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1. BACKGROUND
1.1 Introduction
The Rubber Park India (P) Ltd is a joint venture of Kerala Industrial Infrastructure Development
Corporation (Kinfra) and Rubber Board. The Company was incorporated in 1997 under The
Companies act 1956 for establishing industrial parks, exclusively for rubber and rubber wood based
industries with world class infrastructure. The first park was set up in 107 acres at Irapuram in
Kunnathunadu Taluk, near Perumbavoor, in Ernakulam Dist. The second park is proposed to be set
up in 45 acres of land at Piravanthoor in Pathanapuram Taluk, near Punalur in Kollam District.

Government of Kerala, vide G.O. (P) No.20/2003/PD dated 17-06-2003 notified as Gazette Extra
Ordinary No.1199 dated 05-07-2003, granted license to RPIPL, under the provisions of Indian
Electricity Act, 1910 for distribution of power at Rubber Park, Airapuram. Rubber Park owned a
110/11 kV, 25 mVA capacity substation and well-established ring main power distribution network
for supply of power to various consumers in the park. There are 2 ring main distribution system with
11 kV underground Cables, two numbers of 11 kV dedicated feeder supply and 9 unitized
Substations. Since inception Rubber Park adopted prepaid billing system for the consumers. Rubber
Park receives power from KSEB at 110 kV through 110 kV double circuitKalamassery –
Muvattupuzha feeder drawn from Kalamassery Sub Station. The area of operation is limited to the
boundaries of the Rubber Park. In addition to serving the consumers inside the park, we have
provided open access facility to one of the consumer of KSEB Ltd at 11 kV voltage level.

1.2.Objective of the present MYT Petition
The Hon’ble Commission by exercising its powers conferred under Section61 read with Section 181
of the Electricity Act, 2003 (Central Act 36 of 2003) had issued Kerala State Electricity Regulatory
Commission (Terms and Conditions for Determination of Tariff) Regulations, 2018. Rubber Parkis
submitting the present MYT petition in compliance with regulation 10. (1)of the KSERC MYT
Regulations 2018, comprising of:
9|Page
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10. Filing under multi-year tariff (MYT) framework. – (1) Every generating business/company or
transmission business/licensee or distribution business/licensee or State Load Despatch Centre shall
file, on or before the thirty first day of October 2018, the following petitions for the Control Period:
a) Petition for approval of Aggregate Revenue Requirement and determination of tariff for each year
of the Control Period
b) Petition for truing up of Aggregate Revenue Requirement for the financial years till 2016-17:
Provided that the truing up for the respective financial years shall be carried out under the relevant
Regulations applicable to the respective years.

Provided further that every generating business/company or transmission business/licensee or
distribution business/licensee or State Load Despatch Centre shall on or before the first day of
January, 2019 file the petition for Truing up of Aggregate Revenue Requirement for the financial
year 2017-18 and shall file on or before the Thirtieth day of November of every subsequent financial
years during the Control Period, the petition for Truing up of Aggregate Revenue Requirement for
the financial years subsequent to 2017-18.

The present petition for the Aggregate Revenue Requirement and Expected Revenue from Charges
has been prepared incompliance to provisions under Section 61 and 62 of the Electricity Act
2003together with other relevant provisions in the Hon’ble Commission’s Conduct ofBusiness
Regulations and KSERC MYTRegulation 2018 tothe possible extent on the basis of reasonable
assumptions and within thelimitations of availability of data.

Accordingly, Rubber Park is submitting the present petition for approval of Aggregate Revenue
Requirement and determination of tariff for each year of the Control Period i.e. from FY 2018-19 to
FY 2021-22 under KSERC MYT Regulation 2018 for the approval of the Hon’ble Commission.
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2. CONTENTS OF THE PETITION.

This petition has in detail basis, assumptions and projections of individual elements of the multiyear
tariff projections for FY 2018-19 to 2021-22. The following sectionsexplain in detail the basis and
projected forecasts of the following elements for FY 2018-19 to FY 2021-22:
A. Capital Investment Plan

B. Determination of Aggregate Revenue Requirement by forecasting the following:
1. Energy Sales
2. Distribution Loss and Energy Requirement
3. Power Purchase Cost.
4. Employee Cost
5. Repairs & Maintenance Cost
6. Administrative & General Expenses
7. Finance Charges
8. Depreciation
9. Return on Equity
10. Interest on Normative loan

C. Expected Revenue from Charges
1. Revenue from Tariff
2. Non-Tariff Income

D. Determination of Gap between Revenue at existing Tariff & Costs.
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3. CAPITAL INVESTMENT PLAN
3.1. Introduction
The capital investment plan of Rubber Park is very much dependent on the consumer growth. Hence,
the onetime capital investment plan for the entire control period will not be sufficient to meet the
unforeseen additional capitalization arises during the control period. It will restrict capital
investments required by the distribution licensees to meet the statutory obligations not anticipated at
the beginning of the control period. Hence, the company humbly requests that the Hon. Commission
may kindly allow the company to file petition for additional capital investment over and above the
capital investment plan projected in this petition during the tenure of the KSERC MYT tariff
Regulation 2018.
The company humbly submits that as per the Annexure IV of the KSERC MYT Regulation 2018 For
the capital investment schemes exceeding the amount of Rs. 10 crore in the case of KSEB Ltd and
Rs.5 lakh in the case of distribution licensees other than KSEB Ltd, detailed project report shall be
submitted for the Commission’s in-principle approval with a broad cost-benefit analysis. As per the
draft MYT Regulation and yester MYT regulation, DPR and cost benefit analysis was mandatory for
capital investments above Rs. 10 Crore for both KSEB Ltd and small licensees. The Hon.
Commission may kindly note that even a Ring main unit requires capital investment above Rs. 5
Lakhs and hence the sealing limit of Rs. 5 Lakhs fixed in the final regulation without proposing the
same in the draft regulation is insufficient. Moreover, the KSERC MYT Regulation 2018 was
notified on 05th October 2018 and the timeframe provided for filing the ARR & tariff petition for the
control period was 31st October 2018. The Regulation 92 of the KSERC MYT Regulations 2018
states that 92.Power of relaxation.-The Commission, for reasons to be recorded in writing, may
relax, in public interest, any of the provisions of these Regulations on its own motion or on a petition
made before it by an interested person. In this context, the company humbly request that the Hon.
Commission may kindly relax the condition of detailed project report and cost benefit analysis for the
capital investment plansabove Rs. 5 lakhs proposed by the companyfor the control period.
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3.2. Capital Investment plan for the year 2018-19
The company has filed a petition before the Commission on 09.01.2018 seeking approval of capital
investment plan for 2018-19 as per Regulation 72 (2) of the Kerala State Electricity Regulatory
Commission (Terms and Conditions for Determination of Tariff) Regulations, 2014. The Hon.
Commission had approved a capital investment of Rs. 19.60 Lakhs vide the order dated 29.08.2018.
The summary of the capital investment plan approved by the Hon. Commission for the year 2018-19
is tabulated below.
TABLE-1
Sl.
Particulars
No
Augmentation of
1
Unitized Sub Station

Proposed
(Rs. Lakh)

Approved
(Rs. Lakh)

Remarks

3.50

3.50

In principle approval subject to the
conditions

2

Purchase of Earth tester

3.50

3.50

3

Thermal image Sensor

7.50

7.50

Provisional approval

4

Website Modification

3.00

3.00

In principle approval

5

UPS system in the
Office

0.80

0.80

6

Unitized Substation

27.00

Declined

2.00

Declined

0.55

0.55

0.75

0.75

48.60

19.60

7
8
9

Underground Cable
Locator
Lightning Arrestor
Aluminium bus bar
tube
Total

Approve the purchase of UPS as proposed
Proposal
declined.
However,
the
Commission may reconsider the same
once the petitioner approach the
Commission with necessary and sufficient
details
Declined the proposal
Approve the purchase of 'lighting arrestor
and aluminium bus bar tube' as spares

The company had proposed the purchase of one number of UPS system in the office and the Hon.
Commission had approved the same at a cost of Rs. 0.80 Lakhs (Item No.5). The company had not
projected the cost of battery associated with the UPS in the capital investment plan for the year 201819. Hence, the company is proposing an additional capital investment of Rs. 0.55 Lakhs for the
purchase of 16 No.s of 12V Sealed Lead Acid Maintenance Free batteries (SMF) for the year 201813 | P a g e
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19. We had projected the cost based on the market rate and a copy of the quote is enclosed as
Annexure-1With this petition.
3.3 Additional Capital Investment plan for the year 2018-19
Particulars

Qty

Unit Price (Rs)

Total (Rs)

12V SMF Battery

16

3438

55008

Financing of Total Capital Expenditure
The capital expenditureis proposed to be financed from the equity of the company.
The company had proposed capital spares and works for the balance control period. The capital
investment plans were spread into each years of the control period by considering the cash flow. The
company is proposing the following capital investment plan for balance years of the control period.
3.4. Capital Investment plan for the year 2019-20
TABLE-2
Sl.

Particulars

Qty

No.

Unit Price

Total (Rs.

(Rs. Lakh)

in Lakhs)

a

11 kV Ring Main Unit

1

7.5

7.5

b

Desktop

2

0.8

1.6

c

Advance

Metering 1

30

30

2.5

2.5

Infrastructure

(AMI)-

Phase-1 (Billing Software)
d

Underground cable locator
Total

1

41.6

(a) 11 kV Ring Main Unit
The company has owned 9 no’s of Ring Main units associated with the unitized substations for
providing power supply to the LT consumers. All of the Ring main units are oil type Ring main units.
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The company had not procured any spare Ring Main Unit for emergency replacements. The utilities
in the country are now a day’s using advanced SF6 type Ring Main units. Hence, the company is
proposing the purchase of one number advanced SF6 type Ring Main Units as spare. The company
had estimated the cost based on the market rate. The quotation for the same was attached with this
application as Annexure-2
Necessity of the Investment:
As per the Kerala State Electricity Regulatory Commission (Standards of Performance ofDistribution
Licensees) Regulations, 2015, the licensee has to restore power supply in the case of failure
ofdistribution transformer, within the time line of 24 hours. The normal delivery period of Ring Main
Units after approval of the drawings is around 7-8 Weeks. The proposed capital investment is
necessary for improving the quality of power supply to the consumers. Hence, the above capital
investment is necessary todischarge the duties and obligations of the company as a power distribution
licensee as per the Electricity Act, 2003 and KSERC (Standards of performance of distribution
licensees) Regulations 2015.
Capital expense schedule and Expected Capitalization:
The capital expendituretowards the above work projected for the year 2019-20 is estimated at cost of
Rs. 7.5 Lakhs.
Financing of Total Capital Expenditure
The capital expenditureis proposed to be financed from the equity of the company.
(b) Desktop
Most of thecomputers (both laptop and desktop) used by the company were more than 10 years old.
The present configurations of the computers are outdated. The operating systems of the present
computers areolder versions of Windows. The Microsoft Corporation had stopped the support for
windows Xp operating system. Most of the new applications require computers with windows 10 or
higher operating system. However, due to the outdated configuration, the systems will not support
high end operating systems like windows 10. As such the company was planned to replace the
15 | P a g e
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computers in a phased manner. The company was proposing to purchase 2 no’s of desktops during
the year 2019-20. The estimation was based on the market rate.
Capital expense schedule and Expected Capitalization:
The capital expenditure towards the above work projected for the year 2019-20 is estimated at a cost
is Rs. 1.6 Lakhs.
Financing of Total Capital Expenditure
The capital expenditure is proposed to be financed from the equity of the company.

(c) Advance Metering Infrastructure – Phase-1(Billing Software)
The company has been using a prepaid metering system right from the beginning of its operations as
a licensee. The company had installed the prepaid metering system using power line communication.
The company had started automatic meter reading system in a time where the communication
infrastructures were not developed as on now. The availability 2G communication network was very
poor at that time. The power line communication system was failed in the mean time and company
had not upgraded the automatic meter reading system. At present the metering technology has
modernized and new technologies like GPRS and Wifi communication system are used by various
companies for providing automatic meter reading facility. Since the existing automatic meter reading
system is faulty, the company is taking the reading of the consumer meters in two days interval and
informing the balance to our consumers over phone on every alternative day after entering the entire
readings. This creates a lot of practical problems for both the licensee and the consumers. Moreover
the company doesn’t have a standard energy billing software. The company is facing practical
problems to update tariff after each and every tariff revision.
The clause 8.4.3 of the National Tariff Policy 2016 states that “The Appropriate Commission may
provide incentives to encourage metering and billing based on metered tariffs, particularly for
consumer categories that are presently unmetered to a large extent. The metered tariffs and the
incentives should be given wide publicity. Smart meters have the advantages of remote metering and
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billing, implementation of peak and off-peak tariff and demand side management through demand
response. These would become essential in future for load-generation balancing due to increasing
penetration of intermittent type of generation like wind and solar power.
Appropriate Commission shall, therefore, mandate smart meters for:
(a) Consumers with monthly consumption of 500 units and more at the earliest but not later than
31.12.2017;
(b) Consumers with monthly consumption above 200 units by 31.12.2019.
Further, two way smart meters shall be provided to all prosumers, who also sell back electricity to
the grid as and when they require. In order to enable energy audit in the distribution system, all
distribution companies shall ensure smart meters in their electricity system throughout the chain from
transformers at 132kV level right down to distribution transformer level at 11kV and further down to
each consumer. Further, in order to reduce theft of power, the distribution companies should have
enabling feature like distribution SCADA with distribution management system and energy audit
functions. SERCs shall mandate these to be in place within two years.”
As per the National Tariff policy 2016, the deadline for implementation of smart meters for
consumers with monthly consumption above 200 units is 31.12.2019. The CEA had published the
Functional Requirements for Advanced Metering Infrastructure in India in 2016.These
functional requirements definethe minimumfunctionalities and performance for AMI systemproposed
to be developed in India. The mainobjectiveofAMIistoenabletwowaycommunications betweensmart
energy meterandHead End System (HES) to enable remote reading, monitoring & control of electrical
energy meters(consumer, feeder, DT meters etc.)toserveasrepository ofrecord forallraw,validated
andediteddata.The sanitized data maybe subscribed by other utility function for higher order analysis
and billing and collection engineetc.
The company is not having a standard billing software. Hence, the company is proposing the AMI
implementation into two stages. In the first phase the company is projecting to develop billing
software compatible with the smart meters and AMI. The company had collected offer for the
implementation of Advance Metering Infrastructure by replacing the existing meters with smart
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meters in line with the functional requirements for AMI issued by the CEA. The quotation for the
same was attached with this application as Annexure-3. The company is proposing the first phase of
the AMI during the year 2019-20.

Necessity of the Investment:
The company is not having a standard billing software. The company is facing problems for updating
the billing parameters during tariff orders as well as in obtaining energy sales data for ARR and
Truing Up purposes. Similarly, the automatic meter reading and prepaid sms balance intimation
services were also faulty. As per the National tariff Policy 2016, the licensee has to implement smart
meters for consumerswith monthly consumption above 200 units is 31.12.2019. The proposed capital
investment is necessary for improving the quality of power supply to the consumers and todischarge
the duties and obligations of the company as a power distribution licensee as per the Electricity Act,
2003.
Capital expense schedule and Expected Capitalization:
The capital expenditure projected towards the above work for the year 2019-20 is estimated at acost
Rs. 30 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.
(d) Underground Cable locator
Rubber Park had applied for the approval of Hon. Commission for purchase of one number of
underground cable locator in the Capital investment petition for the year 2018-19. However, the Hon.
Commission had declined the said capital investment by stating that the underground cable fault
locator is not necessary as RPIL has laid the underground cable only inside the park area. In this
context, the company humbly submits that the area of operation of Rubber Park is divided into two
areas namely Site A and Site B separated by the Periyar valley irrigation project Canals and PWD
roads. The HT Ring circuit cables and dedicated consumer cables to the Site A location is laid
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through the PWD and Panchayath roads and through the valleys of the periyar valley canal. The
BSNL and other communication agencies were frequently digging trenches through the said roads for
laying their OFC cables and the HT cables were damaged in previous occasions. Hence, the company
once again submits the proposal for the purchase of one number of underground cable locator for the
approval of Hon. Commission.
Rubber Park uses HT/LT underground power cabling for transmitting power to various consumers in
the licensed area. Rubber Park have around 20kms of HT UG cable for it’s 11kV power distribution
system. These buried cables are often getting damaged during excavations (especially using JCB) and
other works causing long duration power outages, damages to equipment and has a high potential for
fatality/accidents. Portable underground cable/ metal pipe locator system are available in the market
for tracing such energized buried cables. This equipment could be used for detecting the presence of
live UG cables thereby preventing cable damage/ accident during excavation. The presence of
energized or de energized electrical cable could be detected with this equipment before
commencement of any excavation activity. The underground cable/ metal pipe locator system would
be useful to Rubber Park for detecting the presence of cables thereby reducing accidental cable
damage during excavations. The benefits to Rubber Park by purchasing this equipment are given
below.
1. Presence of HT/LT cables could be detected prior to digging using JCB thereby preventing cable
damages and costly downtimes.
2. Route of cables could be traced prior to commencement of construction activity.
Cost Estimate:
We had estimated the cost based on the quotations received from one of the dealer for the make
Radiodetection (Model: Cat 4+). A copy of the quotation received from one of the dealer is enclosed
for the kind perusal of the Hon. Commission. We had estimated a total capital investment of Rs. 2.50
Lakhs for the same.
Capital expense schedule and Expected Capitalization:
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The capital expenditure towards the above work projected for the financial year 2019-20 at a cost of
Rs. 2.50 Lakhs.The quotation for the same was attached with this application as Annexure-4
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.

3.5. Capital Investment plan for the year 2020-21
TABLE-3
Sl.

Particulars

Qty

No

Unit Price

Total

(Rs. Lakh)

Lakhs)

a

11 kV Indore VCB

1

6

6

b

Laptop& Desktop

3

0.90

2.7

c

110 kV Support Insulators

5

0.5

2.5

d

Advance Metering Infrastructure (AMI)- 1

30

30

(Rs.

in

Phase-2 (Meter & Communication)
Total

41.2

(a) 11 KV Indore VCB
The company has installed 9 no’s of 11 kV feeder circuit breakers in the EHT substation for
providing supply to the consumers. In which 5 of the 11 kV Circuit Breakers are vacuum type circuit
breakers and 4 of them are SF6 type 11 kV Circuit breakers. The company had not procuredany spare
circuit breakers for both types of 11 kV breakers. Hence, the company is proposing the purchase of
compatible 11 kV vacuum circuit breakers as spare for the existing 11 kV vacuum and SF6 circuit
breakers in the substation.
Necessity of the Investment:
As per the Kerala State Electricity Regulatory Commission (Standards of Performance ofDistribution
Licensees) Regulations, 2015, the licensee has to restore power supply in the case of failure
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ofunderground cables, within the time line of 24 hours. The normal delivery period of 11kV circuit
breakers after approval of the drawings is around 8-12 Weeks. The proposed capital investment is
necessary for improving the quality of power supply to the consumers and todischarge the duties and
obligations of the company as a power distribution licensee as per the Electricity Act, 2003 and
KSERC (Standards of performance of distribution licensees) Regulations 2015.
Capital expense schedule and Expected Capitalization:
The capital expenditure projected towards the above work for the year 2020-21 at a estimated cost of
Rs. 6 Lakhs. The quotation for the same was attached with this application as Annexure-4
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.

(b) Desktop &Laptop
Most of the computers (both laptop and desktop) used by the company were more than 10 years old.
The present configurations of the computers are outdated. The operating systems of the present
computers are older versions of Windows. The Microsoft Corporation had stopped the support for
Windows Xp operating system. Most of the new applications require computers with windows 10 or
higher operating system. However, due to the outdated configuration, the systems will not support
high end operating systems like windows 10. As such the company was planning to replace the
computers in a phased manner. The company was proposing to purchase 1 no. of laptopand 2 No’s of
desktops during the year 2020-21. The estimation was based on the market rate.
Capital expense schedule and Expected Capitalization:
The capital expenses towards the above work projected for the year 2020-21is estimated at a cost of
Rs. 2.7 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.
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(C) 110 kV Support Insulators

As directed by the Hon. Commission, the company had carried out the modification of the metering
system in the EHT substation during the year 2015-16. The company had commissioned new 0.2s
Class metering CTs and 0.2 class PTs along with 0.2s class ABT meter by keeping the existing
metering system. The company had not removed the old 0.5 class multi core metering CTs and PTs
from the substation transformer bays. The old CTs and PTs are not necessary for the operation of the
substation. The instrument transformers are vulnerable to explosions and the porcelain parts will
damage the nearby equipments and even life threatening for the nearby workers. Hence, the company
plans to remove the old metering instrument transformers from the transformer bays and to replace
the CTs with support insulators. The company is using 3.5’ IPS aluminum tubes as bus conductors in
the substation, support insulators are necessary to support the conductors. The company has to
remove 3 No’s of CTs and 3 No’s of PTs from one transformer bay and 2 No’s of CTs and 3 No’s of
PTs from other transformer bay. Hence, the modification requires 5 No’s of supporting insulators.
The company had estimated the costs based on the market rate.
Capital expense schedule and Expected Capitalization:
The capital expensetowards the above work projected for the year 2020-21is estimated at a cost of Rs.
2.5 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.
(d) Advance Metering Infrastructure – Phase-2 (Meter &Communication)

The company has been using a prepaid metering system right from the beginning of its operations as
a licensee. The company had installed the prepaid metering system using power line communication.
The company had started automatic meter reading system in a time where the communication
infrastructures were not developed as on now. The availability 2G communication network was very
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poor at that time. The power line communication system was failed in the mean time and company
had not upgraded the automatic meter reading system. At present the metering technology has
modernized and new technologies like GPRS and Wifi communication system are used by various
companies for providing automatic meter reading facility. Since the existing automatic meter reading
system is faulty, the company is taking the reading of the consumer meters in two days interval and
informing the balance to our consumers over phone on every alternative day after entering the entire
readings. This creates a lot of practical problems for both the licensee and the consumers. Moreover
the company doesn’t have a standard energy billing software. The company is facing practical
problems to update tariff after each and every tariff revision.
The clause 8.4.3 of the National Tariff Policy 2016 states that “The Appropriate Commission may
provide incentives to encourage metering and billing based on metered tariffs, particularly for
consumer categories that are presently unmetered to a large extent. The metered tariffs and the
incentives should be given wide publicity. Smart meters have the advantages of remote metering and
billing, implementation of peak and off-peak tariff and demand side management through demand
response. These would become essential in future for load-generation balancing due to increasing
penetration of intermittent type of generation like wind and solar power.
Appropriate Commission shall, therefore, mandate smart meters for:
(a) Consumers with monthly consumption of 500 units and more at the earliest but not later than
31.12.2017;
(b) Consumers with monthly consumption above 200 units by 31.12.2019.
Further, two way smart meters shall be provided to all prosumers, who also sell back electricity to
the grid as and when they require. In order to enable energy audit in the distribution system, all
distribution companies shall ensure smart meters in their electricity system throughout the chain from
transformers at 132kV level right down to distribution transformer level at 11kV and further down to
each consumer. Further, in order to reduce theft of power, the distribution companies should have
enabling feature like distribution SCADA with distribution management system and energy audit
functions. SERCs shall mandate these to be in place within two years.”
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As per the National Tariff policy 2016, the deadline for implementation of smart meters for
consumers with monthly consumption above 200 units is 31.12.2019. The CEA had published the
Functional Requirements for Advanced Metering Infrastructure in India in 2016.These
functional requirements definethe minimumfunctionalities and performance for AMI systemproposed
to be developed in India. The mainobjectiveofAMIistoenabletwowaycommunications betweensmart
energy meterandHead End System (HES) to enable remote reading, monitoring & control of electrical
energy meters(consumer, feeder, DT meters etc.)toserveasrepository ofrecord forallraw,validated
andediteddata.The sanitized data maybe subscribed by other utility function for higher order analysis
and billing and collection engineetc.
The company is not having a standard billing software. Hence, the company is proposing the AMI
implementation into two phases. The company had projected to develop billing software compatible
with the smart meters and AMI in the first phase during the year 2019-20. The company is projecting
the commissioning of smart meters and communication devices and implementation of automatic
meter reading during the year 2020-21. The company had collected offer for the implementation of
Advance Metering Infrastructure by replacing the existing meters with smart meters in line with the
functional requirements for AMI issued by the CEA. The quotation for the same was attached with
this application as Annexure-3. The company is proposing the second phase of the AMI during the
year 2019-20.
Necessity of the Investment:
The company is not having a standard billing software. The company is facing problems for updating
the billing parameters during tariff orders as well as in obtaining energy sales data for ARR and
Truing Up purposes. Similarly, the automatic meter reading and prepaid sms balance intimation
services were also faulty. As per the National tariff Policy 2016, the licensee has to implement smart
meters for consumerswith monthly consumption above 200 units is 31.12.2019. The proposed capital
investment is necessary for improving the quality of power supply to the consumers andtodischarge
the duties and obligations of the company as a power distribution licensee as per the Electricity Act,
2003.
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Capital expense schedule and Expected Capitalization:
The capital expenditure projected towards the above work for the year 2020-21 is estimated at a cost
Rs. 30 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.

3.6. Capital Investment plan for the year 2021-22
TABLE-4
Sl.

Particulars

Qty

No.

Unit Price

Total (Rs.

(Rs. Lakh)

in Lakhs)

a

110 kV Isolator

1

1

2

b

Heavy duty Photocopier

1

1

2

Total

4

(a) 110 kV Isolator
Rubber Park had installed 6 numbers of isolators in the existing EHT substation. The company was
not procured any spare 110 kV isolators. It is necessary for the company to keep one number of spare
isolator for emergency replacement of the parts. The one of the existing line isolator of the company
is already showing problems with the moving contacts. The company had collected quotation from
the manufacturer of the existing make.The quotation for the same was attached with this application
as Annexure-5.
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Necessity of the Investment:
The proposed capital investment is necessary for improving the quality of power supply to the
consumers and todischarge the duties and obligations of the company as a power distribution licensee
as per the Electricity Act, 2003.
Capital expense schedule and Expected Capitalization:
The capital expenditure towards the above work projected for the year 2021-22is estimated at a cost
of Rs. 2 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.
(c) Heavy Duty Photocopier
The company is not having photocopier for taking necessary copies. The company has to take large
number of Xerox copies in connection with petitions and electricity bills. At present the company
depends on external stores for the same. The company had collected the market rate for projecting the
cost.
Capital expense schedule and Expected Capitalization:
The capital expense towards the above work projected for the year 2021-22is estimated at cost of Rs.
2 Lakhs.
Financing of Total Capital Expenditure
The capital works are proposed to be financed from the equity of the company.
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4. PROJECTION OF AGGREGATE REVENUE REQUIREMENT FOR THE CONTROL
PERIOD.

4.01.
.01. Energy Sales forecast for the control period

Rubber Park submits that there are various factors which can have an impact on theactual
consumption of electricity and are often beyond the control of the licensee,such as Government
Policy, economic climate, weather conditions, force
force-majeureevents
majeureevents like natural disasters,
disas
change in
consumption mix, etc. The 92 % to 94 % of the total energy sales of Rubber Park is contributed by
the HT-11 industrial consumers and 6 to 8% contributed by the LT
LT-IV
IV industrial consumers. The
energy sales pattern of the consumers of Rubber P
Park
ark during the year 2017-18
2017
is graphically
represented below.
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Hence, Rubber Park has adopted a trend analysis method of the major sales contributors, ie, HTIndustrial consumers for projecting the sales for the control period. The area of operation of Rubber
Park is limited and hence the development of the production capacity of the existing consumers will
be a major deciding factor of the energy sales of the licensee for the control period. Rubber Park had
also considered the impact of open access power procurement by the consumers from the open
market while forecasting the energy sales for the control period.
The trend analysis of the HT-1 Industrial consumers for the past 5 years from 2013-14 and the
ongoing year 2018-19 is tabulated below.

Table-5
Sales trend analysis of HT Consumers

Year
Sales in
MU
Increase

2015-16

2016-17

2017-18

2018-19
(Estimated
based on sales
till August-18

2013-14

2014-15

22.71

21.96

24.78

29.39

26.95

27.39

-3.30

12.84

18.59

-8.3

1.6

4.01.1. Impact of Open access of consumers
The major contributor of energy sales of Rubber Park is HT-1 Industrial consumers. In which 45 to
50% of the totals sales volume has been contributing by a single consumer M/s. Classic Auto Tubes
Ltd. The said consumer had applied for availing open access from open market and has been availing
open access from June 2018. The comparison of the open access quantum and actual sales TO the
consumer M/s. Classic Auto Tubes Ltdis tabulated below.
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TABLE-6
Month

Energy availed from
Rubber Park

Energy availed through
Open access

% of open access energy
to total Energy availed by
the consumer.

June-18
July-18
August-18

1109451
1308736
937796

251199
148554
39614

18.5%
10.2%
4.05%

Rubber Park submits that the above quantum of open access power had taken place in the period
when the price in the energy exchanges was very high due to acute coal shortage in the country. It
shows that the open access power purchase quantum of the consumer will further increase in the
upcoming months when the coal availability in the country is improved.
4.01.02. Sales Forecasting for the control period

As per the trend analysis of the past 5 years and the ongoing year 2018-19, the energy sales of the
licensee was showing only 1.6% increase from the year 2017-18 to 2018-19. The impact of open
access power availed by the consumer is only for 3 months out of the 5 months taken for estimating
the power sales for the year 2018-19. Hence, the actual total sales during the year 2018-19 will be
mostly lesser than the total sales during the year 2017-18. Moreover, the licensee is not expecting any
new consumers for the upcoming two years. Hence, the licensee is not anticipating any significant
increase in the energy sales for the years 2019-20. Rubber Park had taken back over 18 acres of land
allotted to one of the lessee M/s. Premier Tyres Ltd during the year 2017-18 and invited applications
from interested parties for the reinstated land in the first quarter of 2018-19. The land allotment
process will take another one year and hence the commercial operations of the industrial units in the
said area are expected from the year 2020-21onwardsonly.
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4.01.03.Approach for sales Projection for the control period
The energy sale for the control period was forecasted on the following basis.
TABLE-7
Year
2018-19

Approach
The energy sale for the year was estimated for the year based on the actual sales up
to August 2018.

2019-20

Since the % increase from 2017-18 to 2018-19 was only 1%, the licensee was not
anticipated any increase in sales for the year 2019-20. Moreover, the licensee had
considered the implication of open access by the major consumer.

2020-21

The licensee had anticipated the average yearly increase of the past 5 years, ie, 5%
increase during the year 2021-22 on account of starting of new industries in the
reinstated land after allotment. The licensee was expecting an additional contract
demand of 350 kVA in HT and 150 kVA in LT.

2021-22

The licensee had anticipated the average yearly increase of the past 5 years, ie, 5%
increase during the year 2021-22 on account of starting of new industries in the
reinstated land after allotment. The licensee was expecting an additional contract
demand of 400 kVA in HT and 150 kVA in LT.

4.01.04. Projection of Energy sales for the control period.
The energy sales forecasted for the control period is tabulated below.
TABLE-8
Tariff
Category
HT-1
LT IV
LT VI B
LT VI F
LT VII A
Street Light
Total
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Energy Sales Estimated for the year 2018-19
No. of
Energy sales (up to
Energy sales Estimated for the year 2018Consumers August 2018) (MU)
19 based on actual sales up to August-18
(MU)
16
11.416
27.399
24
1.33
3.188
1
0.005
0.011
2
0.05
0.112
14
0.02
0.052
6
0.01
0.023
63
13.27
30.785
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TABLE-9
Tariff Category
HT-1
LT IV
LT VI B
LT VI F
LT VII A
Street Light
Total

Energy Sales Projected for the year 2019-20
No. of Consumers
Energy sales Estimated for
the year 2019-20
16
27.399
24
3.188
1
0.011
2
0.112
14
0.052
6
0.023
63
30.785

Remarks
No increase in sales
estimated from the year
2018-19.

TABLE-10
Tariff Category
HT-1
LT IV
LT VI B
LT VI F
LT VII A
Street Light
Total

Energy Sales Projected for the year 2020-21
No. of Consumers
Energy sales Estimated for the
year 2019-20
18
28.77
26
3.35
1
0.01
2
0.11
14
0.05
6
0.02
67
32.31

Remarks
5% increase in sales
estimated from the year
2019-20. Addition of two
consumers expected in
both HT-1 and LT IV

TABLE-11
Tariff Category
HT-1
LT IV
LT VI B
LT VI F
LT VII A
Street Light
Total
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Energy Sales Projected for the year 2021-22
No. of Consumers
Energy sales Estimated for the
year 2019-20
20
30.21
28
3.51
1
0.01
1
0.11
14
0.05
6
0.02
71
33.91

Remarks
5% increase in sales
estimated from the year
2020-21. Addition of two
consumers expected in
both HT-1 and LT IV
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4.2. DISTRIBUTION LOSS
The licensee had taken every effort to reduce the distribution loss level. The company has constantly
through its endeavors’ tried to reduce its losses in the past. These efforts shall continue and will be
enhanced. The company had taken the approved distribution loss of 2% by the Hon. Commission in
the past control period for the second MYT period. The voltage wise distribution loss projected for
the control period is tabulated below.

TABLE-12
Year: 2018-19 (Projections)
Sl.
No.

Particulars

Energy
Input

Energy
Sales

Energy sent to
lower voltage

Distribution Loss

MKWh
27.399

MKWh
3.437

Percent
1.835

MKWh
0.576

1

Up to 11 kV

MKWh
31.412

2

LT

3.437

3.385

0.000

1.513

0.052

3

Overall Distribution Loss

31.412

30.784

0

2.00

0.628

TABLE-13
Year: 2019-20 (Projections)
Sl.
No.

Particulars

Energy
Input

Energy
Sales

Enrergy sent to
lower voltage

Distribution Loss

MKWh
27.399
3.385

MKWh
3.437
0.000

Percent MKWh
1.835
0.580
1.513
0.052

30.784

0

2.00

1
2

Up to 11 kV
LT

MKWh
31.412
3.437

3

Overall Distribution Loss

31.412
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TABLE-14
Year: 2020-21 (Projections)
Sl.
No.

Particulars

Energy
Input

Energy
Sales

Enrergy sent to Distribution Loss
lower voltage

MKWh

MKWh

MKWh

Percent

MKWh

1

Up to 11 kV

32.972

28.769

3.598

1.838

0.606

2

LT

3.598

3.544

0.000

1.489

0.054

3

Overall Distribution Loss

32.972

32.313

0

2.00

0.659

TABLE-15
Year: 2021-22 (Projections)
Sl.N Particulars
o.

Energy
Input

Energy
Sales

Enrergy sent to
lower voltage

Distribution Loss

MKWh

MKWh

MKWh

Percent

MKWh

1

Up to 11 kV

34.611

30.207

3.767

1.840

0.637

2

LT

3.767

3.712

0.000

1.466

0.055

3

Overall Distribution Loss

34.611

33.919

0

2.00

0.692
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4.3. POWER PURCHASE COST.
The small power distribution licensees in the state are purchasing power from the state utility KSEB
Ltd. As such, the company has been purchasing power from KSEB Ltd since inception. The company
had estimated the power purchase cost for the control period by considering the Renewable Power
Purchase Obligation fixed by the Hon. Commission vide the Kerala State Electricity Regulatory
Commission (Renewable Energy) Amendment Regulations, 2017. The Hon. Commission had
fixed the following RPO targets up to the year 2018-19 for the distribution licensees operating in the
state.
TABLE-16
Financial Year

2016-17
2017-18
2018-19

RPO Target
Minimum Non-solarRPO as Minimum solar RPO as %of
%
of
totalconsumption totalconsumption(excluding
(excludinghydro power)
hydro power) within thearea
withinthearea
of of distribution licensee
distributionlicensee
4.5
0.5
6
1.5
7
2.75

Total RPOtarget as
%
oftotalconsumption

5
7.5
9.75

The Hon. Commission had fixed RPO targets till the year 2018-19 vide the KSERC (renewable
Energy) Amendment Regulations 2017. The company had considered the same RPO target for
projecting the power purchase cost for the entire control period. As such, the RPO targets anticipated
for the control period for the purpose of calculation of power purchase cost is tabulated as follows.
TABLE-17
Financial Year

2018-19
2019-20
2020-21
2021-22
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RPO target for the control period
Minimum Non-solar RPO as Minimum solar RPO as %of
% of total consumption totalconsumption(excluding
(excludinghydro power)
hydro power) within thearea
withinthearea
of of distribution licensee
distributionlicensee
7
2.75
7
2.75
7
2.75
7
2.75

Total RPOtarget as
%
oftotalconsumption

9.75
9.75
9.75
9.75
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The company is not having sufficient area to install renewable energy sources for generation of
power; the RPO is proposed to be met from equivalent RE certificates for the control period. As per
the sub regulation (5) of the KSERC (renewable Energy) Regulation 2015, thecertificates shall be the
valid instruments for the discharge of the mandatoryrenewable energy purchase obligations of the
obligated entities to purchaseelectricity from renewable energy generating units.

4.3.1. Approach for Power Purchase Projection from KSEB Ltd for the control period
The company had taken the present BST applicable for Rubber Park for calculating the power
purchase cost for each year of the control period. The power purchase directly from KSEB Ltd for the
control period was forecasted on the following basis.

TABLE-18
Year

Approach
Purchase Units

2018-19

Contract Demand

The energy purchase for the The maximum demand recorded during the year 2017year was arrived from the 18 was 6628 kVA. The company had already got
total sales projected for the approval for additional PPA for 1300 kVA totaling to
year 2018-19 by taking into 8000 kVA and the PPA will be executed with KSEB Ltd
consideration

of

the during the year 2018-19. Hence, the company had

distribution loss of 2%.

projected the Power purchase requirement for the year
by taking the maximum recorded demand of 6628 kVA
of the year 2017-18.

2019-20

The energy purchase for the The company had not expected any increase in energy
year was arrived from the sales during the year 2019-20 from the year 2018-19, the
total sales projected for the company had taken the same contract demand of 6628
year 2019-20 by taking into kVA for this year also.
consideration

of

the

distribution loss of 2%.
2020-21

The energy purchase for the The company had expected additional load requirement
year was arrived from the of 350 kVA in HT and 150 kVA in LT during the year.
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total sales projected for the The company had taken the same additional load for
year 2020-21 by taking into calculating the contract demand for the year. As such the
consideration

of

distribution loss of 2%.
2021-22

the company had taken a contract demand of 7128 for the
projecting the power purchase cost for the year 2021-22.

The energy purchase for the The company had expected additional load requirement
year was arrived from the of 400 kVA in HT and 150 kVA in LT during the year.
total sales projected for the The company had taken the same additional load for
year 2021-22 by taking into calculating the contract demand for the year. As such the
consideration

of

distribution loss of 2%.

the company had taken a contract demand of 7678 for the
projecting the power purchase cost for the year 2021-22.

4.3.2. Power purchase cost projection for meeting the RP Obligation
The Hon. Commission had fixed the RPO targets till the year 2018-19. The company had calculated
the renewable purchase obligation of the company for the entire control period based on the same
RPO targets fixed by the Hon. Commission for the year 2018-19. The company proposed to meet the
RP obligations through purchase of equivalent RE Certificates from Indian Energy Exchange. The
company had collected the REC trading summary of certificates during the year 2018-19 (up to
September) from Indian Energy Exchange and projected the REC cost based on the maximum traded
certificate cost. The projection of year wise power purchase cost for meeting the RP Obligation
through purchase of RE certificates is tabulated below.
RPO Power purchase cost for the year 2018-19
The company had not purchased RE certificates for meeting the RP obligation for the year 2017-18.
The company had estimated the purchase of RE certificates for meeting the RP obligation for the year
2017-18 during the year 2018-19.
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TABLE-19- RP Obligation cost for 2017-18
Particulars

Non Solar Rpo

% of RPO
RPO units (kWh)
REC certiicates Conversion
REC certificates required
Maximum rate of IEX 2018
Cost of certificates
Gst @ 12%
IEX Charges @ Rs. 20 per cert
PTC Charges @ Rs. 10 per ce
GSt @18% on Charges
Total
Total cost of RPO

6
2073763.223
2073.763223
2074
1200
2488800
298656
41480
20740
11199.6
2860875.6

Solar Rpo

Remarks

1.5 Total sale
444377.8335 29.63 MU
444.3778335
445
1000
445000
53400
8900
4450
2403
514153
3375028.6

(Actual)-

TABLE-20- RP Obligation cost for 2018-19
Particulars

Non Solar Rpo

Solar Rpo

% of RPO
RPO units (kWh)

7
2154859.179

2.75
846551.8202

REC certiicates Conversion
REC certificates required
Maximum rate of IEX 2018
Cost of certificates
Gst @ 12%
IEX Charges @ Rs. 20 per
cert
PTC Charges @ Rs. 10 per
ce
GSt @18% on Charges
Total
Total cost of RPO

2154.859179
2155
1200
2586000
310320

846.5518202
847
1000
847000
101640

43100

16940

21550
11637
2972607

8470
4573.8
978623.8
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Remarks

Total sale (projected)30.78 MU

3951230.8
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RPO Power purchase cost for the year 2019-20

TABLE-21- RP Obligation cost for 2019-20
Particulars

Non Solar Rpo

Solar Rpo

% of RPO
RPO units (kWh)

7
2154859.179

2.75
846551.8202

REC certiicates Conversion
REC certificates required
Maximum rate of IEX 2018
Cost of certificates
Gst @ 12%
IEX Charges @ Rs. 20 per
cert
PTC Charges @ Rs. 10 per
ce
GSt @18% on Charges
Total
Total cost of RPO

2154.859179
2155
1200
2586000
310320

846.5518202
847
1000
847000
101640

43100

16940

21550
11637
2972607

8470
4573.8
978623.8

Remarks

Total sale (projected)30.78 MU

3951230.8

RPO Power purchase cost for the year 2020-21
TABLE-21- RP Obligation cost for 2020-21
Particulars
Non Solar Rpo Solar Rpo
Remarks
% of RPO
7
2.75
Total sale (projected)-32.31
RPO units (kWh)
2261911.074 888607.9217
MU
REC certiicates Conversion
2261.911074 888.6079217
REC certificates required
2262
889
Maximum rate of IEX 2018
1200
1000
Cost of certificates
2714400
889000
Gst @ 12%
325728
106680
IEX Charges @ Rs. 20 per
cert
45240
17780
PTC Charges @ Rs. 10 per
ce
22620
8890
GSt @18% on Charges
12214.8
4800.6
Total
3120202.8
1027150.6
Total cost of RPO
4147353.4
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RPO Power purchase cost for the year 2021-22
TABLE-21- RP Obligation cost for 2021-22
Particulars

Non Solar Rpo

Solar Rpo

% of RPO
7
2.75
RPO units (kWh)
2374315.563 932766.8284
REC certiicates Conversion
2374.315563 932.7668284
REC certificates required
2375
933
Maximum rate of IEX 2018
1200
1000
Cost of certificates
2850000
933000
Gst @ 12%
342000
111960
IEX Charges @ Rs. 20 per
cert
47500
18660
PTC Charges @ Rs. 10 per
ce
23750
9330
GSt @18% on Charges
12825
5038.2
Total
3276075
1077988.2
Total cost of RPO
4354063.2

4.3.3. Summary of Total Power Purchase Cost for the control period.
The power purchase cost projected for each year of the control period is tabulated below.
Total Power purchase cost for the year 2018-19

TABLE-23
Sl.
No
1
2
3
4

4

Source of Power

Units/No. of Maximum
Certificates
Demand
KSEB Ltd
31.41
6628
Non Solar RPO 2155
(2018-19)
Solar RPO (2018- 847
19)
Non Solar RPO 2074
(2017-18)
Solar RPO (2017- 445
18)
Total (Rs. in
Lakhs)
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Energy
Charge
1429.24

Demand
Charge
238.61

Total (Rs.
in Lakhs)
1667.85
29.73
9.79
28.61
5.14
1741.11
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Total Power purchase cost for the year 2019-20

TABLE-24
Sl.
No
1
2
3
4

Source of Power
KSEB Ltd
Non Solar RPO
Solar RPO
Total (Rs.
Lakhs)

Units/No. of Maximum
Certificates
Demand
31.41
6628
2155

Energy
Charge
1429.24

Demand
Charge
238.61

847

Total (Rs.
in Lakhs)
1667.85
29.73
9.79
1707.36

in

Total Power purchase cost for the year 2020-21

TABLE-25
Sl. Source of Power
No
1
KSEB Ltd
2
Non Solar RPO
3
4

Solar RPO
Total (Rs.
Lakhs)

Units/No. of Maximum
Certificates
Demand
32.97
7128
2262

Energy
Charge
1500.25

Demand
Charge
256.61

889

Total (Rs.
in Lakhs)
1756.86
31.20
10.27
1798.33

in

Total Power purchase cost for the year 2021-22

TABLE-26
Sl.
No
1
2
3
4

Source of Power
KSEB Ltd
Non Solar RPO
Solar RPO
Total (Rs.
Lakhs)
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Units/No. of Maximum
Certificates
Demand
34.61
7678
2375
933

in

Energy
Charge
1574.80

Demand
Charge
276.41

Total (Rs.
in Lakhs)
1851.21
32.76
10.78
1894.75
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4.4. OPERATION & MAINTENANCE EXPENSES.
As per the regulation 79(5) of the KSERC (MYT) Regulation 2018, the company is allowed to
recover operation and maintenance expenses as per the norms specified in Annexure-IX of the
Regulations for each financial year of the Control Period. The operation and maintenance expenses of
Rubber Park consist of the following.
4.4.1. Employee Expenses.
4.4.2. R&M Expenses
4.4.3.A&G Expenses
The company has broadly discussed each component of the O&M expenses as below.
4.4.1. Employee Expenses
The employee expense for the control period was arrived from the actual employee expenses incurred
during the year 2015-16 in the KSERC MYT Regulation 2018. The entire operation and maintenance
cost wasclassified as controllable expenses as per the Regulation 12(2)(vii) of the KSERC MYT
Regulation 2018. The company pays its employees on scale of pay as per state government salary
scales and revision is made every 5 years. The company had implemented the pay revision of the
employees on 01/07/2016 in line with the pay revision order of the state government vide GO (P)
No.85/2011/Fin dt. 26.02.2011 with effect from 01.07.2012. Since the pay revision of the employees
was implemented in the financial year 2016-17, which was not covered in the normative employee
expenditure arrived by the Hon. Commission from the base year 2015-16. The extracts of the agenda
and minutes of the board decision of Rubber Park is enclosed as Annexure-6 for the kind perusal of
the Hon. Commission.The regulation 14(3) deals with the Mechanism for sharing of gains or losses
on account of controllable factors states that “Expenses relating to pay revision, if any, during the
control period for the same level of employees as admitted in the truing up of accounts for the year
2016-17 of the Generation business/company or Transmission business/licensee or distribution
business/licensee may be considered for pass through after due prudence check.” As per the
regulation 14(3) of the KSERC MYT Regulation 2018, the expense on account of the pay revision
is to be allowed over and above the normative employee expenditure.
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4.4.1.1. Directives of Hon. APTEL on Impact of Salary Revision in ARR
The Hon. Commission had stated in Appeal No.190 of 2011, 162 of 2012 and 163 of 2012(Torrent
Power Ltd Vs Gujarat Electricity Regulatory Commission)that

38. We have carefully considered the submissions made by the Counsel for both the parties.

39. It cannot be disputed that the norms with regard to Operation & Maintenance Expenses is
covered under Regulation 98.6 of the MYT Regulations of the State Commission. In terms of this
Regulation 98.6, the determination of the O&M expenses for 3 years ending 31st March, 2010 subject
to prudence check and escalated at the rate of 4% to arrive at the O&M expenses for the year 201112. The O&M expenses for the further period after 2011-12 are to be escalated at the rate of 5.72%.

40. The determination of O & M expenses under the Regulations of the State Commission is on
normative basis. The very concept of allowing the O & M on normative basis is that the actual
expenses is of no relevance thereafter and any variation on the normative O & M expenses is to the
account of the Appellant unless there is a specific consequence for such variation provided for in the
Regulations itself.

41. The State Commission has determined the O&M expenses strictly in terms of Regulation 98.6. It
is not the case of the Appellant that the normative O&M calculated by the State Commission is not in
accordance with Regulation 98.6. So, the main controversy revolves around the normative O&M
expenses.

42. According to the Appellant, the State Commission has worked out the Normative O&M expenses
on the basis of actual O&M expenses during immediate past three years. These actual O&M
expenses did not include onetime expenses like increase in wage revision, major overhauling etc.

43. In the light of the stand taken by the Appellant, let us refer to the findings of the State Commission
in the impugned order on this issue. The same is as under:
“Truing up for FY 2009-10
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4.1.8 Fixed Charges
4.1.8.1 Operation and Maintenance (O&M) expenses
The TPL has claimed a sum of Rs. 127.36 crore towards actual O&M expenses in the truing up for
FY 2009-10, as against Rs. 136.30 crore approved in the MYT order dated 17th January, 2009 as
detailed in the table below:

Table 4.25: O&M expenses of TPL-G (APP) claimed for FY 2009-10
(Rs. crore)
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------44. The reading of the above findings by the State Commission would make it clear that while
determining Operation and Maintenance Expenses under Regulation 98.6, the State Commission
failed to consider one time pay revision expenses and major overhaul expenses for computing
normative O&M expenses for the 2nd control period.

45. In fact, the State Commission has accepted that increase in employee’s cost due pay revision is
uncontrollable. On this ground, the State Commission had allowed Rs 65.19 Cr towards
employees’ cost including pay revision costs of Rs 10.59 Cr for FY 2009-10. However, for the
purpose of computing normative cost for 2nd Control period, the Commission has considered Rs
54.6 Cr (65.19 - 10.59) as actual employees costs for FY 2009-10. This approach may not be
correct.

As per the above order of the Hon. APTEL, the impact of pay revision should be considered while
calculating the normative O&M expenditure for the control period in the MYT regulations.

Similarly, the Hon’ble APTEL vide the judgment dated 03rd July 2013 in appeal petitions 26,27,28
of 2009 has held that,
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25.4 In our opinion, the arrears of 6th Pay Commission to be paid tothe employees is an expense of
the Appellants which is required to beallowed in the ARR. The State Commission has also accepted
that thearrears of 6th Pay Commission have to be paid to the employees.

Thus, the arrears of 6th Pay Commission have to be allowed asexpense in truing up of accounts. The
recovery of arrears by theAppellants from its consumers will only ease the cash flow of the
Appellants. However, the arrears of the Pay Commission is an expense which has to be allowed in
the ARR.

Similarly, the Hon’ble APTEL Judgment on Appeal No 28 of 2010 (Delhi TranscoLimited vs
Delhi Electricity Regulatory Commission)stated that

“23. The next issue relates to Employees cost for MYT from 2007-08 to 2010-11. According to the
Appellant, the State Commissionallowed only 10% increase in Employees cost though the impact
ofthe Sixth Pay Commission’s Recommendations is much more andmerely postponed the
consideration of this issue in the truing-upexercise. In its reply, the Learned Counsel for the
Respondentsubmitted that the impact of the Sixth Pay Commission’sRecommendations was not
quantifiable in view of inadequatesupporting evidence and in any case the increase will be truedup
on the basis of actual. The State Commission admittedly hasnot disallowed the employees cost in
entirety

but

on

the

otherhand

it

has

simply

postponed

the

impact

of

Sixth

Pay

Commission’sRecommendations to the truing-up proceedings. It is pointed outthat Sixth Pay
Commission’s Recommendations have already beenimplemented by the Appellant and the Appellant
is required toincur such expenditure without any recovery in the tariff. We findsubstance in this
contention because the postponement ofconsideration of the same will only result in cash
flowconstraints to the Appellant and a burden to consumers infuture. Further, the State
Commission does not deny the necessityto consider the employees cost based on the
recommendations ofthe Sixth Pay Commission. It is, therefore, appropriate to directthe State
Commission to consider the impact of the Sixth PayCommission’s Recommendations
implementation and allow thetariff with a carrying cost in the truing-up proceedings. Thispoint is
answered accordingly.”
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Hence, As extracted above, through a number of judgments by Hon’ble APTEL has clearly held that
if the wage revision/pay revision was implemented before the tariff order, the same should be
considered over and above the normative O&M expenditures without waiting for consideration in the
respective truing up process.

4.4.1.2. Methodology adopted for arriving Employee Cost for the Control Period

The company had implemented the salary/wage revision during the year 2016-17. The Hon.
Commission had taken the actual employee expenses incurred by the company during the year 201516 for arriving the normative employee expenses for the control period. The Company had appointed
a full time Managing Director on 06.07.2015.Hence, the total employee cost during the year 2015-16
was without covering the salary expenses of 3 months of the Managing Director. Hence, the company
had taken the actual employee expenses in the revised salary package of the year 2016-17 for
projecting the Employee expenses for the control period.

As such the company had worked out the employee expenses for the year 2016-17incorporating the
impact of wage revision. The company had taken the same level of employees in the Truing up
Petition for the year 2016-17 as per the Truing Up order 2015-16. The company had escalated the
employee expenses from the year 2016-17 (excluding the Gratuity premium)at the approved
escalation rate of 4.84% in the KSERC MYT regulation 2018 for arriving the employee expenses for
each year of the control period. The company had remitted the revised premium as per the revised
salary package during the year 2017-18 and hence the actual expense remitted was taken for the year
2017-18 towards the gratuity. The actual employee expenses during the year 2016-17 on the pre
revised scale of pay and revised scale of pay are tabulated below.
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Table-27
Sl.
No.

Particulars

Actual before
Wage Revision
(Rs. Lakh)

Actual After
Wage Revision
(Rs. Lakh)

1

Basic Salary

20.22

23.84

2

Dearness Allowance (DA)

16.72

14.41

3

House Rent Allowance

1.58

1.46

4

Conveyance Allowance

0.26

0.90

5

Leave Travel Allowance

6

Earned Leave Encashment

3.46

3.58

7

Other Allowances

0.13

0.13

8

Medical Reimbursement

2.88

9

Staff welfare expenses

0.30

0.30

10

Training Expenses

11

Net Employee Costs

45.55

47.81

12

PF Contribution

3.72

3.87

13

Gratuity Payment

0.49

0.49

14

Gross Employee Expenses

49.76

52.17

21

Less: Expenses Capitalised

22

Net Employee Expenses

49.76

52.17

3.19

As followed in the KSERC MYT Regulations, the company had taken the following escalation
ratesdetailed in the Regulation for arriving the normative O&M expenditures.
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TABLE-28
2013-14
2014-15
Escalation
Factors
CPI
236.00
250.83
CPI Increase
9.68%
6.28%
(%)
WPI (2011-12 112.50
113.90
series)
WPI increase
5.24%
1.24%
(%)
8.35%
4.77%
CPI:WPI
(70:30)
increase
Average increase (2013-14 to 2016-17)
4.84%

2015-16

2016-17

265.00
5.65%

275.92
4.12%

109.70

111.60

-3.69%

1.73%

2.85%

3.40%

As detailed in the aforesaid paragraphs, the computation of the employee expense for the year 201718 is from the base year 2016-17 is tabulated as below.
Employee

Escalation Rate

Expenses
excluding

Employee
Excluding

the

Cost Actual
Premium

gratuity Premium Remitted

Gratuity Premium

for the year 2017- 2017-18

in revised pay

18

Gratuity Total

Employee

Expenses
during projected for the
year 2017-18.

1

2

3 = 1*(2) +1

4

5 = 3+4

51.67

4.84%

54.17

1.451

55.62

Employee Cost for the control period (Rs. in Lakhs)
The company had worked out the employee expenses for the year 2017-18 from revised actual salary
of 2016-17. The company had noted that the actual increase in Basic salary + DA from the year 201617 to 2017-18 was 6.9%. Hence, the company had taken the actual employee expenses incurred
during the year 2017-18 for calculating the employee expenses for each year of the control period.The
company had further escalated the employee expenses from the year 2017-18 at the approved
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escalation rate of 4.84% in the KSERC MYT regulation 2018 for arriving the employee expenses for
each year of the control period.
The Employee Expenses for the control period constituting the impact of wage revision is projected
as follows.
Table-29 Employee Cost for the control period
2017-18

2018-19

2019-20

Actual

Escalated

Escalated Escalated Escalated

(4.84%)

(4.84%)

(4.84%)

(4.84%)

61.653

64.637

67.766

71.045

58.807

2020-21

2021-22

4.4.2. R&M Expenses

The Hon. Commission had taken the actual R&M expenses of the years 2014-15 to 2016-17 for
calculating the normative R&M expenditures for the control period in the KSERC MYT Regulation
2018. The company owned two numbers of 12.5 MVA Power transformers for catering power to the
consumers. The Power transformers of the company were commissioned during the year 2005.The
major repair works of like the overhauling maintenance of the transformers and painting of the
substation equipments are normally carried out on a period of 10 years. The maintenance schedule for
transformers of capacity above 3000 MVA as per the Indian standard Code of practice for the
selection, installation and maintenance of the Power transformers (IS 10028-Part-III), recommended
overall inspection including lifting of core and coils and wash by hosing down with clean dry oil. The
power transformers of the company was showing oil leakages and rusting. The overhauling
maintenance of the said transformers was due in 2015. However, the company had deferred the said
maintenance due to insufficient normative R&M cost approved in the first control period without
considering the one time R&M expenditures. The Hon. Commission had taken the actual R&M cost
of the past 3 years for arriving the normative R&M cost for this control period. Hence, the major one
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time R&M expenditures deferred due to insufficient R&M cost in the first control period was not
covered in the R&M cost for the second control period.

The licensee will be forced to avoid such statutory one time maintenance in the absence of sufficient
one time R&M approval of Hon. Commission and may result in unnecessary failure of the equipment
in the absence of required maintenance. Then it will result in unnecessary capital expenditure for the
procurement of new equipments and ultimately a huge expenditure on account of the capital addition
will be carry over to the consumers in the form of tariff hike.

4.4.2.1. Directives of Hon. APTEL on one time R&M Expenses
The Hon. APTEL had stated in appeal No. 190 of 2011 and 162 & 163 of 2012 (Torrent Power
Ltd Vs Gujarat Electricity Regulatory Commission) that
46.With reference to one time major overhauling costs, the Appellant had indicated in its petition
that it had deferred the major overhaul, which was scheduled for FY 2009-10 to FY 2010-11.
Therefore, the actual R&M expenditure during FY 2009-10 was reduced by Rs 6.74 Cr on account of
deferment of major overhaul. The State Commission had approved the reduced actual R&M
expenditure.
47. The above aspect would clearly establish that major overhaul was part of approved O&M
expenditure for FY 2009-10. But for its deferment to FY 2010-11, the Appellant would have spent this
amount on major overhaul and claimed as part of actual R&M expenditure for FY 2009-10. In that
event, the State Commission would have considered the same for arriving the normative O&M
expenses for the 2nd control period FY 2011-12 to FY 2015-16.
48. This aspect is required to be considered by the State Commission and pass the necessary orders
in the light of the above observations. On this issue, we remand the matter to the State Commission
for fresh consideration. This point is answered accordingly
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In continuation of the above observations, the Hon. Aptel had ordered in the said appeal that With
reference to one time major overhauling costs, the Appellant had indicated in its petition that it had
deferred the major overhaul, which was scheduled for FY 2009-10 to FY 2010-11. Therefore, the
actual R&M expenditure during FY 2009-10 was reduced by Rs 6.74 Cr on account of deferment of
major overhaul. The State Commission had approved the reduced Appeal No.190 of 2011, 162 of
2012 and 163 of 2012 actual R&M expenditure. The above aspect would clearly establish that major
overhaul was part of approved O&M expenditure for FY 2009-10. But for its deferment to FY 201011, the Appellant would have spent this amount on major overhaul and claimed as part of actual
R&M expenditure for FY 2009-10. In that event, the State Commission would have considered the
same for arriving the normative O&M expenses for the 2nd control period FY 2011-12 to FY 2015-16.
This aspect is required to be considered by the State Commission and pass the necessary orders in
the light of the above observations. On this issue, we remand the matter to the State Commission
for fresh consideration. This point is answered accordingly in favour of the Appellant.
The same under estimation of R&M expenditure was happened in the case of calculation of the
normative R&M expenditure of Rubber Park in the KSERC MYT Regulation 2018. The company
had deferred the one time R&M expenditures in the previous control period due to insufficient R&M
cost approved in the MYT regulations. The company had filed petitions for the revision of R&M
expenditures in the control period of the first MYT regulation itself projecting the one time R&M
expenditures such as Overhauling of power transformers and painting. However, the Hon.
Commission had not revised the normative R&M expenditures and allowedonly the normative
expenditures approved in the MYT tariff Regulation 2014. The Hon. Commission had taken the
actual R&M expenditures incurred by the company in the past control period for arriving the
normative R&M expenditure of the present control period. The above aspect would clearly establish
that if the Hon. Commission had approved the one time R&M expenditures in the first control period,
the Appellant would have spent this amount on major overhaul and claimed as part of actual R&M
expenditure for FY 2014-15 to 2016-17. In that event, the State Commission would have considered
the same for arriving the normative O&M expenses for the 2nd control period FY 2018-19 to 2021-22.
Hence, as per the order of the Hon. APTEL, the company is eligible for one time R&M expenditures
over and above the normative R&M expenditures that the company had deferred in previous control
period due to insufficient normative R&M cost.
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In this context, the company was projecting the following one time R&M expenditures for each year
of the control period. The estimation was based on offers collected from transformer maintenance
service providers. The detailed estimation and reference offers collected from parties are enclosed
with this petition as Annexure-7
TABLE-30
Year
Details of work
2018-19
Overhauling of Power Transformer-1
2019-20
Overhauling of Power Transformer-2
2020-21
Painting of the Substation
2021-22
Overhauling of 5 Nos of distribution transformer

Amount (Rs. in Lakhs)
4.43
4.43
4.32
1.06

The normative R&M cost approved in the KSERC MYT Regulations 2018 for each year of the
control period is as follows.
TABLE-31
Year
2018-19
2019-20
2020-21
2021-22

Normative R&M Cost approved
(Rs. in Lakhs)
35.15
36.85
38.63
40.50

The R&M cost projected for each year of the control period incorporating the additional one time
R&M costs are tabulated as follows.

TABLE-32
Year

2018-19
2019-20
2020-21
2021-22
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Normative R&M
Cost approved
(Rs. in Lakhs)
35.15
36.85
38.63
40.50

One time R&M
cost Projected

Total R&M cost

4.43
4.43
4.32
1.06

39.58
41.28
42.95
41.56
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4.4.3.

A & G Expenses

Administrative & General Expenses
TABLE -32

A&G Expenses

2018-19
(Projected)
33.62

2019-20
(Projected)
35.25

2020-21
(Projected)
36.96

Rs.
In
lakhs
2021-22
(projected)
38.74

4.36

4.57

4.79

4.79

5.02

17.79

18.24

18.24

19.14

20.06

54.22

56.43

58.28

60.89

63.82

2016-17 2017-18
(Audited) (Actual)
28.151
32.07

Loss on GST
Input Reversal
Ele Duty u/s3(1) 18.92
KED Act
Total (Rs. Lakhs) 47.07

The A& G expenses excluding Electricity Duty is projected on the basis of audited accounts of the
company for FY 2017-18. The expenses which are incurred exclusively for licensee business and
50% of the common expenses are considered for ARR purposes.

Apportionment of A&G Expenses excluding Electricity Duty is based on the audited annual accounts
of the company and is as follows.
Figures in Rs.
TABLE :34

Particulars of Other Expenses as in
audited accounts for FY 2017-18

Payment To Auditor
(a) Statutory Audit
(b)For taxation matters
(c )For company law matters
(d)For management services
(e) Internal audit fee
52 | P a g e

Figures in
audited
accounts FY
2017-18

107,186.00
5,000.00
-

Expenses
incurred
exclusively
for licensee
business

Common
Expenses (50%
apportioned to
licensee
business)
53,593.00
7,500.00
-
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(f)For reimbursement of expenses
Internal audit fee
Truing up audit fee
Internal audit expenses
Insurance
Insurance Premium Substation
Travelling and conveyance
Payment to contract staff
Rates and taxes
GST Paid
Repairs and maintenance
Consumption of stores and spare parts
Interest on security deposit
Additional land value-Late fee
refunded
Security service charges
Vehicle hire
Telephone charges
Internet charges
Professional charges
APTEL Appeal Fee
Electricity Charges
License fee and Related fee
Training fee
Water Charges
Bank Charges
B.G & L.C Charges
Office Expenses
Printing & Stationery
Advertisment
Loss on sale of Fixed asset
Miscellaneous expenses
Total

1,596.00
36,000.00
30,000.00
15,996.00
201,493.00
382,427.00
156,830.00
1,822,921.00
180,625.00
4,321.00
308,656.00
2,057.00
158,017.00
181,404.00
1,830,434.00
856,127.00
69,962.00
35,527.00
469,342.00
103,000.00
217,606.00
301,389.00
12,390.00
147,482.00
9,073.00
89,118.00
44,224.00
112,571.00
224,359.00
56,700.00
387,033.00
8,570,866.00

798.00
18,000.00
7,998.00
100,746.50

30,000.00

382,427.00
78,415.00
NIL
90,312.50
NIL
154,328.00
1,028.50
NIL
NIL

103,000.00
301,389.00
12,390.00

915,217.00
428,063.50
34,981.00
17,763.50
NIL
108,803.00
73,741.00
4,536.50

89,118.00
22,112.00
56,285.50
112,179.50
56,700.00
975,024.00

NIL
2,286,402.00

Total A & G Expenses = (9,75,024 + 22,86,402)- 89,118- 4,536.50 = Rs.31,67,772.00
The A& G expenses for FY 2018-19 to 2021-22 were projected on the basis of the figures for FY
2017-18. An escalation rate of 4.84% as in the KSERC MYT Regulation, 2018 was used in the
calculation of projection.
53 | P a g e

ARR&ERC Petition for the second Control period (FY 18-19 to 21-22)
The bank charges and B.G &L.C charges of Rs.93,654/- as in Table .34 projected in Form D.3.6(a) as
Finance charge & Bank charge.
The Hon. Commission may please consider the Section 3(1) Duty also as A & G Expenses.
The Electricity Duty payable u/s 3(1) of The Kerala Electricity Duty Act, 1963 also forms part of
the total A&G Expenses.
2016-17 2017-18
(Audited) (Actual)
Ele Duty u/s3(1) 18.92
17.79
KED Act (Rs.
Lakhs)

2018-19
(Projected)
18.24

2019-20
(Projected)
18.24

2020-21
(Projected)
19.14

2021-22
(projected)
20.06

The Hon. Commission may please note that GST has been implemented on supply of goods/ services
since July 2017. The licensee business is exempt from GST whereas other business are liable to GST.
The company pays GST on supplies/ goods received for running the business irrespective of whether
it is liable to GST or exempt.
The methodology of apportionment of credit on inputs and input services and reversal thereof are
given in rule 42 of the CGST Rules.
The apportionment of GST credit has to be made on the basis of turnover (both taxable and non
taxable). In the case of Rubber Park, approximately 90 to 95% of the turnover is from non taxable
business (ie., licensee business). The administrative expenditure of the company are incurred
commonly for taxable and non taxable business. So as per the GST provisions, the company would
not be able to avail the input tax credit of the above common expenditure. So the company lost
Rs.4.36 Lakh on account of reversal of input tax credit. This amount is shown as ‘Loss of input tax
credit’ under A&G Expenses in Sheet No.D3.4(b).

It is humbly submitted that the loss of input tax credit arose due to uncontrollable factor viz., change
in law as detailed in Item No.12(ii), Chapter 3 of KSERC (Terms and Conditions for Determination
of Tariff) Regulations, 2018.
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The Hon. Commission may please consider our submission regarding loss of input tax credit also.

A&G Expenses

2016-17 2017-18
(Audited) (Actual)
28.151
32.07

Loss on GST
Input Reversal
Ele Duty u/s3(1) 18.92
KED Act
Total (Rs. Lakhs) 47.07

2018-19
(Projected)
33.62

2019-20
(Projected)
35.25

2020-21
(Projected)
36.96

2021-22
(projected)
38.74

4.36

4.57

4.79

4.79

5.02

17.79

18.24

18.24

19.14

20.06

54.22

56.43

58.28

60.89

63.82

The Hon. Commission may please consider our submission regarding A & G Expenses as detailed
above.

4.5. FIXED ASSETS AND DEPRECIATION.
The depreciation expenditure for each year of the Control Period has been computed in accordance
with Regulation 27 of KSERC MYT Regulations, 2018 and also considering the asset-class wise
depreciation rates as provided under the said Regulations.
The company has computed depreciation on straight line method specified in Annexure 1 to the MYT
Regulations for the first 12 years from the date of commercial operation. The remaining depreciable
value as on the 31st day of March of the financial year ending after a period of 12 years from the date
of commercial operation is spread over the balance useful life of the assets.
TABLE 36
Year
2018-19
2019-20
2020-21
2021-22

Depreciation projected
(Rs.in Lakhs)
46.214
48.789
46.597
39.86

The depreciation of Building and Plant and Machinery included under ‘Other Assets’ which have
completed 12 years is calculated on WDV method (Useful Life: 35 Years).
The depreciation of the remaining assets under ‘Other Assets’ have been determined on straight line
method as per the rate specified in MYT Tariff Regulations.
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4.6. RETURN ON EQUITY SHARE CAPITAL.
The business of Rubber Park is entirely funded by the equity contribution from Kinfra and Rubber
Board. The company has not availed any loans.The company had computed the return on equity share
capital based on the Regulation 28 of the KSERC MYT Regulations, 2018.
The Regulation 28 states that

“Return on equity shall be computed in rupee terms, on the paid up equity share capital determined
in accordance with the Regulation 26 and shall be allowed at the rate of fourteen percent for
generating business/companies, transmission business/licensee, distribution business/licensee and
State Load Despatch Centre:
Provided that, at the time of approving Aggregate Revenue Requirements return on equity share
capital for generating business/ company, transmission business/licensee, distribution
business/licensee and State Load Despatch Centre, shall be allowed on the amount of equity share
capital approved by the Commission for the assets put to use at the commencement of the financial
year and on fifty percent of equity share capital portion of the approved capital cost for the
investment put to use during the financial year:”
As such, the distribution licensees in the state are eligible for return at the rate of fourteen percent on
the paid up equity share capital determined in accordance with the regulation 26. The Regulation 26
states that
(1) For the purpose of determination of tariff, debt-equity ratio as on the date of commercial
operation in the case of a new generating station, transmission line and distribution line or
substation commissioned or capacity expanded on or after the First day of April 2018, shall be 70:30
of the capital cost approved by the Commission:
Provided that the debt-equity ratio shall be applied only to the balance of such approved capital cost
after deducting the financial support provided through consumer contribution, deposit work, capital
subsidy or grant, if any.
(2) Where equity employed is more than thirty percent of the approved capital cost, the amount of
equity for the purpose of tariff shall be limited to thirty percent and the balance amount shall be
considered as normative loan and interest on the same may be allowed at the weighted average rate
of interest of the actual loan portfolio.
(3) Where actual equity employed is less than thirty percent of the capital cost, the actual equity shall
be considered and the balance of the Commission approved capital cost after adjusting for grants
and/or contribution shall be treated as normative loan.
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(4) If any fixed asset is capitalised on account of capital expenditure incurred prior to the First day of
April, 2018, the debt-equity ratio allowed by the Commission for determination of tariff for the period
ending the Thirty First day of March, 2018 shall be considered.
(5) The equity invested in foreign currency if any shall be designated in equivalent Indian rupees at
the exchange rate specified by Reserve Bank of India as on the date of each such investment.
(6) In the case of retirement or replacement of assets, the equity capital approved as mentioned
above, shall be reduced to the extent of thirty percent or actual equity component based on
documentary evidence, if it is lower than thirty percent of the original cost of the retired or replaced
asset.
(7) (a) Swapping of foreign currency loans shall be permitted provided it does not have the effect of
increasing the tariff;
(b) Cost of swapping and interest expenses thereon, shall be allowed by the Commission only after
prudence check;
(c) The generating business/company or transmission business/licensee or distribution
business/licensee shall provide full particulars of the swapped loans.
(8) (a) Restructuring of capital in terms of relative share of equity and loan shall be permitted during
the life of the project provided it does not have the effect of increasing the tariff.
(b) Any benefit from such restructuring shall be shared in the ratio 1:1 among,(i) the generating business/company and the persons sharing the capacity charge; or
(ii) transmission business/licensee and long-term intra-State open access customers including
distribution business/licensee; or
(iii) distribution business/licensee and consumers.

As per the sub regulation 4 of the Regulation 26, the debt-equity ratio allowed by the Commission for
determination of tariff for the period ending the Thirty First day of March, 2018 shall be considered
for calculating the debt equity ratio of the fixed asset capitalized on account of capital expenditure
incurred prior to the First day of April, 2018. The Hon. Commission had allowed a debt equity ratio
of 70:30for the tariff determination for the period ending the Thirty First day of March, 2018 vide the
tariff order dated 03.09.2015.Hence, the debt equity ratio of the fixed assets capitalized prior to thirty
first March 2018 and after first day of April 2018 are same as 70:30. As such the company had taken
the debt equity ratio of 70:30 for computing the return on equity share capital for the control period.
The company had filed a petition before the Commission on 09.01.2018 seeking approval of capital
investment plan for 2018-19 as per Regulation 72 (2) of the Kerala State Electricity Regulatory
Commission (Terms and Conditions for Determination of Tariff) Regulations, 2014. The Hon.
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Commission had approved additional capitalization of Rs. 19.60 Lakhs for the year 2018-19 vide the
order dated 29.08.2018. The company had projected additional capitalization of Rs. 41.60 Lakhs,
Rs.38.70 Lakhs and Rs.4.00 Lakhs for the years 2019-20, 2020-21 and 2021-22 in this petition. The
company had computed the return on equity share capital at the rate of fourteen percent on the
amount of equity share capital approved by the Commission for the assets put to use at the
commencement of the financial year and on fifty percent of equity share capital portion of the
approved capital cost for the investment put to use during the financial year. As such, the return on
equity share capital computed for each year of the control period is tabulated as below.

Return on Equity Share Capital for the year 2018-19
Figures in Rs.Lakhs
Table-37
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

the Total Equity for 30% of the RoE @ 14%
the calculation Equity

by proposed

for of RoE

way of Equity the year
proposed

for

the year
1011.85

20.15

10.08

1021.93

306.66

42.93

Return on Equity Share Capital for the year 2019-20
Figures in Rs.Lakhs
Table-38
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

by proposed

the Total Equity for 30% of the RoE @ 14%
the calculation Equity
for of RoE

way of Equity the year
proposed

for

the year
1032.00
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41.60

20.80

1052.80

315.84

44.22
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Return on Equity Share Capital for the year 2020-21

Figures in Rs.Lakhs
Table-39
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

the Total Equity for 30% of the RoE @ 14%
the calculation Equity

by proposed

for of RoE

way of Equity the year
proposed

for

the year
1073.60

41.20

20.60

1094.20

328.26

45.96

Return on Equity Share Capital for the year 2021-22
Figures in Rs.Lakhs
Table-40
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

by proposed

the Total Equity for 30% of the RoE @ 14%
the calculation Equity
for of RoE

way of Equity the year
proposed

for

the year
1114.80
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4.00

2.00

1116.80

335.04

46.91
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4.7. INTEREST ON NORMATIVE LOAN.
The business of Rubber Park is entirely funded by the equity contribution from Kinfra and Rubber
Board. The company had not availed any loans.The company had computed the interest on normative
loan based on the Regulation 29 of the KSERC MYT Regulations, 2018. The Regulation 29 states that
(1) (a)The loans arrived at in the manner indicated in Regulation 26 shall be considered as gross
normative loan for calculation of interest on the loans. KSERC (Terms and Conditions for
Determination of Tariff) Regulations, 2018 34
(b) The interest and finance charges on capital works in progress shall be excluded from such
consideration and not be considered in the ARR and truing up processes.
(c) In the case of retirement or replacement of assets, the loan amount approved by the Commission
shall be reduced to the extent of outstanding loan component of the original cost of the retired or
replaced assets, based on documentary evidence.
(2) The normative loan outstanding as on the First day of April, 2018, shall be worked out by
deducting the amount of cumulative repayment as approved by the Commission up to the Thirty First
day of March, 2018, from the normative loan.
(3) Notwithstanding any moratorium period availed by the generating business/company or the
transmission business/licensee or the distribution business/licensee, the repayment of loan shall be
considered from the first financial year of commercial operation of the project and shall be equal to
the depreciation allowed for that financial year.
(4) The rate of interest allowed shall be the weighted average rate of interest calculated on the basis
of the actual loan portfolio at the beginning of each financial year applicable to the generating
business/company or the transmission business/licensee or the distribution business/licensee or State
Load Despatch Centre:
Provided that if there is no actual loan for a particular financial year of the control period but
normative loan is still outstanding, the weighted average rate of interest on the last available loan
shall be considered:
Provided further that if the regulated business of the generating business/company or the
transmission business/licensee or the distribution business/licensee or State Load Despatch Centre
does not have actual loan, but normative loan is outstanding, then interest shall be allowed at the
base rate.
(5) The interest on loan shall be calculated average loan as per the norms approved by the
Commission for the financial year by applying the weighted average rate of interest.
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(6) The generating business/company or the transmission business/licensee or the distribution
business/licensee or the State Load Despatch Centre, as the case may be, shall make every effort to
re-finance the loan as long as it results in net savings on interest and in that event the costs
associated with such re-financing shall be borne by the beneficiaries and any benefit from such
refinancing shall be shared in the ratio 1:1 among,- KSERC (Terms and Conditions for
Determination of Tariff) Regulations, 2018 35
(i) the generating business/company and the persons sharing the capacity charge; or
(ii) transmission business/licensee and long-term intra-State open access customers including
distribution business/licensee; or
(iii) distribution business/licensee and consumers.
(7) The changes to the terms and conditions of the loans during the financial year, if any, shall be
effective from the date of coming into force of such changes.
(8) Interest shall be allowed on the amount held as security deposit in cash from users of the
transmission system or distribution system and consumers at the bank rate as on the First day of
April of the financial year in respect of in which the petition is filed:
Provided that interest on security deposit actually paid to the users of the transmission system or
distribution system and to the consumers during the financial year, shall only be considered at the
time of truing up for the financial year.

As per the sub regulation 4 of the Regulation 26, the debt-equity ratio allowed by the Commission for
determination of tariff for the period ending the Thirty First day of March, 2018 shall be considered
for calculating the debt equity ratio of the fixed asset capitalized on account of capital expenditure
incurred prior to the First day of April, 2018.The entire business of Rubber Park is funded by the
equity contribution from Kinfra and Rubber Board (100% equity).The Hon. Commission had allowed
a debt equity ratio of 70:30for the tariff determination for the period ending the Thirty First day of
March, 2018 vide the tariff order dated 03.09.2015. Hence, the debt equity ratio of the fixed assets
capitalized prior to thirty first March 2018 and after first day of April 2018 are same as 70:30. As per
the sub regulation (2) of the regulation 26 of the KSERC MYT Regulations, 2018, “Where equity
employed is more than thirty percent of the approved capital cost, the amount of equity for the
purpose of tariff shall be limited to thirty percent and the balance amount shall be considered as
normative loan and interest on the same may be allowed at the weighted average rate of interest of
the actual loan portfolio.”Hence, as per the above Regulation, the 70% of the total equity of the
company is normative loan. Rubber Park had not availed any actual loan. As per the sub regulation
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(4) of the Regulation 29of the KSERC MYT Regulations, 2018, if the regulated business of the
distribution business/licensee does not have actual loan, but normative loan is outstanding, then
interest shall be allowed at the base rate.As such, the interest on normative loan computed for each
year of the control period is tabulated as below.

Interest on normative loan for the year 2018-19

Figures in Rs.Lakhs
Table-41
Equity at the Additional

50%

beginning

equity

of Capital

the year

investment

of

the Total Equity for Normative
the calculation loan

by proposed

proposed

normative loan

on

normative

for of interest on outstanding

way of Equity the year

Interest

loan @ base

(70% of the rate of 8.15%
Equity)

for

the year
1011.85

20.15

10.08

1021.93

715.35

58.30

Interest on normative loan for the year 2019-20
Figures in Rs.Lakhs
Table-42
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

by proposed

way of Equity the year
proposed

the Total Equity for Normative
the calculation loan
for of interest on outstanding
normative loan

for

Interest
normative

loan @ base

(70% of the rate of 8.15%
Equity)

the year
1032.00
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41.60

20.80

1052.80

on

736.96

60.06
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Interest on normative loan for the year 2020-21

Figures in Rs.Lakhs
Table-43
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

the Total Equity for Normative
the calculation loan

by proposed

proposed

normative loan

on

normative

for of interest on outstanding

way of Equity the year

Interest

loan @ base

(70% of the rate of 8.15%
Equity)

for

the year
1073.60

41.20

20.60

1094.20

765.94

62.42

Interest on normative loan for the year 2021-22

Figures in Rs.Lakhs
Table-44
Equity at the Additional

50%

beginning

equity

the year

of Capital
investment

of

by proposed

way of Equity the year
proposed

the Total Equity for Normative
the calculation loan
for of interest on outstanding
normative loan

for

Interest
normative

loan @ base

(70% of the rate of 8.15%
Equity)

the year
1114.80

63 | P a g e

4

2

1116.80

on

781.76

63.71
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4.8. FINANCE CHARGES
The company had filed a petition before the Hon. Commission on 29-12-2015, seeking approval of
the draft Power Purchase Agreement (PPA) to be entered into with K.S.E.B Ltd, for additional power
of 2200kVA at 110kV (over and above contract demand of 4500kVA as per PPA dated 24/03/2015).
The Hon. Commission had approved the same with some modifications and suggestions vide the
order dated 17.02.2016.

The Hon. Commission had suggested in the order that the “Article 8.9 and article 8.12 of the PPA
stipulates for double security mechanism, i.e., one in the form of LC equivalent to 1.05 times the
average billing demand and the second one in the form of security deposit equivalent to two months
electricity charges. The Commission is of the opinion that, any one of the security mechanism shall be
sufficient. Further, the bank charges for maintaining the LC and also the bank charges for providing
bank guarantee for 50% of the security deposit are the expenses of the RPIPL and hence the same
may reflect in the ARR and BST applicable to RPIPL. Further, the KSEB Ltd has also to provide
interest at bank rate for the security deposit with KSEB Ltd in the form of cash or demand draft,
which is an expense of the KSEB Ltd. Considering these factors, the petitioner RPIPL and the
respondent KSEB Ltd may mutually discuss and arrive at a consensus on the issue, and modify the
PPA accordingly. If KSEB Ltd insists for double security mechanism as provided in the draft PPA
and the RPIPL agree for the same, the cost of providing the double security mechanism shall be
allowed through the ARR of the RPIPL”.

As suggested by Hon. Commission in the order, we had requested the KSEB Ltd to relax the double
security mechanism proposed in the Article 8.9 and 8.12 of the PPA. However KSEB Ltd had refused
to relax the double security mechanism as suggested by the Hon. Commission in the order and
insisted for the same for executing the PPA. Hence we had provided both security deposit and opened
LC in favor of KSEB Ltd before executing the Power Purchase Agreement. The company had
projected the interest and finance charges on account of the same based on the actual expenditure
incurred during the year 2017-18. The interest and finance charges proposed for each year of the
control period is tabulated below.

64 | P a g e

ARR&ERC Petition for the second Control period (FY 18-19 to 21-22)
Table-45
Finance & Bank Charges

Rs.Lakhs

Remarks

For the year 2017-18

0.935

Actuals

For the year 2018-19

2.19

Charges include those required for executing additional
BGs

For the year 2019-20

2.19

For the year 2020-21

2.19

for the year 2021-22

2.19
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BGs

ARR&ERC Petition for the second Control period (FY 18-19 to 21-22)

5. EXPECTED REVENUE FROM CHARGES.
5.1. REVENUE FROM SALE OF POWER.

The company had projected the expected revenue from sale of power based on the energy sales
forecasted for each tariff category of consumers in Para 2.04 as per the present Retail Supply Tariff
prevailing in the state.

The tariff category wise expected revenue from sale of power as per the existing Retail Supply for
each year of the control period is tabulated as below. The Power factor incentive/penalty was
projected based on the actual power factor incentive/penalty incurred during the year 2017-18. The
power factor incentive/penalty given to the HT consumers was 1.45% of the Energy charges and that
for LT industrial consumers was 2.7% of the energy charges.

Revenue from sale of Power for the year 2018-19

Table-46
Tariff
Category

LT-IV A
LT VI B
LT VI F
LT VII A
LT Street
Light
HT-1A
Total
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Number of
Consumers

Connected
Load
(kVA/KW)

Units
Sold
(Mu)

Energy
Charge
(Rs.in
Lakhs)
175.32
0.60
10.08
3.81
0.83

PF
Incent/penalty
(Rs.in Lakhs)

Total
(Rs.in
Lakhs)

3.188
0.011
0.112
0.052
0.023

Demand
Charge
(Rs.in
Lakhs)
22.98
0.29
0.37
0.70
0.02

24
1
2
14
6

1702
35
25.94
62.8

4.73

203.03
0.90
10.45
4.51
0.85

16
63

8100
9925.74

27.399
30.785

218.70
242.89

1506.93
1697.57

-21.85
-17.12

1703.78
1923.51

ARR&ERC Petition for the second Control period (FY 18-19 to 21-22)

Revenue from sale of Power for the year 2019-20
Table-47
Tariff
Category

LT-IV A
LT VI B
LT VI F
LT VII A
LT Street
Light
HT-1A
Total

Number of
Consumers

Connected
Load
(kVA/KW)

Units
Sold
(Mu)

Energy
Charge
(Rs.in
Lakhs)
175.32
0.60
10.08
3.81
0.83

PF
Incent/penalty
(Rs.in Lakhs)

Total
(Rs.in
Lakhs)

3.188
0.011
0.112
0.052
0.023

Demand
Charge
(Rs.in
Lakhs)
22.98
0.29
0.37
0.70
0.02

24
1
2
14
6

1702
35
25.94
62.8

4.73

203.03
0.90
10.45
4.51
0.85

16
63

8100
9925.74

27.399
30.785

218.70
242.89

1506.93
1697.57

-21.85
-17.12

1703.78
1923.51

Energy
Charge
(Rs.in
Lakhs)
184.08
0.60
10.08
3.81
0.83

PF
Incent/penalty
(Rs.in Lakhs)

Total
(Rs.in
Lakhs)

4.97

214.06
0.90
10.45
4.51
0.85

1582.27
1781.68

-22.94
-17.97

1787.48
2018.24

Revenue from sale of Power for the year 2020-21
Table-48
Tariff
Category

LT-IV A
LT VI B
LT VI F
LT VII A
LT Street
Light
HT-1A
Total
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Number of
Consumers

Connected
Load
(kVA/KW)

Units
Sold
(Mu)

26
1
2
14
6

1852
35
25.94
62.8

3.35
0.011
0.112
0.052
0.023

Demand
Charge
(Rs.in
Lakhs)
25
0.29
0.37
0.70
0.02

18
63

8450
1025.74

28.77
32.31

228.15
254.37
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Revenue from sale of Power for the year 2021-22
Table-49
Tariff
Category

LT-IV A
LT VI B
LT VI F
LT VII A
LT Street
Light
HT-1A
Total

Number of
Consumers

Connected
Load
(kVA/KW)

Units
Sold
(Mu)

Energy
Charge
(Rs.in
Lakhs)
193.29
0.60
10.08
3.81
0.83

PF
Incent/penalty
(Rs.in Lakhs)

Total
(Rs.in
Lakhs)

3.51
0.011
0.112
0.052
0.023

Demand
Charge
(Rs.in
Lakhs)
27.03
0.29
0.37
0.70
0.02

28
1
2
14
6

2002
35
25.94
62.8

5.22

225.53
0.90
10.45
4.51
0.85

20
63

8850
1025.74

30.21
32.31

238.95
254.37

1661.39
1781.68

-24.09
-18.87

1876.25
2118.49

5.2. NON-TARIIF INCOME.
The Non-tariff income for each year of the control period was forecasted based on the actual non
tariff income received by the company during the year 2017-18. The non tariff income projected for
each year of the control period is tabulated below.
Table-50
Year
2017-18
2018-19
2019-20
2020-21
2021-22

Rs.Lakhs
0.604
0.604
0.604
0.604
0.604

Remarks
Actual
Projected
Projected
Projected
Projected

5.3. INCOME FROM WHEELING CHARGES.

The consumer of KSEB Ltd M/s. M Fuels had taken open access through the distribution network of
Rubber Park. The company had forecasted the income from wheeling charges based on the actual
income received during the year 2017-18.
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6. REVENUE SURPLUS/DEFICIT
The summary of the ARR&ERC projection for each year of the control period is tabulated as follows.

Table-51
Sl
No

Particulars

2018-19

2019-20

1.

Purchase of power

1741.11

1707.36

1798.33

1894.75

2

Repairs and maintenance

39.58

41.28

42.95

41.56

3

Employee cost

61.653

64.637

67.766

71.045

4

Admin & general expenses

56.03

57.85

60.44

63.35

5

Depreciation

42.861

48.789

45.368

40.232

6

Finance& Bank charges

2.19

2.19

2.19

2.19

7

Return on Equity

42.93

44.22

45.96

46.91

8

Interest on Normative Loan

58.30

60.06

62.42

63.71

9

Tax on ROE

-

-

-

-

9

Total expenses

2044.65

2026.39

2125.42

2223.747

10

Revenue from Sale of
power

1923.51

1923.51

2018.24

2118.49

11

Wheeling Charges

0.207

0.207

0.207

0.207

12

Other income

0.604

0.604

0.604

0.604

13

Surplus/deficit

(120.123)

(101.86)

(106.163)

(104.24)
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2020-21

2021-22
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7. OTHER ISSUES
7.1. Distribution loss at HT level for open access of KSEB Ltd (M/s. Mfuel)
The Hon. Commission in its order dated 15-5-2012 in the ARR&ERC 2012-13 of Rubber Park, had
directed the company to take steps for utilisation of the spare capacity in the substation with
arrangements with M/s. KSEB Ltd. In the meantime, M/s M fuels approached the Commission for
open access. The Commission has also held discussion with the Rubber Park and as per letter dated
19-7-2012, allowed open access to KSEB Ltd. Accordingly, the company had filed the petition in the
Hon. Commission and the Hon. Commission had fixed a wheeling charge of 30 paise per unit and
wheeling distribution loss of 1 % at HT level for the year 2013-14. The Hon. Commission had also
stated in the order that the same shall continue until further orders and Rubber Park may approach the
Commission for revision of the same as and when necessary with suitable proposals as per the
provisions of the Electricity Act 2003 and Rules made there under.
The major components of the distribution losses were resulted from the 2 no.s of 12.5 MVA Power
transformers. Moreover, 93.27 % of the total sale during the year 2016-17 was on account of the HT
consumers. Hence, the actual distribution loss at HT level is higher than 1%. The same can be easily
identifiable from following tables detailing the voltage vise distribution loss of Rubber Park during
the year 2016-17 by assuming the distribution loss at Ht level as 1%.

Up to 11 kV

Energy
Input
(110 kV)
Energy Sales

Energy sent to lower
voltage
Distribution Loss

MKWh

MKWh

MKWh

Percent

MKWh

32.151791

29.3865196

2.443753803

1.00

0.3215

Energy
(11kV)

LT
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Input
Energy Sales

Energy sent to
lower voltage
Distribution Loss

MKWh

MKWh

MKWh

Percent

MKWh

2.4437538

2.12223589

0

13.16

0.32151791
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Energy
Input
MKWh
Overall
Distribution Loss 32.151791

Energy Sales
MKWh

Energy sent to lower
voltage
Distribution Loss
MKWh
MKWh
Percent

31.50875549

0

2.00

0.643

From the above table, it can be seen that the distribution loss at LT level will be 13.16%, if the
distribution loss at HT level is assumed as 1%. Hence, it is clear from the above tables that the
fixation distribution loss of 1% at HT level for the open access consumer of KSEB Ltd (M/s. M fuel)
was not correct. Because of this non realistic fixation of distribution loss at HT level, the overall
distribution loss of the company directly increases with the increase in consumption of the open
access consumer of KSEB Ltd.
The intention of allowing open access is to reduce the distribution loss of Rubber Park by way of
utilizing the spare capacity of the substation. However, the said open access had resulted in further
increase of distribution loss.Accordingly, we had filed application for revision of the wheeling charge
and wheeling distribution loss along with the application for the revised ARR&ERC application for
the year 2017-18. Meanwhile, the Hon. Commission had approved uniform wheeling charge, cross
subsidy surcharge and wheeling distribution loss for all the distribution licensees in the state vide the
order under reference 3 cited above. The Hon. Commission had fixed the wheeling charge as Rs. 0.31
/ unit and wheeling distribution loss as 5.5 % at HT level for KSEB Ltd and other licensees operating
in the state.
However, the said modification was not yet done in the monthly demand notice issued by KSEB Ltd
to Rubber Park while adjusting the open access consumption of M/s. M-fuel. As detailed in the
forgoing paragraphs, the distribution loss of the company increases with the increase in consumption
of the open access consumer of KSEB Ltd. Hence, we humbly request that the Hon. Commission
maykindly give necessary direction to KSEB Ltd to incorporate the distribution loss of 5.5% at HT
level while calculating the power purchase of the company in the monthly demand notices.
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7.2. Cross Subsidy surcharge of Open access Consumers
The Commission vide the KSERC (Terms and Conditions for determinationof Tariff)
AmendmentRegulations, 2017, notified on 21st March-2017, hadadopted the surcharge formula as
per the Tariff Regulations, 2016 fordetermining the cross subsidy surcharge for open access
consumers.The Hon. Commission had fixed uniform cross subsidy surcharge for normal, peak and off
peak time periods for different category of consumers.
The open access power purchase of the consumer M/s. Classic Auto Tubes Ltd is detailed below.
Total Energy
% of open
Consumption (Up to Open Access Power
Power availed from
Access
TOD
August)
availed
Rubber Park
Power
Normal
1894910
278907.9
1616002.1
15
Peak
609740
160461
449279
26
Off Peak
1290700
0
1290700
0

The company humbly submits that the open access consumer is availing 26% of the power
requirement during the peak time (40% during June-18) from open access and availing the 100% of
the power requirement during off peak hours from the licensee. The consumer was availing low cost
power from the licensee during off peak hours and avoiding the costly power during peak hours by
availing open access power from energy exchange. The TOD tariff was introduced in the country for
discouraging the power consumption during the peak hours and to encourage the energy usage during
off peak hours. The Hon. Commission may kindly note that the uniform cross subsidy charge
throughout a day for the open access consumers availing power in TOD tariff is against the concept
of TOD tariff. The open access consumers will avail power from the distribution licensee during the
low tariff off peak hours and avail power from open access market during the Peak hours. This will
also affect the commercial viability of the power distribution licensee. The bulk supply tariff fixed for
the licensee was uniform throughout the day, however the RST applicable for the consumer was ToD
based. The comparison of the present BST against the RST for HT-1 industrial consumers is detailed
as below.
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ToD Slot
Time Zone-1 (Normal)

BST
4.55

RST
5.2

Margin of Licensee
0.65

Time Zone-2 (Peak)
Time Zone-3 (Off Peak)

4.55
4.55

7.8
3.9

3.25
-0.65

The company was purchasing power from KSEB Ltd at 4.55 Rs. per unit and selling to the HT and Lt
Industrial consumers at Rs. 3.95 per kWh. The licensee was compensating loss during the off peak
hour sales from the sales during peak hours. The said scenario was completely changed when the
major sales contributing consumer if the company started open access. Since the RST during off peak
hours are very less compared with the normal and peak hour tariffs, the company had pointed out
during the hearing of finalizing the cross subsidy formula that the open access consumers will most
probably opt for the low cost power from open access sources during the normal and peak hours and
utilizes the low cost power from the licensee during the off peak hours. The consumption pattern of
open access consumer of M/s. Classic tubes Ltd proved that the concerns of the company during the
fixation of cross subsidy surcharge was correct.
The ministry of Power, Govt. of India had issued a “Consultation paper on issues pertaining to
open access on 24th August 2017”. The ministry of power had pointed out in paragraph 3.5 of the
said consultation paper that “SERCs do not consider impact of Time of Day (TOD) tariff while
calculating CSS. In case where ToD tariff is in vogue, Open Access consumers end up paying
lower CSS if Open Access system is used during peak time when the retail tariffs are higher.”The
ministry of power had also proposed in the report that “the SERCs should introduce differential
Cross Subsidy Surcharge - for peak, normal and off peak hours based on the ToD tariff. Time of
the day sensitive pricing can also help address the issue of uneven scheduling by Open Access
consumers during the day.”

In this context, the company humbly submits that the Hon. Commission may kindly introduce
differential Cross Subsidy Surcharge - for peak, normal and off peak hours based on the ToD
tariff along with MYT tariff order for the control period from 2018-19 to 21021-22.
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8. PRAYER

Rubber Park prays to the Hon. Commission that
(a) The accompanying petition for the approval of Aggregate Revenue Requirement and
determination of tariff for each year of the Control Period as per the KSERC MYT Tariff
Regulations 2018 may kindly be approved.
(b) The bulk supply tariff of Rubber Park may suitably fix to bridge the revenue gap projected in
the petition.
(c) Kindly introduce differential Cross Subsidy Surcharge - for peak, normal and off peak hours
based on the TOD tariff.
(c) To permit Rubber Park to present the case in person and submit other details / information as
may be necessary before the Commission to enable to take a final decision on the matter.

Managing Director

Rubber Park India (P) Ltd,
Valayanchirangara,
Ernakulam Dist.
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