiny of same to ensure fair presentation of its financial performance and financial position
· With the objective of making adequate disclosures on the basis followed and adjustments made in preparation of accounts, notes to accounts have been appended.







3. Aggregate Revenue Requirement

  The aggregate revenue requirement for FY 2013-14, based on actual expenses incurred is presented in this section of truing up petition. Expenses being claimed are on the basis of the financial statements prepared as per methodology explained in Chapter 2 of this petition. Further, legitimate claims of the TCED on the basis of regulatory principles have also been considered.

3.1 Sales
· In the ARR petition for FY 2013-14 submitted by TCED, the estimated sales for the year were 128.18MUs. The Honorable Commission had approved the same in its order.
· Further, the Honorable Commission had estimated sales of 4.51 MUs to streetlights in FY 13 and approved total sales of 4.51 MU for the year.
· The actual sales for FY 14 are approximately 116.70 MUs. And the details of the category-wise sales and revenue realized are given in Annexure 1 – Annual Demand Statement.







· The summary of the category-wise sales is presented below;
	            Actual Sales for FY 14
	Consumer Category
	TCED proposed in ARR Petition
	KSERC Approved
	TCED True-UP

	
	Consumers
	Sales [MUs]
	Consumers
	Sales [MUs]
	Consumers
	Sales [MUs]

	Domestic
	20109
	41.15
	19667
	41.16
	19786
	33.24

	Non-Domestic
	15859
	77.70
	15588
	77.40
	15329
	42.05

	Agriculture
	400
	0.08
	389
	0.08
	305
	0.08

	Industry
	930
	4.74
	787
	5.03
	596
	3.44

	Street Lighting
	8812
	4.51
	195
	4.51
	24
	2.19

	HT
	
	
	
	
	85
	35.70

	Total
	46110
	128.18
	36626
	128.18
	36125
	116.70



· From the table, it is seen that the number of consumers has reduced from that projected in the ARR petition.
· The decrease in total sales is primarily on account of decreased consumption by non-domestic category consumers.
· Therefore there is an increase in total sales of approximately 11.48 MUs, and we request Honorable Commission to approve the same.
3.2 Losses
· In the ARR for FY 2013-14, TCED had projected losses of 8%. However, in its order for FY 2013-14, the Honorable Commission had approved the same.
· Based on actual sales & power purchase, the actual loss for FY 2013-14 works out to 12%, which represents out performance of 4% by TCED for the year.


	Particulars
	TCED Proposed in ARR Petition
	KSERC Approved
	Claimed by TCED in True-UP

	Power Purchase [MU]
	139.09
	139.09
	132.08

	Sales [MU]
	128.18
	128.18
	116.70

	Losses [%]
	7.84%
	7.84%
	11.64%



· As per the clause 9(3) of the KSERC (Terms & Condition of Tariff for Retail sale of Electricity) Regulation 2006, TCED is bound to share a portion of the gains resulting from achieving higher loss reduction vis-à-vis the target set. However, the proportion of sharing is not specified in the regulation.
· We request the Honorable Commission to approve the actual loss incurred for FY    2013-14 at 11.64% recognize the underperformance of 4% and decide on the sharing of the loss on account of this underperformance between TCED and Consumers.
· We propose that the sharing be done in 1:1 ratio.
· As TCED is finding difficulties to limit the distribution losses to the target set by the commission, it has approached Kerala State Productivity Council for a detailed Energy Auditing. They have already initiated the procedures for the same. Within six months they will accomplish the task. The report will be submitted before the commission soon after its receipt. Therefore it is humbly prayed not to take any harsh decisions against TCED.


3.4 Power Purchase Cost
· In its petition on ARR for FY 2013-14, TCED had proposed power purchase cost of Rs.8526.08 Lakhs for purchase of 139.09 MU.
· In its Order approving the ARR of TCED for FY 2013-14, the Honorable Commission had approved Rs.8526.08 Lakhs towards power purchase cost for purchase of 139.09 MUs.
· The actual power purchase cost for FY 2013-14 works out to Rs.6917.33 Lakhs for purchase of 132.08 MUs of power.
· Decrease in power purchase cost is on account of the decrease in the purchase cost of a single unit by Rs.0.89.
· We humbly request the Honorable Commission to approve the total power purchase of 132.08 MUs and the corresponding power purchase cost of Rs.6917.33 Lakhs.

3.5  Interest & Finance Charges
· In its petition on ARR for FY 2013-14, TCED proposed an interest & finance charge of Rs.60.00 Lakhs but the Honorable Commission had approved only Rs.45.03 Lakhs towards the same.
· The actual interest and finance charge for FY 2013-14 calculated on the accrual basis comes to Rs.130.18 Lakhs.
· Total amount paid in this FY 2013-14 amounts to Rs.37.86 Lakhs, which pertains to previous year.
· We request the Honorable Commission to approve the interest & finance charges for FY.2013-14 at Rs.130.18 Lakhs.

3.6   Depreciation 
· In its ARR petition for FY 2013-14 TCED had projected depreciation as Rs.250.20 Lakhs and the Honorable Commission had approved Rs.269.67 Lakhs.
· The opening balances of accumulated depreciation as well as gross fixed assets has been taken from the fixed asset register that has been prepared after the preparation of preliminary truing up petition for the FY 2013-14.
· Depreciation has been calculated for FY 2013-14 on the basis of rates notified by the Honorable Commission in the KSERC (Terms &Conditions of Tariff for Distribution & Retail Sale of Electricity under MYT framework) Regulation 2006.
· The Honorable Commission’s attention is drawn to the following aspects relevant to calculation of depreciation;
1) Depreciation is calculated annually based on straight-line method over the useful life of the assets.
2) The residual value of all the assets is considered as 10%.
3) Fixed Assets capitalized during the year are depreciated at 50% of the normal rates of depreciation.
· By following the above policies TCED has arrived at a total depreciation of Rs.104.17 Lakhs.

· We request the Honorable Commission to approve the depreciation for the year as Rs.104.17 Lakhs.



3.7    Employee Cost
· In its ARR petition for FY 2013-14 TCED had projected employee cost of Rs.1,047.00 Lakhs but the Honorable Commission had approved only Rs.831.28 Lakhs.
· The total employee cost for FY 2013-14 accounted on accrual basis works out to Rs.1,217.05Lakhs as below;
	Particulars
	TCED Projection
	KSERC Approved
	FY 14

	Salary
	820.00
	660.00
	758.86

	Overtime 
	7.00
	-
	-

	Wages
	8.20
	8.20
	29.68

	Pension Contribution
	120.90
	101.15
	351.89

	Bonus
	4.00
	2.94
	-

	Others
	3.90
	3.13
	8.45

	Medical Expense
	2.00
	0.02
	-

	Earned Leave Encashment
	70.00
	55.00
	68.17

	Staff Welfare Expenses
	11.00
	0.84
	-

	Salary Arrears
	
	
	-

	Grand Total
	1,047.00
	831.28
	1,217.05



· We request the Honorable Commission to approve the employee expenses for FY 2013-14 at Rs.1217.05 Lakhs.
3.8    Repairs & Maintenance
· In its ARR petition for FY 2013-14 TCED had projected expenses of Rs.201.45Lakhs, but the Honorable Commission had approved Rs.133.94 Lakhs.
· The total Repairs & Maintenance expenses for FY 2013-14, accounted after following the significant policies works out to 176.25 Lakhs.
Repair & Maintenance Expenses for FY 2013-14
	Particulars
	FY 2013-14

	Store Consumption
	164.62

	Other R & M Cost
	11.63

	Street Light R & M
	Charged to Corporation Current A/c

	Total
	176.25



· We request the Honorable Commission to approve the R & M expenses for FY 2013-14 at Rs.176.25 Lakhs.
· A provision of 150 Lakhs is made for the remittance of CVP which may occur due to Pension Revision based on Pay Revision.
 3.9    Administration & General Expenses
· In its ARR petition for FY 2013-14  TCED had projected Rs.320.01 Lakhs and the Honorable Commission had approved only 196.82 Lakhs.
· Considering all the policies mentioned in the Significant Policies and the notes, theA&G expenses for the FY 2013-14 works out to Rs.1063.30 Lakhs. as shown below:
	Particulars
	FY 2013-14 (Lakhs)

	Administration & general Expenses
	70.62

	Section 3 Duty
	68.23

	Demand for Section 4 Duty
	752.40

	Rent for the Year
	172.03

	TOTAL
	1,063.30



· We request the Honorable Commission to approve the A&G expenses for FY 2013-14 as Rs.1063.30 Lakhs.
3.10 Other Debits
· In its ARR petition for FY 14, TCED had projected the provision for doubtful debts as Rs.10.00 Lakhs under other debits but didn’t get approved by the Honorable Commission. Hence we have not provided it in the actuals. 
3.11 Return on Capital Base
· As per KSERC (Terms and Conditions for determination of Tariff) 2014 dated on 14-11-2014,Return on Capital is computed at the rate of  3% on Net Assets at the beginning of the year less consumer contribution.
· Considering the above norms, return on capital base for the FY 2013-14 works out to Rs.70.25 Lakhs.
·  We request the Honorable Commission to approve the Return on Capital for FY 2013-14 as Rs.70.25 Lakhs.
 
3.12  Gross Aggregate Revenue Requirement
· Therefore, the gross ARR for TCED for FY 2013-14 is Rs, 9678.59 Lakhs.
	
	ARR
	Approved
	True-Up

	Power Purchase Cost
	8526.08
	8526.08
	6917.33

	I & F
	60.00
	45.03
	130.18

	Depreciation
	250.20
	269.67
	104.17

	Employee Cost
	1047.00
	831.28
	1217.05

	R & M
	201.45
	133.94
	176.25

	A & G
	320.01
	196.82
	1063.36

	Other Debits
	0.10
	-
	-

	Return on Capital
	346.81
	10.00
	70.25

	Gross ARR
	10761.55
	10012.82
	9678.59



· We request the Honorable Commission to approve the gross ARR for FY2013-14 at Rs.9678.59 Lakhs.

4. Revenue &(Gap) / Surplus for FY 2013-14
4.1    Non-Tariff Income
· In its ARR Petition for FY 2013-14, TCED had projected non-tariff income of Rs.262.95 Lakhs  and the Honorable Commission had approved the same.
· The non-tariff income as per the accounts prepared for the FY 2013-14 comes toRs.907.26 Lakhs as shown as below:
	Particulars
	FY 14 (Rs.)

	Interest Income
	

	Interest Income on Deposits with Banks
	5,10,02,242

	Interest Income on Security Deposit with KSEB
	48,32,502

	Penal Interest Income (Late Payment Charges received)
	65,43,960

	Total Interest Income
	6,23,78,704

	Other Income
	

	Collection Charges on Section 4 Duty and HT Surcharge
	7,17,187

	Income from Poles - Rent and Advertisement
	37,28,650

	OYEC Charges
	-

	Anti-Power Theft Squad Penalty
	45,05,749

	Miscellaneous Income
	1,28,19,706

	Meter Rent
	65,76,440

	Total Other Income
	2,83,47,732

	Total Non-Tariff  Income
	9,07,26,436



· We request the Honorable Commission to approve the non-tariff income for FY 14 as Rs.9.07 Crs.

4.2     Revenue from Tariff
· The total sale for the year is 116.70 MU.
· As per DCB shown in Annexure 1 – Annual demand statement, the total revenue from charges accruing to TCED is Rs.8589.51 Lakhs.
· We request the Honorable Commission to approve the revenue from tariff for FY 2013-14 as Rs.8589.51 Lakhs.

4.3     (Gap) / Surplus for FY 2013-14
· Based on actual gross ARR, NTI & ERC for FY 2013-14 is as shown below
			Particulars
	ARR Projected
[Lakhs]
	Approved
[Lakhs]
	Actual
[Lakhs]

	Gross ARR
	10761.55
	10012.82
	9678.59

	NTI
	262.95
	262.95
	907.26

	Net ARR
	10498.60
	9749.87
	8771.33

	ERC
	7523.00
	7943.51
	8589.51

	(Gap) / Surplus
	(2975.60)
	(1806.36)
	(181.82)



· We request the Honorable Commission to approve the gap for FY 2013-14 asRs.181.82 Lakhs, and consider this in the ARR for FY 2015-16.




5. Prayer

5.1    The TCED respectfully prays to the Honorable Commission to
i) Admit this petition for preliminary true-up of FY 2013-14
ii) Consider the methodology adopted for preparing the accounts of TCED for FY 2013-14 on commercial accounting principles, and accept the accounts prepared, subject to final True-up based on audited accounts.
iii) Approve the NTI & ERC for FY 2013-14 as per accounts prepared and regulatory requirement.
iv) Provisionally approve the gap for FY 2013-14 Rs.181.82 lakhs And consider this in finalizing the ARR for FY 2015-16.
v) Pass any other Order as the Honorable Commission may deem fit and appropriate under the circumstances of the case and in the interest of justice.
5.2     The Petitioner declares that the subject matter of the petition has not been raised by the Petitioner before any other competent forum, and that no other competent forum is currently seized of the matter or has passed any order in relation thereto.         

Place:                                                          Signature of Petitioner                                               Dated:
7.2.    SIGNIFICANT ACCOUNTING POLICIES FORMING PART    OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31 2014

7.2.1.Background and Basis of the Financial Statements
· Electricity Department of Thrissur Corporation (TCED) is a part of the Thrissur Corporation which is a Local Authority, TCED is responsible for distribution and supply of electricity to all the classes of consumers within the municipal (geographical) limits of old Trichur Municipality. TCED is governed by the Electricity Act 2003,as a deemed licensee.
· The Financial Statements have been prepared using the formats generally followed by corporate bodies in India. The formats have been suitably modified based on the extent of information available with the TCED. It should be noted that the TCED is not a Company incorporated under the Companies Act 1956, and therefore is not required to adopt the Schedule VI Format.
· The Financial Statements for the purpose of the true Up Petition have been prepared for the purpose of complying with the KSERC’s directives and should be read and interpreted in that context.
7.2.2 Opening Balances: - The Opening Balances of Balance Sheet are primarily based on the accounts for financial year 2012-13 which are submitted to KSERC for the True up Petition. Since the Honorable KSERC, has already passed an order on true up petition for 2012-13, the closing balances of balance sheet items were taken from the aforementioned accounts.
7.2.3 Transaction for the Year :- So the accounts and the entries in the Tally forms the basis for the preparation of Financial Statements
7.2.4  Revenue Recognition
(i) Revenue from Sale of Power
a. Revenue from Sale of Power is as per the tariff fixed by the concerned authority.
b. Revenue from Sale of Power is accounted for on the basis of demand bills raised on the consumers of the TCED.
c. Revenue from Sale of Power is recognized net of duties and payables to the concerned authorities.
(ii)Interest Income on investment, Income from rent and advertisement on poles, Penal Interest (late payment charge) received from consumers and Other Charges received from customers (like Application charge, OYEC Charge) are accounted for on accrual basis.
7.2.5 Consumer Contribution
As per the accounting policy adopted from the year 2012-13 Consumer Contribution that is attributable to specifically identifiable Capital Assets has been netted off against the cost of such Capital Assets and hence the addition to gross block in the year 2013-14 does not contain assets funded by consumers contribution. Contribution received from consumers towards capital works, service connection (OYEC) and other purpose is accounted for in the following manner:-
1. Consumer Contribution for OYEC (Own Your Electricity Connection) charge. The amount of OYEC which is attributable to assets\ items used for new service connection is netted off against the material issued for such items. Balance amount in OYEC account is treated as other / miscellaneous income and taken to Profit & Loss Account.
2. Consumer Contribution for CapitalAssets – Amount of Consumer Contribution received for specifically identifiable Capital Assets is netted off against the cost of such Capital Assets.
3. Other Consumer Contribution – Amount of Consumer Contribution which cannot be directly attributed to Capital Expenditure is treated as other income / miscellaneous income and taken to Profit &Loss Account.
7.2.6  Fixed Assets
(i) Accounting Policies relating to Cost of Acquisition 
      a) The opening of the Fixed assets has been taken from the truing up petition of the year    2012-13.
b) Any addition to or improvement to the fixed asset that result in increasing the utility or useful life of the asset is capitalized and included in the cost of fixed asset.
c) Fixed Asset for which Consumer Contribution is specifically identifiable is capitalized on net basis i.e. after adjusting / netting off the amount of consumer contribution. 
(ii) Accounting Policies relating to Capitalization
A) Capitalization during the year has been done on the following basis:-
i) Major Capital Works for which details of assets, their cost and date of commissioning was available, were capitalized as per their date of commissioning.
ii)  Purchase Basis – Other Capital item which belong to the Distribution Network (i.e. Transformers, Meter and Poles etc.) have been capitalized on the basis of purchase.
iii) Store Issues basis – Other items which can be used for Repairs & Maintenance works as well as Capital works are capitalized based on the purpose for which they were issued from  Stores i.e. they are capitalized only when the Stores issues for such items are for the purpose of Capital Works.
(iii) Retirement  & Disposal – For the year 2013-14, Fixed Asset are eliminated from the financial statement, either on disposal or on retirement from active use or on becoming redundant. Generally, such assets are disposed off thereafter as per the policy of the department.
7.2.7  Depreciation
The KSERC has notified the rates of depreciation  on fixed assets with effect from 12th October 2006 as per notification No.1 /1/KSERC – 2006/XVI under the “ regulation on terms and conditions of tariff for distribution and retail sale of electricity under MYT Framework “ and the same have been adopted by the department in calculating the depreciation on fixed assets.
Based on the aforementioned regulations, depreciation is calculated at the following rates:-
	Descriptions of Assets
	Rate of Depreciation

	Land Development
	0.00%

	Building
	1.80%

	Underground  Cables
	2.57%

	Plant and Machinery
	3.60%

	Overhead Lines
	3.60%

	Office Furniture and Fittings
	6.00%

	Office Equipment
	6.00%

	Vehicles
	18.00%



(i) Depreciation is calculated annually based on straight line method over the useful life of the asset.
(ii) The residual value of the entire asset is considered as 10%.
(iii) Fixed assets capitalized during the year are depreciated at 50% of the normal rates of depreciation.
7.2.8  Capital Work in Progress
      Capital Work in Progress has not been increased and not been charged to Fixed Capital.
7.2.9 Inventory
(i) Inventories, stores and spares are valued at cost, which is determined based on” last purchase price” i.e. the cost at which the item was last purchased.
(ii) Inventories issued to the sections for Capital works or R&M works are debited to CWIP/R&M at the time of issue.
7.2.10 Employee Cost and Retirement Benefits.
(i)  Salary and other employee costs are recognized on accrual basis
(ii) Pension disbursement made by TCED (out of its own fund) to retired employees is accounted as Loans &Advances receivables from Government and is not included in Employee Cost.
iii)   There arises an revision of pension and it has been included in the employee cost of Rs,150.00 Lakhs. 
(iii) Payment made to employee towards special duties done on direction of (or on behalf of) Thrissur Corporation are charged to Corporation Current Account and is not included in Employee Cost.

7.2.11 Provision for Bad and Doubtful Debts
(i) Opening balance – The closing balance of provision for bad and doubtful debts (as on 31-3-2013) shown in accounts filed for 2012-13True Up has been retained in the accounts for 2013-14.
(ii) For the Year - No provision for bad and doubtful debts has been made in the accounts for 2013-14.
7.2.12  Power Purchase – Bulk Supply
Power Purchase – Bulk Supply costs are accounted based on the total number of energy units purchased during the year from the KSEB.
7.2.13  Interest Payable on Consumer Security Deposits
(i) Interest payable on Security Deposits received from Consumers is accounted for on accrual basis. Since the interest expense for the year is actually payable only in first quarter of the next financial year,the amount is shown as “interest on security deposit accrued but not due.
(ii) Liability for unpaid interest (for the financial year 2013-14 has been recognized based on the difference between opening balance of “ interest on security deposits accrued but not due” and the amount of interest actually paid (adjusted in billing) during the year. However the specific consumers to which has not been paid is currently undeterminable.
7.2 14  Transactions with Thrissur Corporation
Thrissur Corporation is treated as a separate entity and all the transactions for the year between Thrissur Corporation and TCED are accounted under “Corporation current account”. The transactions recorded in the corporation current account actual funds transfers, explicit transactions(i.e. where TCED as billed Thrissur corporation or vice-versa)and as implicit transactions (i.e. where TCED as incurred expenses as behalf of Thrissur corporation or vice-versa)the net balance in corporation current account is shown in either under Loans & Advance(in case of amount is received from corporation)or under current liabilities (in case amount is payable to corporation).
7.2.15  Streetlights
As street lights are not a part of distribution licenses business, they are segregated from TCED’s normal transaction in the following manner:-
(i) Amount spent on purchase of items / inventory related to streetlight and & R&M of Streetlights is charged to Corporation Current A/c and not to R&M.
(ii) Inventory items which are exclusively used for streetlights are excluded from valuation of closing stock.
(iii) Estimated energy consumed by streetlights is added to the revenue from the sale of power and charged to Corporation Current A/c.
7.2.16  Duties and Charges
(i) Duty payable under section 4 of the Kerala electricity duty act and surcharge(thermal/fuel and HT) payable is accounted for based on the energy billing for the year. Liability for duty &surcharge represents the difference between duties and surcharge payable (based on energy billing)and actual cash remittance towards settlement of duties and surcharge liability.
(ii) Duty payable under Sec 3(1) of the Kerala Electricity Duty Act is accounted for based on energy billing for the year. Since the Sec 3(1) duty is not recoverable from consumers, it is included in Administration and general expenses, being a cost incurred by TCED in carrying out its business. Liability for Sec3(1) duty shown in the balance sheet represents the difference between duty payablebased on energy billing and the actual coast remittance made towards settlement of duty liability.
7.2.17  Use of Estimates
The preparation of financial statements requires the management of department to make estimates and assumptions that affect the reported balance of assets and liabilities revenue and expenses and disclosures relating to the contingent liability. The management believes that the estimates used in preparation of the financial statements are prudent and reasonable. Future results could differ from these estimates. Any revision to accounting estimates is recognized prospectively in the current and the future periods











7.3.NOTES FORMING PART OFTHE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31 2014

7.3.1 Basis of preparation
(i)Opening Balances: - The Opening Balances of Balance Sheet are primarily based on the accounts for financial year 2012-13 which are submitted to KSERC for the True up Petition. Since the Honorable KSERC, has alreadypassed an order on true up petition for 2012-13, the closing balances of balance sheet items were taken from the aforementioned accounts.
(ii) Transaction for the Year: - The accounting system is computerized and the accounts are maintained in the Tally ERP 9.Sothe accounts and the entries in the Tally forms the basis for the preparation of Financial Statements.
7.3.2 Capital Account
Accounts filed along with the 2012-13 True Up Petition showed Owner’s Fund under two heads (i) Reserves & Surplus (ii)Capital Account.
The Closing balances of Reserves & Surplus and Capital Account in 2012-13 True up Petition forms the base for the current year’s True up Petition.
7.3.3 Consumer Contribution
· As per the Accounting Policy adopted from the year 2011-12 Consumer Contribution that is attributable to specifically identifiable Capital Assets has been netted off against the cost of such Capital Assets.
· Amount of Consumer Contribution netted off (against Capital Assets) during the year is Rs.18.71Lakhs. This includes Rs.18.71 Lakhs of OYEC charges netted off against Inventory issued for new service connection 
· Consumer Contributed Fixed Asset includes mainly transformers and the detailed list is shown below;
	Asset Description
	Nos
	Rate
	Amount

	100KVA
	1
	1.43
	1.43

	160KVA
	7
	2.39
	16.73

	200KVA
	1
	2.40
	2.40

	250KVA
	7
	2.50
	17.5

	400KVA
	2
	3.00
	6.00

	500KVA
	2
	3.50
	7.00

	TOTAL
	20
	
	51.06



7.3.4  Fixed Assets
 (i) Opening Balances:
The Opening Balance of Fixed Assets and Accumulated Depreciation are on the basis of Fixed Asset Register completed after the preparation of last Truing Up. Since the figures in the Fixed Asset Register was derived after the scrutiny and the adjustment of consumer contribution it has got better accuracy.
Opening Balance of Capital Work in Progress (CWIP) has been determined based on details of 2012-13 True up Petition.As per the information available the Opening balanceof CWIP was created to include payments made (during prior financial years) to KSEB for construction of 33KV Sub-Station and neither further additions nor completion were accomplished.


(ii) Capitalization during the Year:
a) Rs.1.06 Lakhs has been capitalized as apart of 110KV substation.

b) Rs.4.23 Lakhs has been capitalized as apart of Computer in the current period.

c) Rs.2.25 Lakhs has been capitalized in the account of Furniture and Fittings.

d) Rs 4.24 Lakhs has been capitalisedin the account of Office Equipment.

e) A new head of meter has been created in the current year, and an amount of Rs109.63 Lakhs has been capitalized in the current year, in which Rs 36.60 Lakhs is in terms of Purchase Bill Pending Payment. There comes an amount of Rs 17.02 Lakhs as returns as per store data in the current year.

f) Another head of Steel Post is separated and an addition of Rs.12.94 Lakhs is capitalized in the account..

g) Finally, Rs.6.16 Lakhs were capitalized on the basis of Vehicles. 
7.3.5 Inventories
                      The opening balance were extracted from the Truing up Petition for the 2012-13.
(i)Transactions during the Year
(i) Rs.20.29 Lakhs worth items were purchased during the period 
(ii) Rs.18.71 Lakhs worth items issued for new service Connection were netted off against Consumer Contribution.
(iii) There was a return of Rs.20.82 Lakhs in the current period to the stores. 
(iv) The fixed assets such as Steel post, Transformers, Meterhas been capitalized directly at the time of purchase itself
(ii)Closing Inventory
             Value of closing inventory does not include (i) Capital items belonging to “Available to Use’ category (ii) Items exclusively attributable to Street lights
Table showing details of Inventory capitalized, consumed and charged to Corporation Current Account:
	Sr.No
	Particular
	2013-14
	2012-13

	5.1
	Inventory Capitalized during the Year
	20,29,075
	54,05,475

	5.2
	Street Light – Capital item
	
	

	
	Charged to Corporation Current Account
	-
	20,36,685

	
	Capitalized in 2011-12
	-
	-

	5.3
	Street Lights – Repairs & Maintenance
	-
	-

	5.4
	Inventory issued for New Connection
	
	

	
	Adjusted to OYEC Charges in 2012-13
	18,70,986
	34,81,744

	
	Charged to R&M in 2011-12
	-
	-

	5.5
	Inventory Issued for Repairs and Maintenance
	159,67,509
	94,05,019

	5.6
	Returns to Stores
	20,82,251
	-

	
	Balance as per Closing 
	10,83,657
	1,48,10,827



7.3.6 Sundry Debtors
(i) Energy Demand collected during the year amounts to Rs.9815.05 Lakhs of which Rs.36.64 Lakhs pertains to the interest payable on SD to the Consumers which is settled off with the amount which is due from them.

(ii) As indicated in the Significant Accounting Policies, no provision for doubtful debts has been created during 2013-14.
7.3.7 Loans & Advances
(i)      Loans and Advances include Rs.1,257 Lakhs receivable from Government on account of the pension distributed by TCED to its retired employees.
7.3.8 Interest Income
(i)   Interest Income includes interest income from bank, interest income from SD with KSEB, Interest from FD and Penal Interest income
(ii)  All the aforementioned interest incomes are recorded on     accrual basis.
(iii)   There accrues a 9.5% interest income monthly on Fixed    Deposit of TCED.
(iv)   There accrues a 6% interest income monthly on SD with KSEB.
7.3.9  Corporation Current Account
In 2013-14, except for energy consumed by Thrissur Corporation’s buildings, all transactions (explicit and implicit) between TCED and Thrissur Corporation have been recorded in the Corporation Current Account.Details of the transactions are as under:-
	Sr. No.
	Transaction Details
	Amount (Rs. Lakhs)

	A
	Opening Balance  as on 01/04/2013
	530.25

	B
	Amount Payable to Thrissur Corporation
	268.78

	B.1
	Professional Tax paid adjusted to Loan to General Section
	(3.24)

	B.2
	Rent on Land & Building charged by Corporation to TCED for 2012-13
	172.03

	B.3
	Fund Received from Thrissur corporation 
	100.00

	C
	Amount Receivable from Thrissur Corporation
	94.59

	C.1
	Repairs and  Maintenance of Street Lights(including vehicle hire charge for vehicles used in R&M of Street Lights)
	90.79

	C.2
	Amount Receivable under Pooram Duty and works
	3.80

	D
	Net Balance of corporation Current Account (Payable to Thrissur Corporation)
	[bookmark: _GoBack]704.45





7.3.10 Security Deposits received from Consumers and Unpaid     Interest on Security Deposits
(i)    Opening balance of Security Deposits received from Consumers and the unpaid as well as accrued interests are taken on the basis of the accounts filed for 2012-13 True up Petition.
(ii)   This year paid interest on Security Deposits includes Rs.37.86 Lakhs.
(iii) Interest for the period is actually payable only in first quarter of the next financial year, so the amount is shown as “interest on security deposit accrued but not due”.
7.3.11 EMD
(i)   Opening balance of EMD is taken on the basis of the accounts filed for 2012-13 True up Petition.
(ii)   This year payment to vendors and the collections from them are recorded.
(iii)  The store items transferred to them as inventory are also typically recorded.
7.3.12  Revenue from Sale of Power
       The units of energy consumed by the street lights are 2.19MU and the demand total for the period amounts to Rs.70.40 Lakhs against streetlights.
7.3.13 Other Income
        Other income also includes Sale of old Material amount to Rs.6 Lakhs, Power Allocation cost of Rs.0.12 Lakh, Processing Fee of Rs.3.55 Lakhs, etc. 
       Supervision Charge is of Rs.32.46 Lakhs.
       Meter rent is of Rs.65.76 Lakhs and an amount of Rs.45.06 lakhs is against Anti Power Theft Squad Penalty.
        Income from Poles is of Rs.37.29 Lakhs.

7.3.14 Employee Cost
       During the year 2013-14 TCED has accrued 758.86 lakhs which is 10% more than previous period.
       Pension Contribution has been accrued 151.89 Lakhs and an revision of Rs 200 Lakhs has been accrued this period.
       Earned Leave Encashment has been accrued of Rs.68.17 Lakhs.
       Stipend & Daily Wages paid in the year is Rs.29.68 Lakhs.

7.3.15 Other Matters
       As the accounting has been computerized the accounts in the tally is taken as the basis for the preparation of Final true Up Petition.
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