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Before the Sikkim State Electricity Regulatory Commission for the State of Sikkim, Gangtok

                                 Case No: TR -1 / 2012 - 13
                                                                                                       Date of Order : 30/03/2012

CORAM

Shri. T.T. Dorji, Chairperson
Order

1.1 The Electricity Act, 2003 (hereinafter referred to as the ‘Act’) vide section 82(1) of the Act has made it mandatory that every State, by notification, constitute for the purpose of this Act, a commission for the State to be known as the State Electricity Regulatory Commission.

The Sikkim State Electricity Regulatory Commission, (herein after referred to as the ‘Commission’) was constituted on 15th day of November, 2003 vide Extraordinary Gazette notification No. 28/P/GEN/97/524. Dated 15.11.2003.

Even though the Commission had been constituted in 2003, the Commission was not operative till April 2011. On 11th April 2011, the Chairperson was appointed on the recommendation of the Selection Committee constituted as per section 85 of Act, vide Home Department Notification No. 34/Home/2011, dated 11.04.2011. Thereafter the Secretary and other officials were appointed and the Commission began its work.

The functions of the State Commission have been laid down in section 86 of the Act. Of it’s many functions, the State Commission has to determine the tariff for generation, supply, transmission and wheeling of electricity, wholesale, bulk or retail, as the case may be, within the State. Further section 62(1) of the Act empowers the State Commission to determine the tariff in accordance with the provisions of this Act as well as the Regulations framed by this Commission, for supply of electricity by a generating company to a distribution licensee, for transmission of electricity, for wheeling of electricity and retail sale of electricity.
The Sikkim State Electricity Regulatory Commission, in exercise of the powers vested in it under the Electricity Act, 2003 hereby issues this order, suo-moto, determining the Annual Revenue Requirement (ARR) and Retail Supply Tariff for supply of electricity by the Energy and Power Department of Sikkim (hereinafter referred to as the  “EPDS” to the consumers in the State of Sikkim in the year 2012-13, duly taking into consideration, information provided by the EPDS, objections received by the Commission from consumers / consumer organisations and individuals and issues raised in the public hearing held at Gangtok on 24th March, 2012.

1.2
Suo – Moto proceedings for FY 2012-13

As per provisions of Section 64 of the Act, it is incumbent upon the licensee to make an application to the State Electricity Regulatory Commission for Determination of Tariff. Pending issue of SSERC (Terms and Conditions for Determination of Tariff) Regulations, the Commission had directed EPDS to furnish the data / information on the Aggregate Revenue Requirement (ARR) in the required formats to the Commission (Formats enclosed) vide communication dated 6th January, 2012. EPDS had not furnished the data / information required for Determination of ARR and Retail Supply Tariff for FY     2012-13.

The Commission then deputed its staff to EPDS to assist EPDS executives and obtained the data / information to the extent available for determination of ARR and Tariffs for FY 2012-13.

Since the tariffs were last revised in the year 2006, the Commission considered it necessary to suo-moto revise the Retail Supply Tariffs for FY 2012-13, by the end of March 2012 to be implemented from 1st April 2012. It has, therefore, taken steps to obtain the past data and EPDS own projections for FY 2012-13. Based on such information made available by EPDS and all other relevant data, the Commission has assessed the Annual Revenue Requirement for FY 2012-13.

1.3
Invitation of objections and public hearing

The Commission had issued a Public Notice in all the local papers namely the “Now”, “The Sikkim Express” on the 29th February, 2012 inviting suggestions / objections from consumers and general public to enable the Commission to suo-moto determine the ARR and Retail Supply Tariffs for FY 2012-13. The Commission received no objections within the date indicated.

The Commission then decided to hold a public hearing at Gangtok on 24th March, 2012 and issued a Public notice the “Now”, “The Sikkim Express”, “Dainik Marmeray” (Nep), “Anugamini” (Hindi), and the Government bulletin “Sikkim Herald” on the 20th  March, 2012 informing the  general public about holding of public hearing to be held at following venue on the dates indicated:

Venue 

  :  
Chintan Bhawan, Gangtok

Date & Time 
  :
24th March, 2012
The public hearing was held as per Schedule and still no suggestions / objections were received. 
1.4
Views of the State Government

While holding discussions with the officers of the EPDS, the Commission was informed that the  EPDS has not been able to achieve 100% metering within the State as a  lot of  new households are now coming up across the State. The Commission was also informed that there were  energy charge arrears outstanding against some of the Central and State Government Departments, Public Sector Undertakings and various Institutions.  
1.5
Issue of Directives

The Commission has observed that there are some issues which need immediate attention of EPDS to improve its performance / efficiency in power supply and reduce costs. In this context, Commission has considered it necessary to issue certain directives to EPDS separately in this Order.

1.6
Contents of the Order

The Order is divided into five Chapters:

1. The first chapter provides the background regarding, the ARR & Tariff proposal and details of public hearing process.

2. The second chapter outlines the overview of Sikkim Power Sector

3. The third chapter gives brief summary of objections raised, response from EPDS and Commission’s comments

4. The fourth chapter deals with the Annual Revenue Requirement and Retail Supply Tariff for FY 2012-13 – Commission’s Analysis and Decisions

5. The fifth chapter deals with directives of the Commission

2.
POWER SECTOR IN SIKKIM – AN OVERVIEW


2.1
Introduction

The EPDS is responsible for generation, transmission and distribution of electricity in the State of Sikkim.

The EPDS is a deemed licensee under the provisions of Electricity Act, 2003 in the State. It operates in an area of 7096 sq. KM. The total population of the State is around 6.08 lakhs as per 2011 census.

2.2
Power Supply

EPDS has its own installed  capacity of 40.692 MW of which 35.7 MW is hydro and about 4.992 MW of Diesel generation as detailed in table 2.1 below. Apart from this, the power supply requirements of EPDS are met from the Sikkim Power Development Corporation (herein after referred to as SPDC) and its share from Central Generating Stations.
Table 2.1: EPDS own installed capacity
	Sr.

No
	Name of Projects
	Installed Capacity
(MW)
	Remarks

	
	Hydro 
	
	

	1
	Lower Lhagap Hydel Power (LLHP)
	2 x 6.00
	 

	2
	Jali Power House (JPH)
	6 x 0.35
	 

	3
	Rimbi-I
	3 x 0.20
	 

	4
	Rimbi-II
	2 x 0.50
	 

	5
	Rothak
	2 x 0.10
	Power house Abandoned

	6
	Rongnichu
	5 x 0.50
	

	7
	Chaten
	2 x 0.05
	Power house Abandoned

	8
	Meyongchu
	2 x 2.00
	

	9
	Upper Rongnichu Hydel Project (URHP)
	4 x 2.00
	No Generation due to failure of water conductor system

	10
	Kalez
	2 x 1.00
	 

	11
	Lachung
	2 x 0.10
	 

	12
	Rabomchu
	2 x 1.50
	 

	
	Diesel
	
	

	13
	Diesel Power House Gangtok
	4 x 1.00
	 

	14
	DPH LLHP, Ranipool
	4 x 0.248
	 

	 
	Total
	40.692
	 


SPDC owns two hydro stations with an installed capacity of    5.00 MW and the small quantum of power generated from these stations is supplied to EPDS.

EPDS share from central generating stations and other sources as detailed in table 2.2 below

	Table 2.2: Power Allocation from CGS and other sources

	S.No
	Name of Generating Station
	Installed Capacity (MW)
	Share in Percentage
	Share in Mega Watts (MW)

	1
	Teesta V HEP, NHPC
	510
	13.19%
	67

	2
	Rangit HEP, NHPC
	60
	13.33%
	8

	3
	Chukha HEP, PTC
	336
	2.22%
	7

	4
	FSTPP, NTPC
	1600
	1.63%
	26.1

	5
	KHSTPP-I, NTPC
	840
	1.55%
	13

	6
	KHSTPP-II, NTPC
	1000
	0.033%
	3.3

	7
	TSTPP, NTPC
	1000
	2.40%
	24

	8
	Ramam HEP, WBSEDCL
	50
	20%
	10

	
	Total
	
	
	158.40


EPDS has purchased about 574 MU from the Central Generating Stations, PTC –(Chukka HEP) and share in WBSEDCL – (Ramam HEP) during FY 2010-11.

2.3
Transmission and Distribution Network

The EPDS owns and operates the transmission and distribution network as given in table 2.3 below

	Table 2.3: Transmission and Distribution Network as on 31st March, 2011

	S.No
	Details
	Unit
	Nos.

	I
	Substations
	 
	 

	1
	132/66 KV
	Nos
	1

	2
	66/11 KV
	Nos
	11

	II
	EHT Lines
	 
	 

	3
	132 KV
	Ckt.KM
	48.20

	III
	HT Lines
	 
	

	4
	66 KV D.C
	Ckt.KM
	45.26

	5
	66 KV S.C
	Ckt.KM
	234.13

	6
	11 KV / 3 phase
	Ckt.KM
	3037

	7
	11 KV / 2 phase
	Ckt.KM
	337

	IV
	LT Lines
	 
	

	8
	LT / 3 phase
	Ckt.KM
	2969

	9
	LT / Single phase
	Ckt.KM
	1979

	V
	Power Transformers
	 
	 

	10
	50 MVA
	Nos
	2

	11
	15 MVA
	Nos
	 

	12
	10 MVA
	Nos
	3

	13
	7.5 MVA
	Nos
	2

	14
	5 MVA
	Nos
	9

	15
	2.5 MVA
	Nos
	8

	VI
	Distribution Transformers 
	 
	 

	16
	500 KVA
	Nos
	97

	17
	300 KVA
	Nos
	119

	18
	200 KVA
	Nos
	96

	19
	150 KVA
	Nos
	42

	20
	100 KVA
	Nos
	176

	21
	63 KVA
	Nos
	425

	22
	25 KVA
	Nos
	726

	23
	10 KVA
	Nos
	389


2.4
Transmission and Distribution (T & D) Losses

The transmission and distribution (T&D) losses of EPDS were estimated at 64% during FY 2010-11. The technical and commercial losses of the system have not been segregated.

2.5
Consumer Profile and Energy Sales

The EPDS serves about 83177 consumers as on 31st March, 2011 with an annual consumption of about 163 MU. The category wise number of consumers and energy sales during 2010-11 are given in table 2.4 below

	Table 2.4: Consumer profile and Energy Sales during 2010-11

	S.No
	Consumer Category
	No of Consumers

(Nos)
	Energy Sales

(MU)

	1
	Domestic
	73482 
	57.97 (35.50%)

	2
	Commercial
	9088 
	29.23 (17.88%)

	3
	LT Industrial (LTIS)
	213 
	1.31 (0.80%)

	4
	Public Lightening
	-
	3.00 (1.84%)

	5
	Temporary supply
	-
	0.15 (0.09%)

	6
	HT Supply 
	207 
	58.37 (35.72%)

	7
	Bulk Supply
	187 
	13.35 (8.17%)

	
	Total
	83177
	163.38


2.6
Demand and Supply Position

The demand of the State of Sikkim was about 70 MW during FY 2010-11 and the allocation from various Central Generating Stations (CGS), Chukka (PTC) and share in Ramam HEP in West Bengal was about 158.4 MW as detailed in table 2.2 above. Thus about 80 MW of surplus power was available for trading outside the State during FY 2010-11. The power supply position in the State is comfortable.

2.7
Power purchases

The power purchase from various Central Generating Stations and other sources during FY 2010-11 is given in table 2.5 below:

	Table 2.5: Power Purchase from Central Generating Stations and other sources during FY 2010-11

	S.No
	Generating Station
	Power Purchased
(MU)
	Cost of Power
(Rs. crore)
	Average Cost
(Rs/kWh)

	 
	NTPC
	 
	 
	 

	1
	FSTPP
	185.48
	64.22
	3.46

	2
	KHSTPP I
	77.94
	22.49
	2.89

	3
	KHSTPP II
	27.86
	9.41
	3.38

	4
	TSTPP
	166.64
	41.73
	2.50

	
	NHPC
	 
	 
	 

	5
	Rangit
	4.51
	0.95
	2.11

	6
	Teesta
	30.75
	5.58
	1.81

	7
	WBSEDCL (Ramam HEP)
	40.25
	3.94
	0.98

	8
	PTC (Chukka HEP)
	40.58
	6.49
	1.60

	
	Sub-Total
	574.01
	154.81
	2.70

	9
	UI Purchases
	22.12
	9.20
	4.16

	10
	PGCIL Transmission Charges
	--
	21.90
	 

	
	Total
	596.13
	185.91
	3.12


2.8
Energy Balance

2.8.1
The supply and demand scenario during the FY 2010-11 is given in table 2.6 below.

	Table 2.6: Energy Balance during FY 2010-11

	 
	 
	 (MU)

	S.No
	
	2010-11

	I
	Energy Requirement
	 

	1
	Energy Sales
	163.00

	2
	T & D Loss (%) (estimated)
	64%

	3
	T & D LOSS (MU)
	289.78

	4
	Energy Requirement
	452.78

	II
	Energy Availability
	

	5
	Own Generation
	40.70

	6
	Power Purchase from CGS & Others
	574.00

	
	Less Transmission Loss @ 4% on (6)
	22.96

	7
	Net Power received at State periphery
	551.04

	8
	UI Purchases
	22.12

	9
	Total Power available (5+7+8)
	613.86

	
	Less Energy Requirement
	452.78

	10
	Surplus Power
	161.08


As mentioned earlier the power supply position in the State is thus comfortable.

3.
BRIEF SUMMARY OF OBJECTIONS, RESPONSE FROM EPDS AND COMMISSION’S COMMENTS


No suggestions / objections were received from the  consumers / general public during the Public Hearing.

4.
AGGREGATE REVENUE REQUIREMENT FOR FY 2012-13 – COMMISSION’S ANALYSIS AND DECISIONS


4.1
Energy Sales

A realistic estimation of category-wise energy sales for FY 2012-13 is essential to arrive at the quantum of energy required to be purchased and the likely receipt of revenue from sale of energy. The category-wise sales projected by EPDS for FY 2012-13 for approval of ARR are examined in the following sections.

4.2
Consumer Categories

The EPDS serves about 83177 consumers as on 31st March, 2011 in its area of operation and the consumers are broadly categorized as under

LT category 

· Domestic including BPL

· Commercial

· LT Industrial

· Public Lightening

· Temporary Supply

HT category

· HT Industrial

· Bulk Supply

The EPDS serves the consumers at different voltages at which the consumers avail supply. EPDS has informed that almost all consumers except street lighting are metered.

4.2.1
Growth of consumers and Connected Load

Category wise details of consumers and connected load during the last three years 2010-11 (actuals), estimated sales for FY 2011-12 and projection for FY 2012-13 as  
obtained from EPDS are given in Table 4.1 below:

	Table 4.1: Category wise Consumers and Connected Load

	
	
	
	
	
	
	
	

	S.No
	Category
	2010-11

(Actuals)
	2011-12

(Estimated)
	2012-13

(Projected)

	
	
	No
	Connected Load (KW)
	No
	Connected Load (KW)
	No
	Connected Load (KW)

	1
	Domestic Supply
	73482
	33089
	75800
	43438
	76896
	44703

	2
	Commercial
	9088
	12513
	9590
	14640
	9985
	17616

	3
	LT Industrial (LT IS)
	213
	574
	238
	632
	285
	695

	4
	Public Lightening
	- 
	1113
	- 
	1284
	- 
	1284

	5
	HT Supply
	207
	41443
	252
	45587
	287
	50146

	6
	Bulk Supply
	187
	14042
	192
	15446
	200
	16990

	7
	Temporary Supply
	 
	64
	 
	428
	- 
	428

	8
	Total
	83177
	102838
	86072
	121455
	87653
	131862


4.3
Energy Sales

The actual energy sales from FY 2008-09 to FY 2010-11, estimated sales for FY 2011-12 and projections for FY 2012-13 as furnished by EPDS are given in table 4.2 below:

	Table 4.2: Energy sales

(MU)

	S. No
	Category
	2008-09

(A)
	2009-10

(A)
	2010-11

(A)
	2011-12

(E)
	2012-13

(P)

	I
	LT Supply
	
	
	
	
	

	1
	Domestic
	56.20
	58.40
	57.97
	68.14
	73.13

	2
	Commercial
	28.90
	29.30
	29.23
	39.20
	41.15

	3
	LT Industrial (LTIS)
	1.20
	1.90
	1.31
	1.60
	2.14

	4
	Public Lighting
	2.60
	2.60
	2.60
	3.00
	3.00

	5
	Temporary Supply
	0.10
	0.10
	0.15
	1.00
	1.00

	6
	Total LT
	89.00
	92.30
	91.26
	112.94
	120.42

	II
	HT Supply
	
	
	
	
	

	7
	HT Supply
	57.50
	59.20
	58.39
	63.12
	68.16

	8
	Bulk Supply
	13.50
	14.50
	13.35
	15.72
	16.23

	9
	Total HT
	71.00
	73.70
	71.74
	78.84
	84.39

	10
	Grand Total 

(LT + HT)
	160.00
	166.00
	163.00
	191.78
	204.81


The EPDS has projected the category wise energy sales for FY 2012-13 based on the actual past sales during 2008-09 to 2010-11 and growth rate, new developments on account of Government policies, socio economic changes, industrial growth etc that would effect consumption across various categories of consumers. Year on year growth rate in consumers and their connected load is also taken as guiding factor to arrive at projections during 2012-13.

4.3.1 
Analysis of energy sales projections furnished by EPDS and Commission’s view
The category-wise specific consumption during FY 2010-11 worked out is shown in table 4.3 below:

	Table 4.3: Specific consumption during 2010-11

	
	
	
	

	S.No
	Category
	2010-11

kWh/consumer / year
	2010-11

kWh/consumer / month

	1
	Domestic including BPL
	 789
	 66

	2
	Commercial
	 3216
	 268

	3
	LT Industrial Consumers
	 6150
	 513

	4
	Public Lightening
	 
	 

	5
	HT Industrial
	 281981
	 23498

	6
	Bulk Supply
	 71390
	 5949

	 
	Total
	353371 
	29447  


The consumption of each category of consumers is discussed below to arrive at reasonable projection of energy sales for FY 2012-13.

Domestic:

EPDS has projected energy sales at 73.13 MU for the year 2012-13. Actual sales during 2010-11 are 57.97 MU. EPDS has projected average growth rate of consumers at 2.35% per annum.
The consumption of this category during the years 2008-09 to 2010-11 was stable at 56 to 58 MU but there was an increase during FY 2011-12 to 73.13 MU, a  17.48  percent increase from 57.97 MU during FY 2010-11. The reason for this is not explained by EPDS. The consumption for FY 2012-13 is projected at 73.13 MU, an increase of 7.32%. The consumption levels appear to be erratic. In a power surplus situation and with additional services being added under RGGVY, the consumption should be high. The Commission has considered a growth of 15% in energy sales for this category for 2012-13 over 2011-12 and this works out to 78 MU.

EPDS shall improve the metering, meter reading, billing to record the energy sales properly and also curb pilferage / theft of energy.

The Commission approves energy sales at 78 MU for domestic category for the year 2012-13.

Commercial:

EPDS has projected energy sales at 41.15 MU for the year 2012-13. The actual sales during 2010-11 are 29.23 MU.

As in the case of domestic, commercial registered high growth of 34% during FY  2011-12. 

An increase of 15% is considered for commercial category also during FY 2012-13 over FY 2011-12 and this works out to 45 MU. Similar steps as in the case of domestic have to be taken  by EPDS to improve the energy sales in commercial category also.

The Commission approves energy sales of commercial category at 45 MU for the year  2012-13.

LT Industrial (LTIS):

The EPDS has projected energy sales to this category at 2.14 MU for the year    2012-13. The actual sales during the year 2010-11 are 1.31 MU. The consumption during the years FY 2008-09 to FY 2010-11 was in the range of 1.20 to 1.9 MU. The estimated consumption during 2011-12 is 1.6 MU and the projected sales for FY 2012-13 are 2 MU.

The Commission approves energy sales of LT industry at 2 MU for the year   2012-13.

Public Lighting:

The EPDS has projected energy sales of 3 MU for this category for the year 2012-13. This is an un-metered category. Number of connections and fixtures and their connected load are not physically verified. Billing is being done based on some assumption.

Since the energy consumption in public lighting is estimated and not metered, it is difficult to estimate the consumption. Hence the consumption is considered at 3 MU as projected by EPDS for FY 2012-13.

The Commission approves 3 MU for the year 2012-13 for public lighting category.

HT Supply :

The EPDS has projected energy sales of this category at 68.16 MU for the year    2012-13. The actual sales during FY 2008-09 to 2010-11 were in the range of 57 to 59 MU. The consumption during FY 2011-12 is estimated at 63.12 MU. The Commission considers that the energy sales projected for FY 2012-13 at 68.16 MU is reasonable considering the estimated consumption during FY 2011-12.

The Commission approves energy sales at 68 MU to HT Supply category for the year 2012-13.

Bulk Supply:

The EPDS has projected energy sales of this category at 16.23 MU for the year 2012-13. The actual sales during FY 2008-09 to FY 2010-11 were in the range of 13.5 to 14.5 MU. The estimated sales for FY 2011-12 are 15.72 MU. Hence the projected sales at 16.23 MU for 2012-13 is considered reasonable.

The Commission approves energy sales at 16 MU for the year  2012-13 to Bulk supply category.

Temporary supply:

EPDS has projected sales under temporary supply at 1.00 MU. Since it is difficult to estimate the sales under this category, the Commission approves the sales under temporary supply at 1.0 MU.

4.3.2 
Category wise Energy sales
The category wise energy sales as discussed above and energy sales projected by the EPDS and approved by the Commission are given in table 4.4 below:

	Table 4.4: Category wise energy sales for 2012-13

	
	
	
	MU

	S. No
	Consumer Category
	Energy sales furnished by EPDS
	Energy sales approved by Commission

	1
	Domestic
	73.13
	78.00

	2
	Commercial
	41.15
	45.00

	3
	LT Industrial
	2.14
	2.00

	4
	Public Lightening
	3.00
	3.00

	5
	Temporary supply
	1.00
	1.00

	6
	HT Industrial
	68.16
	68.00

	7
	Bulk Supply
	16.23
	16.00

	8
	Total
	204.81
	213.00


4.4
Transmission and Distribution (T & D) Losses

The EPDS has furnished T&D losses for 2010-11 at 73.86%, which are stated to be actuals and estimated at 69% for 2011-12 and projected at 64% for 2012-13. The EPDS has considered a reduction of 5% during 2011-12 and 5% during 2012-13.

Commission’s Analysis

On a scrutiny of the data furnished by the EPDS, it is observed that the EPDS has estimated the energy loss based on the difference between input energy and sales to the consumers. That too has not been correctly arrived at for the reason that it has not taken into account the UI purchases and sales while calculating T&D losses. The interstate transmission losses also are not considered. The details of regional network losses have been obtained from Eastern Region Load Despatch Centre  (ERLDC) for the period 21.02.2011 to 19.02.2012 (52 weeks). The loss is in the range of 2.7% to 6%. The average loss is about 3.93%. Hence it is considered reasonable to adopt interstate transmission loss (loss in regional network) at 4%.

The regional pool loss level of 4% has therefore been considered for EPDS.

After considering regional pool loss of 4%, the T&D loss in the State system is worked out for the year 2010-11 with the data furnished by the EPDS as below:

Table 4.5: T&D loss in EPDS system for FY 2010-11

(Rs. crore)

	S. No
	Particulars
	2010-11

	1
	Own Generation (Net)
	40.70

	2
	Power Purchase from CGS and others
	574.00

	3
	Less Regional Transmission loss 
(4% of 2 above)
	22.96

	4
	Net Power received from CGS and others 
(2-3)
	551.04

	5
	UI purchases
	22.12

	6
	Total Power available to the State (1+4+5)
	613.86

	7
	Less energy sales outside the state
	 -

	a
	UI sales
	118.23

	b
	Bilateral Sales
	98.58

	
	Total Sales outside the State
	158.26

	8
	Energy available for sale within the state (7-8)
	455.60

	9
	Energy Sales within the state
	163.00

	10
	T & D Loss
	292.60

	11
	T & D Loss (%)
	64%


The T&D loss in EPDS system based on the power purchase, pool loss in regional network  external sales works out to 64% for FY 2010-11 as given in table 4.5 above.

EPDS has projected T&D loss at 64% for FY 2012-13. The loss is high and is not acceptable for the small T&D system of Sikkim. The Commission fixes the loss level at 50% for FY 2012-13. Though it is arbitrary, EPDS shall achieve this by taking the following measures.

The EPDS should analyse the reasons for such high T&D losses and take effective measures to reduce the losses by proper meterings, meter reading and billing and accounting the sales properly, voltage-wise energy audit has to be conducted by providing meters on incoming lines and at distribution transformers and arresting pilferage of energy and replacement of all defective meters and installation of meters to all unmetered connections. EPDS shall concentrate more on Gangtok and other urban distributions where substantial energy is consumed.

The Commission accordingly approves T&D losses within the state at 50% for the year 2012-13.

With the above observations, the trajectory for loss reduction for the years 2013-14 to 2015-16 is fixed as follows:

	2013-14
	46%

	2014-15
	42%

	2015-16
	38%


The EPDS shall make all efforts for reduction of losses in the system as above.

4.5
Energy Requirement 

The energy requirement for Sikkim to meet their demand would be the sum of energy sales to consumers and T&D loss approved as given in Table 4.6 below:

Table: 4.6: Energy requirement for FY 2012-13

(MU)

	 S. No
	Particulars
	2010-11

	1
	 Energy sales 
	213

	2
	T & D loss (50%)
	213

	3
	Energy requirement 
	426


4.6
Power Procurement for 2012-13

4.6.1
Own Generation
The EPDS owns 13 Mini Hydro electric power stations with an installed capacity of 35.70 MW and 2 Diesel generation stations with an installed capacity of 4.992 MW totaling to 40.692 MW as detailed in Table 4.7 below:

	Table 4.7: Installed Capacity and Own generation for FY 2010-11

	Sr. No
	Generating Stations
	Installed Capacity (MW)
	2010-11

(MU)
	Remarks

	A
	Hydro Generation
	
	
	

	1
	Lower Lhagap Hydel Power (LLHP) (2 x 6.00)
	12.00
	24.195
	

	2
	Jali Power House (JPH) (6 x 0.35)
	2.10
	3.163
	

	3
	Rimbi-I (3 x 0.20)
	0.60
	0.165
	

	4
	Rimbi-II (2 x 0.50)
	1.00
	0.415
	

	5
	Rothak (2 x 0.10)
	0.20
	0
	Power house abandoned

	6
	Rongnichu (5 x 0.5)
	2.50
	0.854
	

	7
	Chatan (2 x 0.05)
	                0.1
	-
	Power house abandoned

	8
	Meyongchu (2 x 2)
	4.00
	6.589
	

	9
	Upper Rongnichu Hydel Project (URHP) (4 x 2)
	8.00
	0
	No generation due to failure of water conductor system

	10
	Kalez (2 x 1)
	2.00
	0.760
	

	11
	Lachung (2 x 0.1)
	0.20
	1.025
	Power house abandoned

	12
	Rabomchu (2 x 1.50)
	3.00
	3.522
	

	13
	Sub-Total
	35.70
	40.684
	

	B
	Diesel Generation
	
	
	

	14
	DPH Gangtok (4 x 1)
	4.00
	0.153
	

	15
	DPH LLHP Ranipool (4 x 0.248)
	0.992
	-
	

	16
	Sub-Total
	4.992
	0.153
	

	17
	Grand Total
	40.692
	40.837
	

	18
	Less Auxiliary
	
	0.137
	

	19
	Net Generation
	
	40.700
	


The EPDS has furnished the actual net generation from the above stations at 40.70 MU during 2010-11 and projected net generation of 30 MU during 2012-13. EPDS has stated that the low generation during 2012-13 is due to shut down of the following plants for renovation.

1) Lower Lhagap Hydel Project (LLHP)
2) Rimbi-I

3) Rimbi-II

4) Kalez

5) Rabomchu

6) Jali Power House (JPH)
7) Rongnichu stage-II

4.6.2
Energy from Central Generating Stations and other sources

The balance energy requirement of EPDS is mainly met from allocation of power from SPDC Central Generating Stations, PTC and WBSEB.
The percentage of shares from CGS, Chukka (PTC) and bilateral share from Ramam West Bengal station for FY 2012-13 are as detailed in table 4.8 below

	Table 4.8: Power allocation from CGS and others for FY 2012-13

	Sr. No
	Generating Stations
	Installed Capacity (MW)
	Share

(%) 
	Share in MW
	Remarks

	I
	NTPC
	
	
	
	

	1
	FSTPP
	1600
	1.63
	26.1
	

	2
	KHSTPP – I
	840
	1.55
	13.0
	

	3
	KHSTPP – II
	1000
	0.33
	3.0
	

	4
	TSTPP
	1000
	2.40
	24.0
	

	II
	NHPC
	
	
	
	

	5
	Teesta V*
	510
	13.19
	67.0
	

	6
	Rangit*
	60
	13.33
	7.0
	

	7
	PTC – Chukka
	336
	2.22
	8.0
	

	8
	WBSEDCL (Ramam HEP)
	50
	20
	10.0
	

	9
	Total
	
	
	158.1
	


* 12% free power is not considered

Out of the above shares, State Government is entitled for free power of 12% from Teesta V HEP and Rangit HEP which is not considered to be available to EPDS as income from sale of free power goes to State’s general revenue.

Energy procurement during 2010-11 (Actuals) and estimated for FY 2011-12 and projected for FY 2012-13 as furnished by EPDS are given in table 4.9 below

	Table 4.9: Station wise Power Purchase as furnished by EPDS

(MU)

	Sr. No
	Generating Stations
	2010-11

(A)
	2011-12

(E)
	2012-13

(P)

	I
	NTPC
	
	
	

	1
	FSTPP
	185.48
	185
	185

	2
	KHSTPP – I
	77.94
	78
	78

	3
	KHSTPP – II
	27.86
	28
	28

	4
	TSTPP
	166.64
	170
	170

	II
	NHPC
	
	
	

	5
	Teesta V
	30.75
	30
	30

	6
	Rangit
	4.51
	4
	4

	7
	PTC – Chukka
	40.58
	40
	40

	8
	WBSEDCL 
	40.25
	40
	40

	9
	UI
	22.12
	23
	22

	10
	Total
	596.13
	598
	597


4.7
Energy Requirement and availability 

The energy requirement and availability for the year 2010-11 (Actuals) and estimated for 2011-12 and projected for 2012-13 as furnished by EPDS are given in table 4.10 below:

	Table 4.10: Energy Balance as furnished by EPDS

(MU)

	S. No
	Category
	2010-11
	2011-12
	2012-13

	1
	Energy sales within the State (MU)
	163
	191.78
	204.81

	2
	T & D Loss (%)
	73.86%
	69%
	64%

	3
	T & D Loss (MU)
	424.45
	426.22
	364.11

	
	Total
	587.45
	618.6
	568.91

	4
	Energy Available
	
	
	

	5
	Own Generation
	40.70
	42.00
	30.00

	6
	Power Purchase
	596.13
	598.00
	597.00

	7
	Total Power available
	636.83
	640.00
	627.00

	8
	Sale outside the state
	49.38
	21.4
	58.09

	9
	Net Power available for sale within state
	587.45
	618.6
	568.91


Commission’s Analysis

The Commission has examined the energy availability from central generating stations as projected by EPDS. As per Eastern Regional Power Coordination Committee, the energy available to Sikkim from central generating stations would be about 575 MU for FY 2012-13 and the energy balance is given in the table 4.11 below:

	Table 4.11: Energy Balance approved by the Commission


	S.No
	              Details 
	                        2012-13

	I
	Energy Requirement
	 

	1
	Energy Sales (MU)
	213.00

	2
	T & D Loss (%)
	50%

	3
	T & D LOSS (MU)
	213.00

	4
	Energy Requirement (MU)
	426.00

	II
	Energy Availability
	 

	5
	Own Generation (MU)
	30.00

	6
	Energy Purchase (MU)
	575.00

	7
	Less Pool Loss @ 4%
	(-)   23.00

	8
	Energy available at State periphery (5+7+8) (MU)
	582.00

	9
	Less Energy Requirement (MU)
	426.00

	10
	Surplus energy (MU)
	156.00


4.8
Power Purchase Cost

The allocation of power from CGS, the parameters adopted by EPDS to arrive at the entitlement of energy from CGS and projected availability of energy for purchase for the FY 2012-13 are discussed in paras 4.6 & 4.7 above.

The power purchase cost furnished by EPDS for the FY 2010-11 (actuals) and for the period from 04/2011 to 12/2011 9 months (actuals) and projected for 2012-13 are furnished in tables 4.12 to 4.14 below.

	Table 4.12: Power Purchase Cost for FY 2010-11

	S.No
	Generating Station
	Power Purchase 
(MU)
	Cost of Power
(Rs.crore)
	Average Cost
(Rs/kWh)

	 
	NTPC
	 
	 
	 

	1
	FSTPP
	185.48
	64.22
	3.46

	2
	KHSTPP I
	77.94
	22.49
	2.89

	3
	KHSTPP II
	27.86
	9.41
	3.38

	4
	TSTPP
	166.64
	41.73
	2.50

	 
	NHPC
	 
	 
	 

	5
	Rangit
	4.51
	0.95
	2.11

	6
	Teesta
	30.75
	5.58
	1.81

	7
	WBSEDCL
	40.25
	3.94
	0.98

	8
	PTC
	40.58
	6.49
	1.60

	 
	Sub-Total
	574.01
	154.81
	1.67

	9
	UI Purchases
	22.12
	9.20
	4.16

	10
	PGCIL Charges
	--
	21.90
	 

	 
	Total
	596.13
	185.91
	3.12


	Table 4.13: Power Purchase Cost for FY 2011-12 (upto 12/2011 for 9 months)

	
	
	
	
	

	S.No
	Generating Station
	Power Purchase
(MU)
	Cost of Power
(Rs/Cr)
	Average Cost
(Rs/kWh)

	 
	NTPC
	 
	 
	 

	1
	FSTPP
	127.34
	55.81
	4.38

	2
	KHSTPP I
	63.47
	26.12
	4.12

	3
	KHSTPP II
	17.42
	7.17
	4.12

	4
	TSTPP
	111.96
	33.00
	2.95

	 
	NHPC
	 
	 
	 

	5
	Rangit
	3.98
	2.06
	5.18

	6
	Teesta
	26.62
	4.40
	1.65

	7
	WBSEDCL
	43.85
	6.32
	1.44

	8
	PTC
	35.22
	6.45
	1.83

	 
	Sub-Total
	429.86
	141.33
	1.92

	9
	UI Purchases
	 
	 
	 

	10
	PGCIL Charges
	 
	 
	19.32

	 
	Total
	429.86
	141.33
	3.29


	Table 4.14: Power Purchase Cost projected by EPDS for FY 2012-13 

	S.No
	Generating Station
	Power Purchase
(MU)
	Cost of Power
(Rs/Cr)
	Average Cost
(Rs/kWh)

	 
	NTPC
	 
	 
	 

	1
	FSTPP
	185.00
	81.03
	4.38

	2
	KHSTPP I
	78.00
	32.14
	4.12

	3
	KHSTPP II
	28.00
	11.54
	4.12

	4
	TSTPP
	170.00
	50.15
	2.95

	 
	NHPC
	 
	 
	 

	5
	Rangit
	4.00
	2.07
	5.18

	6
	Teesta
	30.00
	4.95
	1.65

	7
	WBSEDCL
	40.00
	5.76
	1.44

	8
	PTC
	40.00
	7.32
	1.83

	 
	Sub-Total
	575.00
	194.96
	3.39

	9
	UI Purchases
	22.00
	9.15
	4.16

	10
	PGCIL Charges
	--
	27.15
	 

	 
	Total
	597.00
	231.26
	3.87


Commission’s Analysis

As seen from the above, the average purchase costs are varied from 2010-11 to 2011-12 and the EPDS has adopted the average cost of 2011-12 to project the power purchase cost for FY 2012-13. The power purchase bills for 11/2011 are obtained and the energy charges and annual fixed costs are adopted based on the billed costs for 11/2011 to arrive at the power purchase cost for 2012-13 from central generating stations, which works out to Rs. 196.66 crore as detailed in table 4.15 below. Commission has not considered power purchase under UI as there is surplus energy with EPDS. If any contingency arises for such purchase, the Commission would consider in the review for FY 2012-13.

	Table 4.15: Power Purchase Cost approved for FY 2012-13

	S.No
	Generating Station
	Power Purchase
(MU)
	Energy charges

(Rs/kWh)
	Fixed Cost

(Rs. core)
	Energy cost (Rs. crore)
	Total

(Rs. crore)

	 
	NTPC
	 
	 
	 
	 
	 

	1
	FSTPP
	185.00
	3.041
	12.59
	56.26
	68.85

	2
	KHSTPP I
	78.00
	2.393
	8.33
	18.67
	27.00

	3
	KHSTPP II
	28.00
	2.259
	3.33
	6.33
	9.66

	4
	TSTPP
	170.00
	2.047
	8.86
	34.80
	43.66

	 
	NHPC
	 
	 
	 
	 
	 

	5
	Rangit
	4.00
	0.795
	3.96
	0.32
	4.28

	6
	Teesta
	30.00
	0.751
	2.57
	2.25
	4.82

	7
	WBSEDCL
	40.00
	1.22
	 
	4.88
	4.88

	8
	PTC
	40.00
	1.59
	 
	6.36
	6.36

	 
	Sub-Total
	575.00
	 
	 
	 
	 

	9
	UI Purchases
	
	-
	-
	-
	-

	10
	PGCIL Charges
	--
	 
	 
	 
	27.15

	 
	Total
	575.00
	 
	39.64
	129.87
	196.66


The Commission approves power purchase cost at Rs. 196.66 crore for the year 2012-13 for purchase of 575 MU including PGCIL charges for inter-state transmission.

4.9
Fuel Cost

The EPDS has projected fuel cost at Rs. 0.85 crore for the FY 2012-13.

The Commission approves fuel cost of Rs. 0.85 crore for the year 2012-13 as furnished by EPDS.

4.10
Operation and Maintenance Expenses

O&M expenses comprise of Employee expenses, Repair and maintenance expenses and Administration and General expenses.

The EPDS has projected overall O&M expenses at Rs. 62.76 crore for the year 2012-13 as detailed in table 4.16 below:

	Table 4.16: Operation & Maintenance expenses for 2012-13

	
	
	
	
	(Rs. crore)

	S.No
	Details
	2010-11

(A)
	2011-12

(Estimated)
	2012-13

(Projected)

	1
	Employee Expenses
	46.64
	45.93
	52.21

	2
	Repairs & Maintenance expenses
	7.63
	7.86
	8.60

	3
	Administration & General expenses
	1.15
	1.19
	1.95

	4
	Total
	55.42
	54.98
	62.76


4.10.1
Employee expenses
The EPDS has projected the Employee expenses at Rs. 52.21 Crore for the year 2012-13. The employee expenses include salaries, allowances, leave encashment, terminal benefits such as pension and gratuity etc. The component wise details of employee expenses for FY 2010-11 (Actuals) estimated for 2011-12 and projected for FY 2012-13 as furnished by the EPDS are shown in table 4.17 below:

	Table 4.17: Total Employee Cost in the Department

	
	
	
	(Rs. crore)

	S.No
	Particulars
	Previous Year
(Actuals)
	Current Year
(Estimated)
	Ensuring Year
(Projected)

	1
	2
	3
	4
	5

	 
	SALARIES & ALLOWANCES
	 
	 
	 

	1
	Basic Pay
	23.091
	21.545
	22.821

	2
	Dearness Pay
	0.000
	0.000
	0.000

	3
	Dearness Allowance
	11.546
	11.419
	14.149

	4
	House rent Allowance
	3.464
	3.232
	3.423

	5
	Fixed Medical Allowance
	0.000
	0.000
	0.000

	6
	Medical Reimbursement charges
	1.161
	1.450
	1.980

	7
	Overtime Payment
	0.000
	0.000
	0.000

	8
	Other Allowance (detailed list to be attached)
	0.000
	0.000
	0.000

	a)
	Spl Border Compensatory Allowances
	2.309
	2.155
	2.282

	9
	Generation Incentive
	0.000
	0.000
	0.000

	10
	Bonus
	0.000
	0.000
	0.000

	11
	Sub-Total 
	41.571
	39.801
	44.655

	
	Terminus Benefits
	
	
	

	12
	Leave Encashment
	1.250
	1.500
	2.000

	13
	Gratuity
	2.330
	2.700
	3.000

	14
	Commutation of Pension
	1.320
	1.500
	2.000

	15
	Workmen compensation
	0.065
	0.250
	0.300

	16
	Ex-Gratia
	0.045
	0.100
	0.150

	17
	Sub-Total Pension Payments
	5.010
	6.050
	7.450

	17
	Pension Payments
	5.010
	6.050
	7.450

	18
	Basic Pension
	0.040
	0.050
	0.060

	19
	Dearness Pension
	0.000
	0.000
	0.000

	20
	Dearness Allowance
	0.020
	0.030
	0.040

	21
	Any Other Expenses (Medical)
	0.001
	0.002
	0.003

	22
	Sub-Total
	0.061
	0.082
	0.103

	23
	Total (11+17+22)
	46.642
	45.933
	52.208

	24
	Amount Capitalised
	0.000
	0.000
	0.000

	25
	Net Amount
	46.642
	45.933
	52.208

	26
	Add prior period expenses
	0.000
	0.000
	0.000

	27
	Grand Total
	46.642
	45.933
	52.208


Commission Analysis

Commission advises the EPDS to maintain the expenditure  at the projected figure of  Rs. 52.208 crores for the year 2012-13, which should  cover increments and increase in DA etc. 
4.10.2
Repairs and Maintenance expenses
The EPDS has projected Rs.8.60 crore towards repairs and maintenance expenses for the year 2012-13 as detailed in table 4.18 below

	Table 4.18: Repairs & Maintenance expenses 

	
	
	
	
	(Rs. crore)

	S.No
	Details
	2010-11
	2011-12
	2012-13

	1
	Unclassified
	7.63
	7.86
	8.60


Since the network is old and runs in hilly terrain, the Commission approves Repair and Maintenance expenses at Rs.8.60 Crore for the year 2012-13 as projected by EPDS.

4.10.3
Administration and General Expenses
The EPDS has furnished administration and general expenses at Rs. 1.95 for the 
year 2012-13 as detailed in table 4.19 below.

	Table 4.19: Administration and General Expenses

	
	
	
	(Rs. crore)

	S.No
	Particulars
	Previous Year
2010-11
(Actuals)
	Current Year
2011-12

(Estimated)
	Ensuring Year
2012-13
(Projected)

	1
	2
	3
	4
	5

	1
	Rent, rates & taxes
	0.05
	0.05
	0.07

	2
	Insurance
	0.00
	0.03
	0.05

	3
	Telephone, postage & Telegrams
	0.20
	0.18
	0.30

	4
	Consultancy fees
	0.06
	0.05
	0.10

	5
	Technical fees
	0.03
	0.01
	0.05

	6
	Other professional charges
	0.00
	0.00
	0.00

	7
	Conveyance & travel expenses
	0.50
	0.50
	0.75

	8
	Electricity & water charges
	0.24
	0.30
	0.45

	9
	Others
	0.02
	0.01
	0.11

	10
	Freight
	0.00
	0.00
	0.00

	11
	Other material related expenses
	0.05
	0.06
	0.07

	12
	Total expenses
	1.15
	1.19
	1.95

	13
	Less Capitalised
	0.00
	0.00
	0.00

	14
	Net expenses
	1.15
	1.19
	1.95

	15
	Add Prior period
	0.00
	0.00
	0.00

	16
	Total expenses charged to revenue
	1.15
	1.19
	1.95


The Commission approves administration and general expenses at Rs.1.95 Crore for the year 2012-13 as projected by EPDS as it is considered reasonable.

4.10.4
Capital Investment
The EPDS has projected Capital Investment of Rs.190.61 Crore during 2012-13. Scheme wise details during 2010-11 (Actuals) and estimated for 2011-12 and projected for 2012-13 are furnished in table 4.20

	Table 4.20: Details of Capital Expenditure

	
	
	
	
	
	
	
	(Rs. in Lakhs)

	S.No
	Name of projects/work/schemes undertaken under budget head
	District - ALL
	Year of Sanction
	Tendered / sanctioned cost
	Expenditure upto 2009-10 for ongoing schemes
	Expenditure during 2010-11 for ongoing schemes
	Estimated Expenditure 2011-12
	Projected Expenditure 2012-13

	1
	2
	3
	4
	5
	6
	7
	8
	9

	1
	Schemes Sanctioned Under MDs
	Total
	2009-10 to 2011-12
	2467.43
	1137.92
	99.99
	100.00
	1129.52

	2
	Schemes Sanctioned Under Buildings / Upgradation of Transformers
	Total
	2009-10 to 2011-12
	653.08
	499.84
	0.00
	100.00
	53.24

	3
	APDRP
	Total
	2003-04
	3765.00
	1400.00
	0.00
	0.00
	2365.00

	4
	NEC schemes
	Total
	2008-09 to 2011-12
	5263.81
	2040.81
	726.00
	1137.00
	1360.00

	5
	NLCPR Schemes
	Total
	2008-09 to 2011-13
	11685.22
	2557.34
	410.71
	2172.20
	6544.97

	6
	State Share of NEC/NLCPR Schemes
	Total
	2008-09 to 2011-14
	7606.69
	100.00
	3171.62
	0.00
	4335.07

	7
	CSS Schemes
	Total
	2010-11
	1900.05
	227.05
	0.00
	873.00
	800.00

	8
	RGGVY
	Total
	2009-10
	14814.03
	6628.63
	2647.07
	3065.39
	2472.94

	 
	Total
	 
	48155.31
	14591.59
	7055.39
	7447.59
	19060.74


The EPDS proposed to capitalize Rs.170.42 Crore during the year 2012-13 as detailed in table 4.21 below.

	Table 4.21: Work in Progress

	
	
	
	(Rs. crore)

	S.No
	Details
	2010-11
	2011-12
	2012-13

	1
	2
	3
	4
	5

	1
	Opening Balance
	145.91
	108.22
	89.34

	2
	Expenditure during the year
	70.55
	74.48
	190.61

	3
	Total Expenditure
	216.46
	182.70
	279.95

	4
	Capitalization during the year
	108.24
	93.36
	170.42

	5
	Closing Balance
	108.22
	89.34
	109.53


Commission’s Analysis

The EPDS has not furnished the source of funding the capital investment. The EPDS has to furnish the same in their ARR and Tariff petition to be filed in future. It is considered that the capital investment required  is funded by the State Government.

The Commission approves the proposed Capital expenditure of Rs.190 crore and proposed capitalization of Rs.170.42 crore.

The EPDS should submit scheme wise, workwise progress with dates of commencement and targeted dates for completion and progress of completion every quarter .
4.10.5
Depreciation
The EPDS has not furnished the details of fixed assets and the value of fixed assets held by the department  and also not maintained fixed asset registers. It has not claimed depreciation amount for the year 2012-13.

Commission’s Analysis

The EPDS has proposed to capatalise Rs.170.42 Crore during the year 2012-13. As such depreciation has to be provided for the new addition of assets valued Rs.170.42 crore. Regulation 115 of SSERC (Terms and Conditions for determination of Tariff) Regulations, 2012 specifies that depreciation for the assets shall be calculated annually at the rates specified by CERC from time to time. The effective rate of depreciation for distribution assets is 5.28% vide appendix 11 (Depreciation schedule of CERC Tariff, Regulations 2009).

The depreciation for 2012-13 has been worked out at Rs. 4.50 crore as detailed in table 4.22 below

	Table 4.22: Depreciation for 2012-13 provisionally approved by Commission

	S.No
	Particulars
	Amount (Rs. crore)

	1
	Gross fixed assets as on 01.04.2012 (GFA)
	-

	2
	Additions during the year 2012-13
	170.42

	3
	Gross fixed assets at the end of the year 2012-13
	170.42

	4
	Average GFA
	85.21

	5
	Depreciation rates
	5.28%

	6
	Depreciation for 2012-13
	4.50


The Commission approves depreciation charges at Rs. 4.50 crore for FY       2012-13.

4.10.6
Interest and Finance Charges
The EPDS has projected interest and finance charges at Rs.2.00 crore for the year 2012-13. EPDS has stated that it had taken loan from REC and Rs.17.44 crore is outstanding as on 01.04.2012 and it is proposed to repay Rs.5 crore during 2012-13 leaving a balance loan amount of Rs.12.44 as on 31.03.2013.

The details of loans and interest proposed are furnished in table 4.23 below

	Table 4.23: Interest and Finance charges projected by EPDS

	
	
	
	(Rs. crore)

	S.No
	REC Loan
	2010-11
	2011-12
	2012-13

	1
	2
	3
	4
	5

	1
	Opening Balance
	16.44
	16.44
	17.44

	2
	Loan taken during the year
	-
	6.00
	-

	3
	Principle paid during the year
	-
	5.00
	5.00

	4
	Closing balance
	16.44
	17.44
	12.44

	5
	Rate of Interest
	12.5%
	12.5%
	12.5%

	6
	Interest to be paid
	1.85
	2.12
	2.00


Commission’s Analysis

The EPDS has erred in calculation of interest. The correct amount of interest to be paid is as detailed in table 4.24 below

	Table 4.24: Interest and Finance charges approved by the Commission

	
	
	
	(Rs. crore)

	S.No
	REC Loan Particulars
	2010-11
	2011-12
	2012-13

	1
	2
	3
	4
	5

	1
	Opening Balance
	16.44
	16.44
	17.44

	2
	Loan taken during the year
	-
	6.00
	-

	3
	Loan repaid during the year
	-
	5.00
	5.00

	4
	Closing balance
	16.44
	17.44
	12.44

	5
	Average loan
	16.44
	16.94
	14.94

	6
	Rate of Interest
	12.5%
	12.5%
	12.5%

	7
	Interest Amount on average loan 
	2.06
	2.12
	1.87


The Commission approves interest and finance charges at Rs.1.87 crore for the year 2012-13.

4.10.7
Interest on Working Capital
The EPDS has not claimed any interest on working capital for FY 2012-13. Regulation 113 of SSERC (Terms and Conditions for determination of tariff) Regulations, 2012 provides interest on Working Capital as follows

1. Working Capital for supply of electricity shall consist of

(a) Operation and maintenance expenses for one month

(b) Provision for maintenance of spares at the rate of 1% of historical cost escalated at the rate of 6% PA from the date of Commercial operation.

(c) Receivables equivalent to two months on fixed and variable charges for sale of electricity.

2. Rate of interest on working capital shall be equal to the short term PLR of SBI as on 1st April of the relevant financial year for which the licensee files petition for ARR and tariff proposal. The interest on working capital shall be calculated on normative basis notwithstanding that the licensee may not take any loan towards working capital from any outside agency.

As such the interest on working capital is worked out as detailed in table 4.25 below:

	Table 4.25: Interest on working Capital approved by commission

(Rs. crore)

	S.No
	Particulars
	Total Cost
	Amount to be provided as working capital

	1
	2
	3
	4

	3
	Employee expenses
	49.61
	4.13

	4
	R&M expenses
	8.60
	0.72

	5
	Administration and General expenses
	1.95
	0.16

	6
	Maintenance spares
	-
	0.00

	7
	Receivables
	163.69
	21.62

	8
	Total 
	
	26.63

	9
	Interest on working capital @ 13.00%
	
	3.46


The Commission approves interest on working capital at Rs. 3.46 crore for the year 2012-13

4.10.8
Return on Equity
The EPDS has not claimed return on equity for the year 2012-13.

Commission’s Analysis

Regulation 110 of SSERC (Terms and Conditions for determination of Tariff) Regulations, 2012 provides return on equity at 14% PA on the equity amount appearing in the audited balance sheet or annual accounts.

The EPDS has not produced audited annual accounts such as balance sheet, profit and loss account etc. In addition, since it is a department of the State Government, the expenses are funded by the Government. As such, no separate equity is to be allowed for return on equity.

4.10.9 Provision for bad and doubtful debts
The EPDS has not claimed any provision for bad and doubtful debts for the year 2012-13.

Commission’s Analysis

Regulation 116 of SSERC (Terms and Conditions for determination of Tariff) Regulations, 2012 allows a provision for bad debts upto 1% of the receivables in the revenue requirement of the licensee. As per the data furnished, Rs. 115.90 crore is due from consumers as on 31.03.2011, which includes surcharge amount of        Rs. 12.46 crore, which should not be included in arrears, as the surcharge should go to non-tariff income.

The EPDS should analyse the assessment and transfer all non-tariff income items to Non-Tariff income in future filings. As such no provision for bad debts is made for the year 2012-13.

4.10.10 Non-Tariff Income
The EPDS has projected Rs. 15.19 crore towards Non-Tariff income for the year 2012-13, as detailed in table 4.26 below

	Table 4.26: Non-Tariff Income furnished by EPDS

	
	
	
	(Rs. in Crore)

	S.No
	Particulars
	2010-11
	2011-12
	2012-13

	1
	2
	3
	4
	5

	1
	Meter Rent
	0.09
	0.10
	0.11

	2
	Surcharge for belated payment
	12.40
	13.71
	15.08

	
	Total
	12.49
	13.81
	15.19


The Commission approves Non-tariff income at Rs. 15.19 Crore for the year 2012-13.

4.11
Aggregate Revenue Requirement

Having analysed the Revenue Requirement furnished by the EPDS for the year 2012-13, as enumerated in preceding paragraphs, the Commission approves the 
ARR for FY 2012-13 as indicated in table 4.27 below

	Table 4.27: Aggregate Revenue Requirement approved for FY 2012-13


	
	
	(Rs. crore)

	S.No
	Particulars
	Provisional approval by the Commission

	1
	Fuel Cost
	0.85

	2
	Power Purchase Cost
	196.66

	3
	O & M Expenses
	

	 
	Employee expenses
	49.61

	 
	R & M Expenses
	8.60

	 
	Adm & Genl Expenses
	1.95

	 
	Depreciation
	4.50

	 
	Interest & Finance Charges
	1.87

	 
	Interest on working capital
	3.46

	 
	Return on Equity
	-

	 
	Provision for bad debts
	-

	 
	Total Expenditure
	267.50

	 
	Less Non Tariff Income
	15.19

	 
	Aggregate Revenue Requirement
	252.31


4.12
Expected revenue from Existing Tariff

Based on the actual energy sales and assessment during 2010-11, category wise average revenue is obtained and the Commission assessed the category wise revenue for the year 2012-13, with the sales approved by the Commission for FY 2012-13. The sales outside the State is also considered and the same is included in the revenue. Average price for sales outside to State is considered at Rs. 3.50 / kWh which is the current average market rate.

Thus the revenue from existing tariff for the year 2012-13 works out to Rs. 129.74 crore as detailed in table 4.28 below:

	Table 4.28: Revenue from Existing Tariff for FY 2012-13

(Rs. crore)

	S.No
	Category
	Energy Sales
	Average Revenue
	Total Revenue

	1
	Domestic
	78.00
	1.61
	12.59

	2
	Commercial
	45.00
	3.97
	17.87

	3
	LT Industrial (LT IS)
	2.00
	4.05
	0.81

	4
	Public Lightining
	3.00
	3.00
	0.90

	5
	Temporary Supply
	1.00
	2.00
	0.20

	 
	 LT sales
	129.00 
	 
	32.37

	6
	HT  Supply
	68.00
	5.88
	39.98

	7
	Bulk Supply
	16.00
	5.13
	8.21

	 
	 HT sales
	84.00 
	 
	48.19 

	 8
	Sales within the State
	223.00
	 
	82.14

	9
	Sales outside the State
	136.00
	3.50
	47.60

	 
	Total Sales
	349.00
	 
	128.16


The Commission approves revenue from sale of power at Rs. 128.16  crore for the year 2012-13.

4.13
Revenue Gap

Revenue gap after considering revenue from sale of power works out to be            Rs. 124.15 crore as detailed in Table 4.29 below:

	Table 4.29: Revenue Gap

	
	
	(Rs in crore)

	S.No
	Particulars
	Approved by the Commission

	1
	Aggregate Revenue Requirement
	252.31

	2
	Less Revenue from sale of power
	128.16

	3
	Less Govt subsidy
	-

	4
	Gap
	124.15

	5
	Energy sales (MU) including sales outside
	349

	6
	Average cost (Rs/kWh)
	7.23


4.14
Determination of Tariff

4.15
Annual Revenue Requirement

The Commission has determined the ARR for FY 2012-13 at Rs. 252.31 crore considering the revenue from sale of power to the consumers and from outside sales at Rs. 47.60 crore, the total revenue is Rs. 129.74 crore.

4.16
Determination of Retail Supply Tariffs

In determining the retail supply tariffs, the Commission is guided by the principles laid down in Section 61 of the Act, as well as its own Regulations, relevant aspects of National Electricity Policy, National Tariff Policy and inputs received from consumers during the process of public hearing.

As per National Tariff Policy, the tariff for consumers below poverty line upto 30 units / month will be at least 50% of the average cost. The tariff should be within ± 20% of the average cost of supply  by the end of FY 2010-11. The average cost of supply is substantially high at Rs. 7.03 / unit in EPDS. In view of this the tariff at 50% average cost of supply to BPL consumers and at ± 20% to the other consumers will result in tariff  shock. Since it is being the first tariff order under Regulatory regime the Commission considered moderate increase in tariffs in this order for FY 2012-13. The revised tariffs are given in Annexure – I.

4.17
Revenue from revised tariff

As seen from the above table there is a gap of Rs. 124.15 crore between aggregate Revenue Requirement and Revenue from sale of power at existing tariff. The percentage of gap is about 49%. As discussed above a moderate increase of tariff at 16.36 %, is considered by the Commission. The revenue from revised tariff would be about Rs. 125.36 crore. 

The revised tariff and the revenue from revised tariffs are given in table 4.30 below.

	Table 4.30: Revenue from revised Tariff for FY 2012-13

	S.No
	Category
	Energy Sales
	Average Revenue
	Total Revenue

	1
	Domestic
	78.00
	2.23
	17.39

	2
	Commercial
	45.00
	4.46
	20.09

	3
	LT Industrial (LT IS)
	2.00
	4.67
	0.84

	4
	Public Lightning
	3.00
	3.27
	0.98

	5
	Temporary Supply
	1.00
	3.07
	39.64

	 
	 LT sales
	129.00 
	
	78.94

	6
	HT Supply
	68.00
	4.23
	28.77

	7
	Bulk Supply
	16.00
	5.85
	9.35

	 
	 HT sales
	84.00 
	
	38.12

	 8
	Sales within the State
	213.00
	3.65
	77.76

	9
	Sales outside the State
	136.00
	3.50
	47.60

	 
	Total Sales
	349.00
	
	125.36


4.18
The revenue from the proposed tariff and the revenue gap with the proposed tariffs 

are given in table 4.31 below:

Table 4.31: Revenue gap with revised tariffs for FY 2012-13 and revenue gap

	
	
	(Rs. crore)

	Particulars
	
	

	ARR for FY 2012-13
	252.31
	

	Revenue from proposed tariff
	125.36
	

	Revenue gap
	126.95
	


The revenue gap is treated as Regulatory Asset and will be recovered in three years FY 2013-14, 2014-15 and 2015-16 equally with carrying cost at the interest rate ruling during the year.

5. 
DIRECTIVES

5.1
While examining the information and data furnished by EPDS for the FY 2012-13, it has been observed that the compilation and computation of data have not been done in the formats prescribed in SSERC (Terms and Conditions for Determination of Tariff) Regulations 2012. The Commission has also observed that the performance has to be improved in most of the areas.

Therefore, the Commission decided to issue the following directives to the EPDS in the larger interest of Stakeholders.

Directive – 1 : Recovery of Arrears
As the EPDS had  reported that  substantial amount of dues are outstandings against some  consumers,  the EPDS is directed to  take action to recover the same at the earliest. Section 56 of the Electricity Act 2003 provides the Deemed Licensee power to disconnect supply in case of default in payment. This should be resorted to  in case the payments are not  made by the  concerned consumers. The EPDS is therefore  directed to submit the report on the action taken and the recovery made within two months of the date of issue of this order. 

Directive 2 : Submission of ARR & Tariff petition

As per Regulation 96 of SSERC (Terms and Conditions for determination of Tariff) Regulations 2012, the distribution licensee shall file an application for determination of tariff for retail supply of electricity along with Annual Revenue Requirement (ARR) by 30th November every year in the manner and formats as specified in chapter 3 of the regulations. The EPDS’s is therefore directed to file the ARR and Tariff petition well in time i.e., on or before 30th November each year in future with all the data / information as required in the formats.

Directive 3: Maintenance of Asset and Depreciation Registers 

The EPDS is directed to assimilate asset and depreciation registers and update them with due physical verification of fixed assets. This task should be completed by 31.10.2012 and submit them along with the ARR & Tariff Petition for FY 2013-14.


Directive 4: Annual statements and Accounts 

The Electricity Business in the State of Sikkim has now come under regulations framed under the provisions of Electricity Act 2003. The EPDS has to prepare Annual Accounts such as Balance sheet, Profit and loss account along with required statements and schedules prescribed under the Electricity (Supply) (Annual Accounts) Rules 1985 and get them audited and submit the same along with the future filing.



Directive 5:  Management Information System (MIS)

The EPDS has not maintained proper data in respect of sales (slab wise), with number of consumers and connected load / demand etc. for proper analysis of the past data based on actuals and estimation of proper projections for consideration in the ARR. The EPDS is directed to take steps to build credible and accurate data base and management information system (MIS) to meet the requirements for filing ARR & Tariff Petition as per regulatory requirement. The formats, software and hardware may be synchronized with the Regulatory Information and Management System (RIMS) circulated by Central Electricity Regulatory Commission (CERC). 



Directive 6:  Pilferage of Energy

The EPDS has furnished the T&D losses at 73.86% during 2010-11 and projected the losses at 69% for 2011-12 and 64% 2012-13.The Department has not segregated the losses into technical and commercial losses. It is possible that substantial percentage of losses projected may be commercial losses on account of pilferage and malpractices. 

Pilferage of energy may be by illegal tapings from electrical lines, tampering meters etc. The Commission feels that there is need to launch an extensive drive to remove illegal connections, if any, check meter tampering, replace the defective meters, maintain proper account of un-metered services and keep constant vigil so that corrective measures could be taken to reduce the AT & C losses. Requisite action may be taken as per the provisions under sections 135 and 138 of Electricity Act, 2003.

The EPDS is directed to furnish an action plan in a month time to arrest the pilferage and malpractice.  


Directive  7 :  Use of / Replacement of Non-Functional / Defective     Meters

Section 55 of the Electricity Act makes it mandatory  for all consumers to have a meter installed  at the place of residence / office.  EPDS must ensure that all  households in the  State be properly metered.  EPDS may like to avail of the assistance  of the Government Undertakings like State Trading Corporation Sikkim (STCS) and Sikkim State Cooperative Supply and Marketing Federation (SIMFED) for making available  standard meters that can be availed of by the consumers at  a reasonable price. 

It is understood that about 50% of total connections are with defective meters. Information of non-functional meters may be obtained from the field officers and ensure that data is maintained correctly.

Replacement of meters shall be planned on priority wise i.e., meters of Bulk supply, commercial, industrial and high value domestic categories to be replaced on priority. In respect of defective meters billing may be done by adopting standard method. The Data on defective meters, replacement, pendency shall be filed with the next petition. 

Directive 8:  Consumer contribution for Capital Investment 

The fact of consumer contribution for capital investment is not brought out in the ARR and Tariff Petition.

The EPDS is directed to furnish the details of contributions being collected from consumers for capital works. The amounts collected from the consumers towards capital investment shall be brought out in the accounts. The depreciation and Return on Equity / Capital Base should not be claimed on the amount contributed by the consumers towards capital investment.

Directive 9:  Energy Audit

The EPDS has projected the transmission and distribution loss at 69% for the year 2011-12 & 64% for FY 2012-13. The loss level is high for a small distribution.

The EPDS is directed to get Energy Audit conducted by providing meters on all the feeders (132 kV, 66 kV and 11 kV) and at distribution transformers to identify the high loss areas and take appropriate measures to reduce both technical and commercial losses to the level fixed by the Commission.  Intrastate transmission loss shall be assessed by providing meters on incoming 132 kV feeders and 66 kv feeders to facilitate assessment of distribution losses in the State. The EPDS shall also comply with loss reduction trajectory for T&D losses for the next three years. EPDS shall improve the metering, meter readings, billing, revenue collection etc.

The investment required to reduce the losses shall be included in the investment plan for augmentation of T&D system to be submitted to the Commission. Effective technical and administrative measures shall be taken to reduce the commercial losses.  The action plan for energy audit and loss reduction measures shall be furnished to the Commission by 30-9-2012.


Directive 10:  Investment Plan and Capping of capital expenditure 

Annual Investment Plan shall be submitted to the Commission and approval of Commission should be obtained for all major capital works costing Rs. 5.00 crore and above before execution of the works.

Directives 11:  Interest on Security Deposit

EPDS did not indicate the amount of security deposit collected from the consumers. EPDS is directed to maintain consumer-wise security deposit collected. Such data shall be furnished with the next filing.

COMMISSION’ S ORDER

Having considered the data furnished by EPDS for approval of Aggregate Revenue Requirement (ARR) and determination of retail tariff for supply of energy, the Commission, in exercise of power conferred by Section 62 of the Electricity Act, 2003; approves the aggregate revenue requirement (ARR) for FY 2012-13 as detailed below:

(Rs. crore)

	Sl.No.
	Details
	Amount

	
	
	

	1. 
	Fuel cost
	0.85

	2. 
	Power purchase cost
	196.66

	3. 
	Employee cost
	49.61

	4. 
	R&M expenses
	8.60

	5. 
	Administration and expenses
	1.95

	6. 
	Depreciation 
	4.50

	7. 
	Interest and finance charges
	1.87

	8. 
	Interest on working capital
	3.46

	9. 
	Return on equity 
	-

	10. 
	Provision for bad debts
	-

	11. 
	Total requirement 
	267.50

	12. 
	Less: Non-tariff income 
	15.19

	13. 
	Net revenue requirement
	252.31

	14. 
	Total revenue from revised tariff
	125.36

	15. 
	Gap
	126.95


1. The approved retail tariff for supply of energy shall be in accordance with the tariff schedule annexed.

2. This order is issued suo-moto and shall come into effect from 1st April, 2012 and shall be in force till next revision takes place.








Chairperson -cum- Member

Gangtok

Date:  30th March, 2012
ORDER
OF THE
SIKKIM STATE ELECTRICITY REGULATORY COMMISSION 
IN
CASE No.  : TR – 1/2012-13

DETERMINATION OF THE TARIFF FOR THE YEAR 2012 – 13
PAGE  
2

