BEFORE THE HONOURABLE KERALA STATE
ELECTRICITY REGULATORY COMMISSION AT

THIRUVANANTHAPURAM

Filing No: /2018

Case No:

IN THE MATTER OF: Application for approval of the Aggregate
Revenue Requirement and Expected
Revenue from Charges under MYT
Framework for the control Period from FY
2018-19 to 2021-22

And
IN THE MATTER OF: Thrissur Corporation Electricity

Department Thrissur.

The petitioner named above respectfully submits as under:

1.

This application for approval of the Aggregate Revenue Requirement
(ARR) and the Expected Revenue from Charges (ERC) for the years
2018-19,2019-20,2020-21 and 2021-22 under MYT Framework is
filed before the Hon’ble Kerala State Electricity Regulatory
Commission, (herein after referred to as the Commission), in
accordance with the provisions of the KSERC (Terms and
Conditions for Determination of Tariff) Regulations, 2018.

This application has been prepared as per the terms and conditions
for determination of tariff under Section 61 of the Electricity Act,
2003 and the KSERC (Terms and Conditions for Determination of
Tariff) Regulations, 2018 issued by the Hon’ble Commission.

Background

3.

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 75
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 then Thrissur Municipality. The
Trichur Power House, which was supplying power to Trichur
Municipality was taken over by the Government of His Highness,
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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 12.65 sq km,
even though the administrative jurisdiction of the Thrissur
Corporation covers an area of approximately 101.42 sq km.

4. As mentioned earlier, the electricity distribution business of the
Thrissur Corporation has been operative since 1937, and 100%
electrification was achieved on 30 April 2010, and this achievement
has been maintained over the years since, marking achievement by
the TCED of one of the key aims of the guiding policies for the
electricity sector. Further, in response to the changed legal &
regulatory environment, the TCED is making earnest efforts to
adapt to the new requirements. As part of the efforts to improve
operational efficiencies and deliver improving levels of customer
service, several technical and administrative decisions have been
implemented.

5. Though the TCED has been statutorily enjoined to function as a
commercial institution, it continues to function mainly as service
oriented institution by providing infrastructure facility, reliefs and
concessions to other sectors like industry, agriculture and so on.
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Aggregate Revenue Requirement for the Control Period.

(in Lakhs)
Description FY 2016-17 FY 2018-19 FY 2019-20 FY 2020-21 |[FY 2021-22
P (Actuals) |(Projected) |(Projected) |(Projected) | (Projected)
Aggregate
A Revenue 11364.10 12868.71 13516.08 14260.51 14851.35
Requirement
p| Non-tariff | g5, -y 732.68 725.69 719.25 713.38
Income
c| Revenuefrom| 150 70 11191855 [12207.60 |12676.83 |13055.97
sale of power
D| Total income | 12014.49 12651.23 13023.38 13396.08 13769.35
E| Revenue Gap| 650.38 (217.48) | (492.70) | (864.44) [(1082.00)

Treatment of the Revenue Gap

6. The projected revenue gap for the Control Period is as follows:-

Year 2016-17 | 2018-19 | 201920 | 2020-21 | 2021-22
Re(‘;zrgue 650.38 | (217.48) (492.70) (864.44) | (1082.00)

7. This application for approval of ARR and ERC under MYT for year
2018-19 onwards contains the following parts:

» Affidavit verifying the application
* Aggregate Revenue Requirement and Expected Revenue from

Charges for the year 2018-19 onwards.
* Annexure and Data forms.

Prayer

8. TCED therefore respectfully prays to the Hon’ble Commission that:

(2)
(b)

The petition for ARR & ERC under MYT for year 2018-19
onwards be admitted
Approve the ARR and ERC as per accounts prepared and
regulatory requirements.
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(o) Pass any other order as the Hon’ble commission may deem
fit and appropriate under the circumstances of the case
and in the interest of justice.
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BEFORE THE KERALA STATE ELECTRICITY
REGULATORY COMMISSION

At its office at C.V. Raman Pillai Road, Vellayambalam,

Thiruvananthapuram.
FILING NO: /2018

CASE NO

IN THE MATTER OF:

IN THE MATTER OF:

Application for approval of the Aggregate
Revenue Requirement (ARR) and approval
of the Expected Revenue from Charges
(ERC) under MYT Framework for the
years 2018-19, 2019-20, 2020-21 &
2021-22 under section 64 of the
Electricity Act 2003.

And

Thrissur Corporation Electricity
Department Thrissur.

Applicant,

Assistant Secretary
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AFFIDAVIT VERIFYING THE APPLICATION ACCOMPANYING
FILING THE ARR & ERC OF TCED
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1.1.

1.2.

1.3.

1.4.

INTRODUCTION

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 75 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 then 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 12.65 sq km, even though the
administrative jurisdiction of the Thrissur Corporation covers an
area of approximately 101.42 sq km. As mentioned earlier, the
electricity distribution business of the Thrissur Corporation has
been operative since 1937, and 100% electrification was achieved
on 30 April 2010, and this achievement has been maintained
over the years since, marking achievement by the TCED of one of
the key aims of the guiding policies for the electricity sector.
Further, in response to the changed legal & regulatory
environment, the TCED is making earnest efforts to adapt to the
new requirements. As part of the efforts to improve operational
efficiencies and deliver improving levels of customer service

As part of Electricity Policy TCED is implementing demand side
management (DSM) activities also. As part of UJALA Programme
devised by the Central Government TCED has already
distributed LED Bulbs, tubes and Energy efficient fans to its
consumers in the 1st Phase. TCED is planning to conduct the 2nd
Phase of this Programme soon. TCED is planning to setup Net
Zero Energy Building (NZEB) at its Administrative Office
Building. The approval from the Corporation Council has been
received for the same.

The primary mission of TCED is to provide quality power at
affordable cost, on demand, to the consumers. The Electricity
Act-2003 and other policies notified by the Central and State
Governments are the governing laws and TCED has to function
on commercial principles.

The State Government has constituted the Kerala State
Electricity Regulatory Commission (KSERC) vide the G.O dated
14-11-2002, under the provisions of the Electricity Regulatory
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Commission Act 1998 (ERC act 1998) and continues as per the
provisions of the Electricity Act-2003. TCED has been submitting
“the Aggregate Revenue Requirement and Expected Revenue
from Charges (ARR & ERC)” since the year 2003-04. The present
petition is the ARR & ERC under MYT Framework for the years
2018-19, 2019-20, 2020-21 & 2021-22 as per Tariff Regulations,
2018.

1.5. The auditing of the period 2016-17 has been completed hence
these figures have been taken.
TCED ARR&ERC petition under MYT for the year 18-19 Onwards 10

Page



2.1

2.2
2.2.1

2.2.2

CHAPTER-2
PERFORMANCE OF TCED

Introduction

TCED is continuing as the one and only local self government
undertaking, performing the function of Distribution Licensee in
the State of Kerala. TCED has been taking several initiatives to
improve its physical and financial performances. Some of them
are detailed in this chapter.

Reduction in transmission and distribution losses

TCED has been consistently reducing the Transmission and
Distribution losses. Since the year 2010-11, TCED has been
able to reduce the T&D loss from 14.44 % to 7.60 %. By way of
consistently reducing the T&D losses, TCED able to make
substantial savings since the year 2010-11.

The following activities were done by TCED for reducing T & D
Losses.

a). TCED had conducted Energy auditing by engaging KSPC to
carry out the same. The reports for 3 feeders have been received
from KSPC and remedial measures have been taken by TCED.
These reports were duly submitted to the Honorable Commission
for its perusal. The auditing for the remaining feeders will be
commencing soon.

b). TCED has been undertaking replacement of Old Copper
Conductors with ACSR Conductors throughout its Distribution
Area.

c). TCED has replaced all Faulty and Defective Meters in its
Distribution Area.

As part of the Directions of the Central Government, TCED is
planning to install Prepaid/Smart Meters in its distribution area.
This Capital expenditure is part of the Asset Programme
proposed by TCED for the Control Period. This is to be conducted
using the ESPC model through an ESCO with the Support of
Central Govt. owned EESL.
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2.3

2.3.1

2.3.2

Efforts taken for collection of arrears

TCED has been taking concise efforts for collection of arrears
during the year 2018-19 and will continue to do the same in
future years.

TCED has prepared the Age wise Analysis of the Outstanding
Receivables which has been given to the Honourable Commission
for its perusal. TCED expects that the Provision for Bad Debts
currently in books can be adjusted with outstanding receivables
thereby providing a more accurate and clear picture of its
Receivables position. As part of its Modernisation Programme |,
TCED is implementing Online Payment Services and Office
Automation Systems whereby TCED expects that Receivables
management can be done in a more systematic, effective and
efficient manner.
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CHAPTER - 3
CAPITAL INVESTMENTS

3.1 Strategy for Capital Investment during 2018-19

» The distribution system needs to be strengthened in tune with
the strengthening of transmission network.

» TCED, with a view to improving consumer satisfaction, is
giving due importance for strengthening the distribution
network to provide uninterrupted quality power to the
consumers, reduce the technical and commercial losses and to
improve the quality of services rendered to the consumers.

3.2 Small Hydel Project (SHP)

» TCED has been actively looking at various options for
generating power using its own facilities and resources as part
of its Renewable Power Obligation (RPO). As part of this TCED
after deliberation has planned to set up a New Small Hydel
project of 10 MW.

» For the process of selecting the location site, The Technical wing
of TCED had gone and inspected 4 sites Averkutty — Chittor,
Ittyani, Kanjirakolly and Kannakuzhy. After a preliminary
assessment TCED has narrowed it down to Averkutty and
Kannakuzhy. For evaluation of the location sites TCED intends
to conduct extensive research and feasibility study. The location
shall be finalized after detailed deliberation by the technical
wing based upon the research findings. Through this project
TCED aims at generating power at this location which it plans
to sell and gain revenue. The revenue earned can be used to
reduce the Power Purchase cost which TCED is paying
presently.

» Presently, TCED has remitted the License Fee for commencing
the Hydel project of Rs 191.25 Lakhs and an equivalent amount
as Bank Guarantee to Energy Management Centre.

» TCED has entrusted KSEB as the Consultant for preparation of
Detailed Project Reports for the projects.

» TCED has pegged the Project Investment Cost at Rs 10000
Lakhs for the Hydel Project. Given the scale of the project and
the quantum of funds involved, TCED as per Tariff Regulations,
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2018 has proposed a Funding Pattern of 70:30 with Debt and
Equity.

» TCED expects that in the 3rd year of the Control period that the
work can be commenced and for the Control Period , TCED
realistically projects the following investment pattern:-

Year Investment amount ( in Rs
Lakhs)
2018-19 -
2019-20 -
2020-21 3000
2021-22 3000

» TCED is looking at the option of availing Loans from either
KIIFB or other Scheduled Commercial Banks for financing the
project. For the control period TCED has projected a Loan fund
of Rs 4200 Lakhs for the project.

» The capital investment has been shown as Capital Work in
Progress in the ARR petition submitted by TCED. The balance
Rs 4000 Lakhs(i.e. Total 10000 Lakhs less 6000 Lakhs
proposed in Control Period) is proposed to be invested after the
Control period hence the Funding and Investment Pattern has
been shown only for the Rs 6000 Lakhs.

» A 2 year moratorium has been taken on the Loan proposed to
be taken. No interest hence has been projected on account of
this loan in the ARR Petition as the Loan is only being projected
as being availed in the 3 year of the Control Period.

3.3 New 110 KV Substation at Kottapuram, Thrissur

» The proposal for construction of a New Substation at
Kottapuram had been a subject matter of a hearing conducted
by the Honorable Commission where the arguments of TCED
and KSEBL were heard and the Hon’ble Commission in its
final order dtd 01.02.2018 decided that:-

» There is no immediate requirement of Construction of a
Second 110KV Substation within distribution area of
TCED at Kottapuram, extending 110KV supply from the
existing substation.
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» KSEB Ltd the State Transmission wutility has the
responsibility to provide alternate feeding arrangements to
TCED in time with the increase electricity demand of
Distribution area.

» KSEB Ltd and TCED may discuss and finalize the
alternate cost effective proposals submitted by KSEB Ltd
to cater the additional load requirement up to 18 MVA at
the western side of the distribution of TCED.

> At the outset itself TCED would like to state that the
requirement of having a New 110 KV Substation is essential as
TCED is the only distribution licensee in State of Kerala which
does not have an alternate Supply. The Honorable KSERC
have pointed out this issue and directed to have a bilateral
discussion with KSEBL.

» Several rounds of bilateral discussion were held between
KSEBL and TCED officials and KSEBL in the discussion held
on 24.08.2017 stated clearly that there is no possibility of
giving alternate source of supply and proposed to extend the
110 KV Supply from the existing substation to Kottapuram.

» The load requirement submitted by TCED was based on
applications received at its end from the consumers and it is a
public document.

» TCED was having only one 66KV Substation to cater the
demands of Thrissur town till 2008. The then installed was 20
MVA. As it was overloaded ( above 90%) , The Corporation
Council decided to construct an additional 10 MVA
transformer and a new Substation 110KV adjacent to the
66KV Substation. 110 KV Substation was commissioned in the
year 2008. It is pertinent to note that it took 25 years for 66KV
Substation to become overloaded, but the present 110KV
substation has achieved its 70% within a span of 9 years
(2008-2017). This shows the changed load pattern at the
distribution limits of TCED.

> The cost of the Project comes to Rs 3500 Lakhs in total. Given
the Huge outlay involved TCED anticipates that External
Funding would be needed given the other Projects expected to
be undertaken during the Control Period. Hence a Funding
Pattern of 70:30 as provided for in the KSERC Tariff
Regulations, 2018 is taken for this Project.

» At this preliminary stage, TCED is looking at alternate sources
of Funding which has been identified as follows:-
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» TCED has the option of Availing Loans from
Scheduled Banks on the Fixed Deposits made in
these banks. The Total fixed deposits available with
TCED are not available for utilization as a Major
portion of this represents the Security Deposit

= TCED is also looking into the possibility of availing
Loan from KIIIFB as the proposed project is an
eligible one.

» Since the funding pattern is still under discussion, TCED has
at present in its ARR Petition provided for Interest at a
Provisional Rate of 10% on the estimated debt amount.

» TCED has presently projected the Capital Investment Schedule
as follows:-

Year Amount(in Lakhs)
2019-20 1000
2020-21 1000
2021-22 1000
TOTAL 3000

» Accordingly, the Loan Schedule has been projected as follows:-

Year Amount(in Lakhs)
2019-20 700
2020-21 700
2021-22 700
TOTAL 2100

» From the Capital Investment schedule shown TCED has
projected the Investment as a Work-In-Progress at the end of
the Control period i.e. 2021-22. The Total Outlay estimated
comes to Rs 3500 lakhs out of which TCED expects that the
work related to Rs 3000 Lakhs shall be completed at the end
of the Control period.

» Hence, TCED has accordingly disclosed the Capital Investment
in the New 110KV Substation as a Capital Work in Progress in
the ARR Petition.

» Also in Accordance with the Relevant Ind AS the Asset is one
of a Qualifying Asset and the Borrowing Cost being a Specific
Borrowing Cost, The Provisional Interest computed has been
added along with the Cost of Capital Work in Progress. The
Interest has been computed after Considering a Moratorium
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period of 2 years. The Interest on Loan has been shown under
Form 3.6 (a) (1) for the 110KV Substation.

3.4 Online Payment System, Office Automation
System and Management Information System

» TCED as part of its Modernization Programme is aiming to
become a more Customer friendly organization harnessing the
best value of use of IT throughout the organization.

» During the year 2016-17, TCED installed a special Cash
Counter exclusively for Senior Citizens for ease of access in
payments of bills.

» TCED intends to get the Online Bill Payment system for its
Consumers up and running at the earliest. Presently Facilities
for Payment in Physical form Over the Counter is only
available.

» Also to streamline the existing processes and operations of
TCED, an Office Automation System is proposed to be
implemented  throughout the  organization  whereby
considerable savings in costs, efforts and time can be
achieved. Additionally, Digitization of Existing Files and
Electronic file maintenance and processing is aimed to be
achieved.

» TCED also intends to install a Management Information
System to help in providing timely and high quality
information which can help in making more informed
decisions and conduct operations in a more professional
manner.

» The total outlay expected for this comes to Rs 400 Lakhs.
TCED expects to get all the systems up and running in FY
2019-20.

3.5 Solar projects

» TCED as part of its Renewable Power Purchase Obligation has
set up and commenced Solar projects at various locations. A
brief summary of the Solar Projects commenced till now is
provided below:-
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A. In October 2016, TCED had commissioned a 200 Kwp
Solar plant at Jai Hind Market Thrissur at a Cost of Rs
171 Lakhs.

B. In the 1st year of the Control period i.e. 2018-19(the
ongoing year) TCED has installed and commenced a
total Capacity of 150 Kwp Solar Plant at 3 Corporation
Owned Buildings.

» Given the decreasing trend in operational costs for Solar
projects, TCED aims to further expand in this sector for meeting
energy requirements in an environmentally friendly manner.

» As part of its Capital Expenditure Proposal, TCED proposes to
Install Solar Plants at various locations having a total capacity of
2MW in the Control Period.

» TCED anticipates that for the years 2019-20, 2020-21 and 2021-
22 the Capital Expenditure shall be Rs 200 Lakhs each for Solar
Projects at various locations atop Corporation buildings. Hence
the Total Projected Outlay comes to Rs 600 Lakhs.

» An MOU has been signed with ‘ANERT’ for implementation of
various projects of Central and State Power Departments. As
part of its Solar Programme, TCED and ANERT are looking into
the possibility of setting up a “Solar City” project which aims at
providing Electric Car Charging Points at various locations, Solar
Plants at Corporation owned Car Parking Locations and so on.

3.6 Transformer Earthing and Yard Metalling

TCED is planning to spend Rs.50 lakhs for Transformer earthling
and Yard Metalling in the Control Period in FY 2019-20.

3.7 DTR Metering
As part of the DTR Metering Programme being done by TCED Rs
45 Lakhs has been spent towards installing DTR Meters. TCED

is expecting to complete the DTR Programme in FY 2019-20 by
incurring a further cost of Rs 15 Lakhs.

3.8 Smart Metering
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» TCED as part of Central Government directions is planning
to implement Prepaid/Smart Metering in its Distribution
Area. The Metering Programme is expected to be carried
out using Energy Savings Performance Contract (ESPC)
Model by which an Energy Savings Company (ESCO) is to
be appointed for carrying out the same. Through this
model only 30% of the Total Investment Cost shall be
borne by TCED. The remaining 70% shall be borne by the
Organization carrying out the work. In return for their
efforts a certain portion of Savings achieved the
Revenue/savings generated out of the project shall be
shared with them.

» The Programme is expected to be carried out with the help
of the Central Government Owned EESL. TCED anticipates
that the Project will be completed in 2 Phases in FY 2019-
20 and FY 2020-21. The share of Investment of TCED in
the project comes to Rs 500 Lakhs. TCED expects the
Expenditure to be Rs 200 Lakhs in FY 2019-20 and Rs 300
Lakhs in FY 2020-21.

3.9 Inner Ring Outer Ring

As part of ensuring uninterrupted Energy availability to its
Consumers TCED intends to commission an Inner Ring Outer
Ring distribution system in its Distribution area. TCED
anticipates that the same shall be carried out in 2 Phases. The
1st Phase in FY 2020-21 at a Capital Investment Cost of Rs 250
Lakhs and the 2nd Phase in FY 2021-22 at Cost of Rs 250 Lakhs
as well.

3.10 Outage Management System, Safety & Detection
Equipments

To identify areas and instances of Outages occurring in the
Distribution system and to manage these Outages in the best
cost effective manner with minimum downtime, TCED aims to
establish an Outage Management System at a Cost of Rs 20
Lakhs. TCED realistically expects that the System can be up and
running in FY 2019-20.

Also to identify voltage levels in the distribution system at
various locations TCED aims to acquire Line Voltage Detector
equipments at a Cost of Rs 1 Lakh. Moreover, to ensure Safety to
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Employees of TCED when operating in the field Safety Kits and
Safety equipments such as Safety Ladders are proposed to be
acquired at a Cost of Rs. 10.3 Lakhs. TCED anticipates that all
these Items can be acquired in FY 2019-20.

3.11 Substation Automation

TCED is planning for automating the operations in its Substation
for which an Investment of Rs 150 Lakhs has been projected.

3.12 Various Development Works

TCED is planning to go for a major change by implementing
various sections wise development works of Rs. 1668.55 Lakhs.
A summary of the works proposed to be carried out is provided
below:-

Particulars Amount (in Rs Lakhs)
Laying of ACSR And ABC 586.10
Conductor
Installation of New
Transformers and RMU’S at 557.54
various Locations
Feeder related works 340.77
Other Works 184.15
TOTAL 1668.55

3.13 Vehicles

» TCED has projected the following additions in its Capital
Investment proposal:-

Year Amount (in Rs lakhs)
2018-19 25.00
2019-20 20.00
2020-21 10.00
2021-22 10.00
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4.1

4.2

CHAPTER-4
ENERGY SALE FORECAST

Review of the energy consumption of different
categories of consumers

The details of the category wise energy sale forecast for the
control period is explained in this chapter. The energy sale
forecast has been made based on the past data, existing
consumer strength, new service connections proposed during the
ensuing year, increase in the consumption per consumer,
seasonal variations and change in consumer habits etc.

Energy sale forecast for the Control Period

The energy sale of each category was estimated based on the
past data such as the number of consumers, consumption and
also considering the actual growth rates on number of
consumers and consumption up to first half of the current year.
The load forecast also takes into account the economic growth,
regional characteristics of consumers, seasonal variations,
change in consumer habits, cumulative average growth rate
during the previous years etc.

Year No of Consumers Units (MU)

2018-19 39,127 149.48

2019-20 40,329 155.23

2020-21 41,539 160.98

2021-22 42,784 165.29
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CHAPTER-5

REDUCTION OF AGGREGATE TECHNICAL AND

5.1
5.1.1

5.1.2

5.2

5.2.1

5.2.2

5.2.3

5.3

5.3.1

COMMERCIAL LOSSES

Introduction

TCED has consistently been reducing the AT and C losses in the
system. Since the year 2010-11, TCED has been able to reduce
the T&D loss from 14.44 % to 7.60 %.

The total T&D losses of TCED include the transmission losses in
the sub transmission system and also the distribution losses
from 11 kV up to LT systems. Hon’ble Commission has directed
TCED to reduce the transmission and distribution losses. By
way of consistently reducing the T&D losses, TCED was able to
make substantial savings on the cost of power purchase since
the year 2010-11.

Efforts taken for commercial loss reduction

Over the years, TCED has been giving due thrust for commercial
loss reduction, through following efforts.

(i) The old and damaged meter boards of Corporation’s
commercial buildings are replaced with new cubicle type
panel boards by utilising plan funds.

(ii) Intensive power theft detection by the anti power-theft
squad.

The performance of the Anti Power Theft Squad (APTS) for theft
detection and the penalization as per Section 126 and 135 is
detailed below.

In the year 2016-17 TCED has realized 13.01 lakhs

Loss reduction targets for the year 2018-19

TCED has achieved an overall T&D loss reduction of 7.60 % for
the FY 2016-17. TCED would like to humbly point out that it has
been successful in bringing down the Loss considerably since
2010-11.
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5.3.2

5.3.3

5.3.4

5.3.5

It is submitted before the Hon’ble Commission that, the T&D loss
in the system is heavily dependent on the power flow in the
system; especially the abnormal increase in the peak demand
and the resultant over loading in the system may lead to increase
the T&D loss further. Hence, the prime target of the TCED is
to maintain the loss reduction already achieved.

TCED proposes to begin construction of the 110 KV Substation
at Kottapuram on the western side of the Licensee. In the ARR
Petition for the Control Period, TCED has realistically portrayed
the same as Capital work in Progress. When completed this will
reduce the already existing T& D loss of the 11 K.V feeders to a
considerable extent as there will be an overall reduction of feeder
length to 1/3 of the existing length.

TCED has appointed Kerala State Productivity Council for a
detailed energy auditing. The auditing of 3 feeders has been
completed and report forwarded to Honorable Commission. The
work on the remaining feeders will commence soon.

Considering these facts, TCED submit before the Hon’ble
Commission to approve the realistic loss reduction targets as
proposed by TCED.
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CHAPTER-6
AGGREGATE REVENUE REQUIREMENT

6.1 Cost of Power Purchase for the Year 2018-19

The summary of the power purchase and cost estimated for
the Control Period from 2018-19 onwards is detailed below.
The cost of power purchase per unit is taken as Rs 5.85 p/u
based on prevailing rates of Bulk Supply Tariff determined by
Honourable Commission.

Table 6.1
Summary of Cost of Power purchase for the Control Period
Annual irclei% / Rate Annual
Fixed procu Variable Total cost
SI Year Charges purchased p/u Charges
No. g (net) i
(Rs.
(Rs. Lakhs) (MU) (In Rs) Lakhs) (Rs. Lakhs)
1 2018-19 1115.77 161.78 5.85 9464.13 10,579.90
2 2019-20 1138.09 168.01 5.85 9828.59 10,966.68
3 2020-21 1160.85 174.22 5.85 10191.87 11,352.72
4 2021-22 1184.07 178.89 5.85 10465.07 11,649.14
6.2 Interest and Finance charges

6.2.1 Interest and Finance charges include interest on interest

payable on consumers’ security deposit

As per sub clause (4) of section 47 of the Electricity Act,
2003, TCED as a Distribution Licensee is required to pay
interest on the security deposit to the consumers at a rate
equivalent to the bank rate or more. In accordance with the
Supply Code specified by the KSERC and further clarification
issued by the Commission thereon, TCED has been crediting
interest on security deposit on the outstanding deposit as on
1st April.

6.2.2 The interest and finance charges claimed in the ARR Petition
includes only interest accrued on Security deposit by the
Consumers for the year. The Interest on Loan projected by
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6.2.3

TCED relating to The Proposed Capital Projects to be
undertaken has not been claimed under this head as the
Interest is accruing During Construction Period hence taken
as part of the Capital Expenditure Cost. The same has been
accordingly disclosed in Form 4.1 in the ARR Petition.

The rate of Interest on SD for the Control period has been

projected @ 6.75%. This is based on the Interest rate for the

FY 2017-18.

Particulars

Amount (In Lakhs)

As on 01-04-2016 2752.78
SD received for 2016-17 275.84
As on 01-04-2017 3028.62
SD received for 2017-18 268.89
As on 31-03-2018 3297.51
Int @ 6.75 % (approx.) 222.58

As per KSERC direction TCED has given SD interest @ 6.75%
in the year 2017-18. TCED has hence projected the interest
on SD as 6.75%. The increase in the SD Amount has been
projected at a rate of 10% which is the prevailing trends of
increase observed in the past years. Accordingly the Interest
provided @ 6.75% on such Deposit balances as given below:-

Particulars

Amount (In Lakhs)

SD as on 01-04-2018 3297.51
Estimated SD to be raised in

2018-19 296.78
SD as on 31-03-2019 3594.29
Int @ 6.75% 242.61
Estimated SD to be raised in

5019-20 323.49
SD as on 31-03-2020 3917.77
Int @ 6.75% 264.45
Estimated SD to be raised in

5020-21 352.60
SD as on 31-03-2021 4270.37
Int @ 6.75% 288.25
Estimated SD to be raised in

2021-22 384.33
SD as on 31-03-2022 4654.70
Int @ 6.75% 314.19

Hon’ble Commission may kindly approve the interest and

finance charges as detailed above.
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6.3 Depreciation

6.3.1

6.3.2

6.3.3

6.3.4

6.3.5

6.3.6

The depreciation for the Control period has been taken based
on the rates specified in Annexure — I and the relevant
regulations as laid down in the Tariff Regulations, 2018. The
vintage of assets and the useful lives laid down in Annexure —
II have been duly considered while computing the applicable
rates.

TCED would like to bring to the knowledge of the Honorable
Commission that no Depreciation has been claimed on Fixed
Assets financed out of Consumer Contribution.

The depreciation has been provided on the Opening Balance
of Fixed Assets for Each Financial Year in the Control Period.

The additions for FY 2017-18 have been taken on a
provisional basis. TCED will submit the details of the Actual
fixed asset additions along with the Truing Up petition.

TCED would like to place on record that in accordance with
established accounting principles, Relevant Ind AS and Tariff
Regulations no depreciation has been claimed on the Capital
work In progress shown in the ARR Petition.

The depreciation for the Control period is as follows:-

Year Amount ( in Lakhs)
2018-19 239.28
2019-20 269.48
2020-21 392.78
2021-22 441.71

6.4 Employee Costs

6.4.1

6.4.2

Employee cost of TCED includes salary, DA and other benefits
to serving employees and terminal benefits etc to the retired
employees

Hitherto TCED has been providing salary and other benefits
including earned leave surrender etc, the DA is provided as
and when the same released by the State Government to its
employees, pension and other benefits as approved by the
State Government and also as per the statutory rules and
directions under court of law.
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6.4.3

The comparison between the actual employee cost for the

period 2016-17 and the projected employee cost for the years
of the Control period are listed below:

Particulars 2016-17 2018-19 2019-20 2020-21 2021-22
(Actuals) | (Projected) | (Projected | (Projected) | (Projected)

Salaries 801.44 807.04 940.71 1033.28 1135.07

Stipend & 93.41 206.75 027.42 250.17 275.18

Wages

Pension 112.52 118.15 124.06 136.46 150.11

Contribution

Other 2.10 2.32 2.55 2.81 3.09

Allowances

Earned

Leave 92.91 112.42 123.66 136.03 149.63

Encashment

Bonus/

Festival 8.56 12.46 13.71 15.08 16.59

Allowance

Medical Exp 1.61 2.00 3.50 4.25 5.50

Total 1112.55 1261.15 1435.62 1578.08 1735.17

It can be seen that major hike observed in the Projections are
related to the following:-

» The increase in Basic Salary from FY 2018-19 to FY

2019-20 is mainly due to the projection being based
on the 2013 Salary Pay scale. Previously the Salary
was being paid based on the 2008 pay scale as the
2013 pay scale was awaiting approval. The Govt.
approval for the 2013 pay scale has been just now
received in FY 2018-19( i.e. 1st Year of Control
Period) hence the projections for the remaining years
has been done based on the new pay scale.

The other major hike that can be observed in the
Projections made is that of the Increase in Stipend &
Wages proposed for the Control Period from FY
2016-17. The underlying reason being the Basic
wage rate has been revised from Rs 300 to Rs 600.
By an increase in wage rate at double of that of the
existing levels, the Wage expenses have accordingly
gone up accordingly.

The other items under this head have been projected for at
levels of increase previously observed in this head. TCED

TCED ARR&ERC petition under MYT for the year 18-19 Onwards 27

Page



humbly requests that the Honorable Commission approves
the same.

6.5 Repairs and Maintenance Cost ( R & M)

6.5.1

6.5.2

6.5.3

6.5.4

The assets of TCED include machinery, lines, cable
networks, office equipments etc. In order to provide quality
power with minimum interruptions, the assets have to be
maintained in good condition throughout its economical life.
The R&M cost is the essential cost required to maintain the
assets. Most of the assets of TCED are very old and it is to be
repaired & maintained properly for ensuring desired level of
performance

Further Hon’ble Commission has imposed stringent
performance standards to maintain quality and reliability in
power supply. Irrespective of use, the plant and machinery of
the electricity utility has to be kept in a state of readiness to
achieve the performance standards. As per accounting
policies, the expenditure on repairs & maintenance has to be
charged to revenue in the same year in which it is incurred.
In order to the meet the standards, reasonable expenses
under R&M heads based on the prudent utility practices is
inevitable to maintain the assets properly.

The R&M Projected for the control period is as below:-

Year R&M Costs (in Lakhs)

2018-19 100.67

2019-20 110.73

2020-21 121.80

QO

2021-22 133.99

The actual R & M expenses for the year 2016-17 was Rs
83.19 Lakhs. The R&M Expenses have been projected to
increase at a Rate of 10% during the Control Period. TCED
feels that projected increase is reasonable based on the
present trends, Proposed Capital Investment proposals and
Intensive Maintenance Programs proposed to be conducted by
TCED. Few of the Proposed Capital Investment and
Maintenance Programs are provided below:-

» As part of initiative to reduce Distribution Losses and
Improve Standards of Performance, TCED is aiming to
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6.5.5

replace Old Coppers Conductors with ACSR Conductors
and ABC Conductors throughout its distribution area in
a widespread manner during the Control Period.

» Also new Distribution Line Equipments and Machinery
such as RMU’S and Inner Ring Outer Ring machinery
are proposed to be installed at various locations.

» TCED has also planned to undertake Intensive
Maintenance & Testing programmes at its Substations
by introducing PET Testing programmes. Moreover,
TCED is also planning to install Power Transformers at
its Substations during the Control Period.

TCED would like to bring to the notice of the Honorable
Commission that the 2 Main Capital Investment Projects
being Small Hydel Plant (SHP) and new 110KV Substation at
Kottapuram being undertaken during the Control Period are
projected to be Capital Work in Progress at the end of the final
year of the Control period i.e. 2021-22. Hence, R&M Expenses
projected are not reflective of these projects.

6.6 Administration and General Expenses

6.6.1

6.6.2

6.6.3

Administration & General (A&G) expenses include various
items such as rent, rates and taxes, insurance, telephone
charges, internet and related charges, legal charges, audit
fees, consultancy charges, printing and stationary,
advertisement charges, statutory fee including payments to
KSERC etc. All these items are inevitable for a utility like
TCED to perform its obliged duties and functions. TCED has
been estimating likely A&G expenses for the ensuing year
after taking into consideration factors such as trends of past
actual, business growth, inflation etc.

Hon’ble Commission has considered the A&G expense as a
controllable item. But it is highly amenable to inflation and
cost fluctuations.

Further, the A&G expenses of a utility are directly linked to
the business growth of the utility. The business growth of the
utility including number of consumers, consumption and
revenue from sale of power etc
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6.6.4 One of the major expense items booked under A&G expense is
the section 3(1) duty payable by TCED to the Government.
The section 3(1) duty is a statutory levy. But, while approving
the Truing Up of accounts of TCED and also while approving
the orders on ARR since the year 2007-08, Hon’ble
Commission has not been admitting section 3(1) duty as a
revenue expenditure quoting the provisions in the “Kerala
Electricity Duty Act- 1963” that “(3) 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”.

6.6.5 Hence, TCED humbly requests that Honorable Commission
look into the matter of claim of Section 3 duty for all licensees
and if possible issue required directives in this regards so that
steps can be taken to amend the relevant provisions of the
Duty Act, 1963.

6.6.6 The other major item under this head is the Rent Payable to
the Corporation by TCED for use of its Land and Buildings.
The Rent has been projected based on the Corporation
Council Resolution passed in this regards. On the basis of the
objections received from the Honorable Commission regarding
Fixation of Rent in the various ARR and Truing up Orders,
TCED has repeatedly approached the Corporation in this
regard for fixation of an alternate rent for which the
Corporation maintained that it was empowered to fix the Rent
for its own assets. Presently, The Corporation Council has
appointed a Surveyor for fixation of alternate rent.

6.6.7 With regards to the other items of expense coming under this
head, TCED wishes to mention the following:-

» The expenses under the head insurances shown are
inclusive of insurance for transformers staff vehicles
etc. Also with the Investments proposed in various solar
projects TCED has provided for Insurance payments on
these as well in its Petition.

» With the increasing use of IT in its Business
Operations, Connectivity is a critical success factor
hence TCED has provided reasonable Expenses towards
Telephone and Internet Charges.

» The legal charges represent the fees payable to various
Legal Consultants and Representatives.

TCED ARR&ERC petition under MYT for the year 18-19 Onwards 30
Page



» The amount shown under Consultancy charges mainly
constitutes of 2 items:-

» TCED has engaged Kerala State Productivity
Council (KSPC) for Energy Auditing of its
Feeders. So far KSPC has submitted reports
for 3 of the feeders which have been
forwarded to the Honorable Commission.
KSPC will be commencing the work on the
remaining feeders soon.

* Also in accordance with Commission
Directives TCED has engaged a Chartered
Accountancy firm for Auditing and providing
Consultancy Services.

» Conveyance Charges includes Fuel Costs and Travelling
Allowances.

» Other Professional Charges includes Inspection Fees,
Testing Fees for Vehicles and Technical Fees for
Research and Survey.

» Training to Staff shows the expenses paid to KSEB and
other Training Institutions for providing Training in
various fields for improving Performance Standards and
Efficiency and also to familiarize employees with new
technologies.

» Advertisement charges are only for publishing tender
notification in the newspapers as per Store Purchase
Rules

» Other Expenses consists of Security Staff Wages,
Pooram Related Expenses, and Project Processing Fees.

» License Fees and other related charges are meant for
KSERC.

» Miscellaneous Expenses includes Discount Allowed,
Sitting fee For CGRF Meetings and other General
expenses.
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Particulars | 2016-17 | 2018-19 2019-20 2020-21 2021-22
(Actuals) | (Projections) | (Projections) | (Projections) | (Projections)
Rent = rates | ;75 o3 172.03 172.03 172.03 172.03
Taxes
Insurances 2.63 3.06 3.31 3.57 3.86
Telephone &
Internet 4.33 5.05 5.45 5.89 6.36
Charges
Legal Charge 2.06 2.40 2.59 2.80 3.02
Consultancy 14.51 16.92 18.27 19.73 21.31
Charges
Conveyance 4.38 5.11 5.52 5.96 6.44
Charge
Other
Professional 6.47 7.55 8.15 8.81 9.51
Charge
Training  to| 5 oo 6.63 7.16 7.73 8.35
staff
License fee
And = other| .., 5.84 6.31 6.81 7.36
related
charges
Other 18.08 11.54 12.47 13.46 14.54
Expenses
Sec 3 Duty 83.32 97.18 104.96 113.35 122.42
Printing & | 5 5 5.90 6.37 6.88 7.43
Stationery
Advertisement 8.31 9.69 10.47 11.31 12.21
Miscellaneous | o -4 7.84 8.47 9.15 0.88
Exp
Bank Charges | g 0.07 0.08 0.08 0.09
TOTAL 338.64 356.82 371.61 387.57 404.82

6.7 Return on Equity

» The Honorable Commission has been stating in the Previous

Truing up Orders that the Equity Contribution in the
Distribution Business of TCED is not clearly identifiable.
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» As per Regulation 28(2) of the KSERC Tariff Regulation,
2018, where Equity Contribution is not clearly identifiable,
Return on Capital shall be allowed at the rate of 3% on Net
Fixed Assets as reduced by Consumer Contribution at the
beginning of the financial year.

» The Consumer Contribution received as shown in FY 16-17
has been taken as the base. The Additional Consumer
contribution shown in the Control Period has been projected
based on prevailing trends and expected projects.

» The return on equity so computed during the Control Period

comes to :-
Year

Particulars | 2016-17 | 2018-19 2019-20 2020-21 2021-22

(Actuals) | Projection) | (Projection) | (Projection) | (Projection)
Net Fixed
Assets  at) 356800 | 3445.63 3796.58 5233.56 6380.47
the Opening
of Each Year
Less
Consumer 420.6 502.76 545.70 589.92 635.47
Contribution
Amount
eligible for | 2847.62 2942.87 3250.88 4643.64 5745.00
ROE
3 % on
Above 85.42 88.29 97.53 139.31 172.35

» TCED prays that Honorable Commission approve the Return
on Equity as computed above.
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6.8 Summary of the Aggregate Revenue Requirement

6.8.1

The summary of the projections of various items of expense

components of ARR&ERC as discussed under the preceding
1sections of this petition is detailed below.

Table 6-7
Summary of the Aggregate Revenue Requirement for the Control Period

Particulars 2016-2017 2018-2019 | 2019-2020 |2020-2021 | 2021-2022
(Actuals) (Projected) | (Projected) |(Projected)| (Projected)
Purchase of power 9334.40 10579.90 10966.68 | 11352.72 | 11649.14
Interest & Finance Charges 188.86 242.01 264.44 288.25 314.19
Depreciation 221.02 239.28 269.48 392.78 441.71
Employee Cost 1112.55 1261.15 1435.62 1578.08 1735.17
Repair & Maintenance 83.19 100.67 110.73 121.80 133.99
Administration & General 338.64 356.82 371.61 | 387.57 | 404.82
Expenses
Other Expenses 1534.39 1718.63 1917.96 2087.46 | 2273.97
Gross Expenditure (A) 11278.68 12780.43 | 13418.55 | 14121.20 | 14679.00
Less : Interest Capitalized - - - - -
Less : Expenses Capitalized - - - - -
Net Expenditure (B) 11278.68 12780.43 | 13418.55 | 14121.20 | 14679.00
Statutory Surplus/ RoE (C) 85.43 88.29 97.53 139.31 172.35
(D) =(B) + ( C) 11364.10 12868.71 | 13516.08 | 14260.51 | 14851.35
Non tariff Income (E) 891.71 732.68 725.69 719.25 713.38
ARR (F)=(D)-(E) 10472.39 12136.03 | 12790.39 | 13541.27 | 14137.97
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CHAPTER- 7

EXPECTED REVENUE FROM CHARGES

7.1 Introduction

7.1.1 The revenue from sale of power is estimated based on the
prevailing Schedule of Tariff and terms and conditions of
supply

7.2 Estimate of the revenue from sale of power for the year

2018-19
7.2.1 The revenue from sale of power for the year 2018-19 is

detailed below

Table 7-1
Revenue from sale of power for the year 2018-19
Sale of energy(at Revenue from
Category normal tariff) current tariff
(MU) (Rs.Lakhs)
I. Revenue from sale of
power
i) Domestic 41.27 2126.94
ii) Non-Domestic 102.40 9468.18
iii) Agricultural 0.07 1.89
iv) Industry 3.81 246.44
v) Streetlight 1.94 75.11
TOTAL 149.48 11,918.55

Revenue from sale of power for the year 2019-20

Sale of energy(at Revenue from
Category normal tariff) current tariff
(MU) (Rs.Lakhs)
I. Revenue from sale of
power
i) Domestic 42.86 2191.47
ii) Non-Domestic 106.33 9772.62
iii) Agricultural 0.07 1.96
iv) Industry 3.96 254.34
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v) Streetlight

2.01

77.31

TOTAL

155.23

12,297.69

Revenue from sale of power for the year 2020-21

Sale of energy(at

Revenue from

Category normal tariff) current tariff
(MU) (Rs.Lakhs)
I. Revenue from sale of
power
i) Domestic 44.45 2256.00
ii) Non-Domestic 110.27 10077.06
iii) Agricultural 0.08 2.02
iv) Industry 4.10 262.23
v) Streetlight 2.08 79.52
TOTAL 160.98 12,676.83
Table 7-1

Revenue from sale of power for the year 2021-22

Sale of energy(at

Revenue from

Category normal tariff) current tariff
(MU) (Rs.Lakhs)
I. Revenue from sale of
power
i) Domestic 45.64 2320.53
ii) Non-Domestic 113.22 10381.49
iii) Agricultural 0.08 2.08
iv) Industry 4.21 270.13
v) Streetlight 2.14 81.73
TOTAL 165.29 13,055.97
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7.3 Non-Tariff Income

7.3.1 The details of projection of the for the years lakhs are given

below.
Table - 7.2
Non Tariff Income
2016-17 2018-19 2019-20 2020-21 2021-22
SI
Particulars
No (Rs Lakhs) | (Rs Lakhs) | (Rs Lakhs) | (Rs Lakhs) | (Rs Lakhs)
Meter
Rent/Service 70.53 76.28 79.34 82.51 85.81
1 | Line Rental
Miscellaneous
Charges.
Reasonable cost
for providing
supply, Testing 88.59 95.82 99.65 103.63 107.78
fee,
Reconnection
fee, Penal
2 | charges etc
Interest from SD 575.56 388.11 367.33 346.56 325.78
3 | and FD
Commission for
collection 9.56 10.34 10.75 11.18 11.63
4 | electricity duty
Income from - 2.62 2.72 2.83 2.94
S | sale of scrap etc.
Inf on adv. to 58.45 63.22 65.75 68.38 71.11
6 Suppliers
Recovery of theft
and pilferage of 13.01 14.08 14.64 15.22 15.83
7 energy
Interest on
delayed or 76.02 82.22 85.51 88.93 92.49
deferred
8 | payment of bills
Grand Total 891.71 732.68 725.69 719.25 713.38
The major items of non-tariff income are the following:
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Miscellaneous Charges

It includes charges such testing fee, theft recovery, meter box
charges, pole rental charges etc.

Interest from SD and FD

Interest from SD represents the interest to be received from
KSEB for the Security deposit lying with them. TCED has given
interest at the rate 6.75% for its consumers as per the directions
of KSERC, which may kindly be noted.

Income from sale of scrap etc.

This head comprise of income earned by the TCED by way of sale
of scrap and tender forms.

7.4 Total Expected Revenue from charges
The total revenue from tariff and revenue from non-tariff income
for the years are given in the following table.
Table 7.3
Total Expected Revenue from Charges (Rs.Lakhs)
. 2016-17 2018-19 2019-20 2020-21 2021-22
Particulars
12014.48 (12651.23 |13023.38 [13396.08 (13769.35
Total Income
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