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JOINT ELECTRICITY REGULATORY COMMISSION
FOR MANIPUR AND MIZORAM

TBL Bhawan, 2nd to 5th Floor peter street,

E18, Khatla, Aizwal, Mizoram – 796001

Petition (ARR & Tariff) No. 2 of 2015
In the matter of 

Determination of Multi Year Aggregate Revenue Requirement (ARR) for control period FY 2016-17 and FY 2017-18 and Transmission Tariff for FY 2016-17 for transmission of Power by the Manipur State Power Company Limited in the State of Manipur.

AND

Manipur State Power Company Ltd.





Petitioner

 (Herein referred to as MSPCL)

Present

Mr. R.K Kishore Singh

Chairperson

ORDER

(29/02/2016)
1. The Manipur State Power Company Ltd (herein after referred to as MSPCL) is a deemed licensee in terms of section 14 of the Electricity Act 2003 (herein after referred to as Act), engaged in the business of, transmission of electricity in the state of Manipur.

2. As per the directive of the Commission, the MSPCL has filed the Petition for determination of Aggregate Revenue Requirement (ARR) for revised control period FY 2016-17 to FY 2018-19 and Transmission Tariff for FY 2016-17. But as per JERC for M&M (MYT) Regulations 2014 the first control period is from FY 2015-16 to FY 2017-18 and for every block of five years thereafter. As such the Commission has limited the present (MYT) ARR petition for control period FY 2016-17 to FY 2017-18.
3. In exercise of the powers vested under section 62 read with section 64 of the Electricity Act 2003 and Regulation 16 JERC (M&M) (Multi Year Tariff) Regulations, 2014 (herein after referred to as Tariff Regulations) and other enabling provisions in this behalf the Commission issues this order for approval of the ARR for control period FY 2016-17 and FY 2017-18 and determination of Transmission Tariff for FY 2016-17 for Transmission of electricity in the state of Manipur.
4. Regulation 17 of MYT Regulations 2014, specify that the transmission licensee shall file ARR and Tariff Petition in all aspects along with requisite fee as specified in Commission’s fees, fines and charges regulations on or before 30th November of the current financial year. Accordingly the MSPCL has filed the petition for approval of ARR for control period FY 2016-17 and FY 2017-18 and transmission tariff for FY 2016-17.
5. Though the JERC for M&M (Multi Year Tariff) Regulations, 2014 does not provide annual performance reviews, the Commission considers it appropriate to review the previous year ARR with reference to RE but without changing the principles. Accordingly, review for FY 2015-16 is carried out.
6. Regulation 17 of the MYT Regulations, 2014 provides giving adequate opportunity to all stake holders and general public for making suggestions/objections on the Tariff Petition as mandated under section 64 of the Electricity Act 2003. Accordingly the Commission directed MSPCL vide letter No.H.20013/09/15-JERC dated. 05.01.2016 to publish the MYT ARR for FY 2016-17 and FY 2017-18 and Tariff Petition for the FY 2016-17 in an abridged form as public notice in news papers having wide circulation in the state inviting suggestions/objections on the Tariff Petition.
7. Accordingly MSPCL has published the Tariff Petition in the abridged form as public notice in various newspapers and the Tariff petition was also placed on the website of MSPCL. The last date of submission of suggestions/objections was fixed on 29.01.2016.
8. The Commission, to ensure transparency in the process of Tariff determination and for providing proper opportunity to all stake holders and general public for making suggestions/objections on the Tariff petition and for convenience of the consumers and general public across the state, decided to hold the public hearing at the headquarters of the state. Accordingly the Commission held public hearing at Imphal on 19.02.2016 in Hotel Classic Regency Hall, Imphal from 1:00 p.m. to 3:00 p.m..
9. The proposal of MSPCL was also placed before the State Advisory Committee in its meeting held on 18.02.2016 and various aspects of the Petition were discussed by the committee. 
10. The Commission took into consideration the facts presented by the MSPCL in its Petition and subsequent various filings, the suggestions/objections received from stakeholders, consumer organizations, general public and State Advisory Committee and response of the MSPCL to those suggestions/objections.
11. The Commission taking into consideration all the facts which came up during the public hearing and meeting of the State Advisory Committee has approved the ARR for control period for FY 2016-17 and FY 2017-18 and transmission tariff for FY 2016-17.

12. The Commission has reviewed the directives issued earlier in the Tariff orders for FY 2010-11 to FY 2015-16 and noted that some of the directives are compiled and some are partially attended. The Commission has dropped the directives compiled with and the remaining directives are consolidated and fresh directives are added.
13. This order is in seven chapters as detailed below:
1. Chapter 1: Introduction

2. Chapter 2: Summary of ARR for control period for FY 2016-17 and FY 2017-18 



  & Tariff petition for FY2016-17. 

3. Chapter 3: Brief outline of objections raised, response from MSPCL and 




Commission’s observation.

4. Chapter 4: MSPCL over view.

5. Chapter 5: Annual Performance Review for FY 2015-16 

6. Chapter 6: Analysis and determination of ARR for control period FY 2016-17 




 and FY 2017-18 and transmission Tariff for FY 2016-17.

7. Chapter 7: Directives. 
14. The MSPCL should ensure implementation of the order from the effective date after issuance of a public notice, in such a font size which is clearly visible in two daily newspapers having wide circulation in the state within a week and compliance of the same shall be submitted to the Commission.
15. This order shall be effective from 1st April, 2016 and shall remain in force till 31st March, 2017 or till the next Tariff Order of the Commission.








(R.K. KISHORE SINGH)








Chairperson
Place
: Aizawl
Date
: 29.02.2016
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Introduction
1.1 JERC for Manipur and Mizoram (JERC, M&M)

In exercise of the powers conferred by the Electricity Act 2003, (hereinafter referred to as Act) the Government of India constituted Electricity Regulatory Commission for the States of Manipur and Mizoram to be known as “Joint Electricity Regulatory Commission for Manipur and Mizoram” vide GOI. Gazette (Extra Ordinary) Notification No. 23/3/2002 R&R dated 10/01.2005, (hereinafter referred to as Commission) as per the authorization given by the Government of Manipur and the Government of Mizoram vide Memorandum of Agreement dated 23/07/2004. The Commission constituted is a two-member body designated to function as an autonomous authority responsible for regulation of the power sector in States of Manipur and Mizoram. The powers and functions of the Commission are as prescribed in the Act. The head office of the Commission is presently located at Aizawl, the capital town of Mizoram. The Commission became functional w.e.f. January 24th, 2008.
a) In accordance with the Act, the Commission discharges the following functions:
i. Determine the tariff for generation, transmission, distribution and wheeling of electricity, wholesale, bulk or retail, as the case may be, within the State:

Provided that where open access has been permitted to a category of consumers under Section 42 of the Act, the State Commission shall determine only the wheeling charges and surcharge thereon, if any, for the said category of consumers;

ii. Regulate electricity purchase and procurement process of distribution licensees including the price at which electricity shall be procured from the generating companies or licensees or from other sources through agreements for purchase of power for distribution and supply within the State;

iii. Facilitate intra-State transmission and wheeling of electricity;

iv. Issue licenses to persons seeking to act as transmission licensees, distribution licensees and electricity traders with respect to their operations within the State;

v. Promote co-generation and generation of electricity from renewable sources of energy by providing suitable measures for connectivity with the grid and sale of electricity to any person, and also specify, for purchase of electricity from such sources, a percentage of the total consumption of electricity in the area of a distribution licensee;

vi. Adjudicate upon the disputes between the licensees and generating companies; and to refer any dispute for arbitration;

vii. Levy fee for the purposes of this Act;

viii. Specify State Grid Code consistent with the Grid Code specified under Clause (h) of sub-section (1) of Section 79 of the Act;

ix. Specify or enforce standards with respect to quality, continuity and reliability of service by licensees;

x. Fix the trading margin in the intra-State trading of electricity, if considered, necessary;

xi. Discharge such other functions as may be assigned to it under the Act.

b) Further, the Commission also advises the State Government on all or any of the following matters namely:

i. Promotion of competition, efficiency and economy in activities of the electricity industry;

ii. Promotion of investment in electricity industry;

iii. Reorganization and restructuring of electricity industry in the State;

iv. Matters concerning generation, transmission, distribution and trading of electricity or any other matter referred to the State Commission by the State Government.

c) The State Commission ensures transparency while exercising its powers and in discharging its functions.

d) In discharge of its functions, the State Commission is guided by the national Tariff Policy (NTP) as brought out by GOI in compliance to Section 3 of the Act. The objectives of the NTP are to:

· Ensure availability of electricity to consumers at reasonable and competitive rates;

· Ensure financial viability of the power sector and attract investments;

· Promote transparency, consistency and predictability in regulatory approaches across jurisdictions and minimize perceptions of regulatory risks;

· Promote competition, efficiency in operations and improvement in quality of supply.
1.2 ARR & Tariff Petition 

The Manipur State Power Company Limited (MSPCL) is responsible for transmission of power within the state of Manipur. As per Regulations 17 of MYT Regulations 2014 MSPCL has to file petition for determination of ARR for first control period FY 2015-16 to FY 2017-18 and transmission tariff for FY 2015-16 under MYT regulations 2014. But the MSPCL has then stated that since MSPCL is a new company and the detailed baseline data for the new entity would be available only in the next year, MSPCL would be much better prepared to file the MYT petition from next year onwards. As such MSPCL has filed ARR and Tariff Petition for FY 2015-16 for single year only under JERC (M&M) (Terms and Conditions for Tariff) Regulations 2010.

Now the MSPDCL has filed the MYT petition for determination of ARR for revised control period of FY 2016-17 to FY 2018-19 and transmission tariff for FY 2016-17 with required data for Transmission business. But as per JERC for M&M (MYT) Regulations 2014, the first MYT control period is from FY 2015-16 to FY 2017-18 and for every block of five years thereafter. As such it is decided to limit the present (MYT) ARR petition for control period FY 2016-17 to FY 2017-18. At present transmission tariff is essential for providing open access to HT consumers and evacuation of power generated by IPPS through licensee transmission network.

The MSPCL in the petition has estimated an ARR of RS. 51.98 Crore and Rs 83.30 Crore for FY 2016-17 and FY 2017-18 respectively. As per Regulations 65.1(ii) of JERC for M&M (MYT) Regulations 2014, the transmission ARR should be recovered as fixed monthly charges from all users of long term transmission customers based on the share of transmission capacity in the total transmission capacity. Also in case the target availability is below normative availability of 98% then the transmission ARR shall be recovered on pro rata basis. Currently MSPCL has only one long term transmission customer which is distribution licensee, i.e. MSPDCL. As such MSPCL has to recover the entire transmission ARR as fixed monthly charges from MSPDCL.

1.3 Admission of Petition.

Under the circumstances explained by the MSPCL, the commission consider it appropriate to admit the Petition for approval of ARR for control period FY 2016-17 and FY 2017-18 and transmission tariff for FY 2016-17. In the petition for ARR for FY 2016-17 and FY 2017-18 and Tariff for FY 2016-17 filed by the MSPCL the commission observed some crucial and vital information required as specified in Commission’s (MYT) Regulations 2014 is lacking. Therefore, the MSPCL was asked to submit the required information vide Commission’s letter No.H.20013/09/15-JERC, dated 27.01.2016. Pending receipt of additional information the ARR & Tariff petition was admitted on 28.12.2015 and marked as Petition (ARR and Tariff) No.2 of 2015 of JERC, (M&M) to avoid delay in process of ARR. The MSPCL has submitted some data/information/clarification, etc. vide its letter No.26/2/ED (Tech)/MSPCL/2016, dated 19.02.2016.

1.4 Public hearing process

The Commission directed the MSPCL to publish the summary of the ARR and Tariff proposal in the abridged form and manner as approved in accordance with section 64 of the Act and Regulation 17 of JERC for M&M (MYT) Regulations, 2014 to ensure public participation.

The public notice was published by Managing Director/MSPCL in the following newspapers inviting the public to forward their objections and suggestions on the petition on or before 29.01.2016.

	Sl.No.
	Name of the news paper
	Language
	Data of Publication

	1
	The People’s Chronicle
	English
	14.01.2016

	2
	Poknapham
	Manipuri
	13.01.2016


No objection/suggestion is received from the public.

1.5 Notice for public hearing 

Notice for public hearing was published by the Commission in the following leading news papers giving due intimation to the general public, interested parties and consumers about the public hearing to be held at Imphal on 19.02.2016 at Hotel Classic Conference Hall from 1:00 P.M. to 3:00 P.M.
	Sl.No.
	Name of the news paper
	Language
	Data of Publication

	1
	Imphal Free Press
	English
	09.02.2016

	2
	Poknapham
	Manipuri
	09.02.2016 & 10.02.2016


1.6 Public hearing

The public hearing was held as scheduled on 19.02.2016 at Hotel Classic, Conference Hall. During public hearing each objector was provided a time slot for presenting before the Commission his views on the Petition of MSPCL. The main issues raised by the objectors during the public hearing and corresponding response of MSPCL are briefly narrated in chapter-3.
1.7 Meeting of State Advisory Committee:


The State Advisory Committee of Manipur met on 18.02.2016 at 11:00 AM and discussed the ARR & Tariff proposal for control period FY 2016-17 to FY 2017-18 of MSPCL. Minutes of the meeting are given in the Annexure-I.

1.8 Compliance of Directives:


In the tariff order for FY 2015-16 the Commission had issued certain directives to the MSPCL in the public interest. A summary of the directives issued along with the response of the MSPCL and the comments of the Commission and the new directives issued are discussed in chapter 7 of this order.
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Summary of the ARR & Tariff Petition

2.1 Aggregate Revenue Requirement (ARR)

The MSPCL in its petition has submitted the Aggregate Revenue Requirement for control period FY 2016-17 and FY 2017-18 at Rs 51.98 Crore and Rs 83.80 Crore respectively. The proposed ARR is shown in Table below:

Table 2.1: Aggregate Revenue Requirement for control period FY 2016-17 and FY 2017-18 projected by the Petitioner

(Rs. Crore)
	Sl.No.
	Particulars
	FY 2016-17

Projected
	FY 2017-18

Projected

	1
	R &M Expense
	7.68
	12.50

	2
	Employee Expense
	42.38
	64.89

	3
	A&G Expense
	3.22
	3.38

	4
	Depreciation 
	0.51
	0.87

	5
	Interest on Loans
	0.00
	0.00

	6
	Return on Capital Employed
	2.33
	4.66

	7
	Interest on working capital
	3.11
	4.84

	8
	Income Tax
	0.78
	1.55

	9
	Less: Non Tariff Income
	7.13
	7.52

	10
	Less: Income from other business
	0.00
	0.00

	11
	Less: Expenses Capitalized
	0.91
	1.37

	12
	Total
	51.98
	83.80


2.2 Target availability

As per Regulation 61 of JERC for M&M (MYT) Regulations 2014 the target transmission availability proposed for FY 2016-17 and FY 2017-18 for MSPCL is 98%.

2.3 Transmission Loss 
Currently all the input and output points of transmission system are not metered and all the out-going 11 kV feeders as well as incoming 132 kV lines in the state are not metered. As such the transmission losses in the system cannot be measured for MSPCL. In the absence of any base level of losses of MSPCL (which includes 33 kV) the Commission had approved the intra state transmission loss of 3.6% on estimated basis for FY 2016-17. MSPCL requests the Commission to approve the transmission loss from next year tariff of FY 2017-18 onwards.

2.4 Recovery of Transmission ARR and transmission tariff proposal for FY 2016-17 

The total ARR for FY 2016-17 is proposed to be Rs.51.98 Crore. As per Regulation 65.1(ii) of JERC for M&M (MYT) Regulations 2014, the transmission, ARR should be recovered as fixed monthly charges from all users of long term transmission customers based on the transmission capacity in the total transmission capacity. 

In case the target availability is below normative availability of 98% then the transmission ARR shall be recovered on prorate basis. Currently MSPCL has only one long term customer which is the distribution licensee, ie, MSPDCL. As such MSPCL has to recover the entire transmission ARR as fixed monthly charges from MSPDCL as detailed in Table below:

Table2.2: Transmission Tariff proposed by MSPCL for FY 2016-17

(Rs. Crore)

	Sl.No.
	Particulars
	Unit
	Amount

	1
	Transmission ARR to be recovered (if availability is equal or more than the targeted availability)
	Rs.Cr
	51.98

	2
	Transmission Tariff for MSPDLC as Rs/Cr/Month in FY 2015-16
	Rs. Cr
	4.33

	3
	Average Transmission capacity for MSPDCL for FY 2015-16
	MW
	218.22

	4
	Transmission Tariff for long term transmission users per MW of contracted capacity per month
	Rs.Lakh
	1.98


(Source: Table 13 of ARR)
2.5 Rebate

As per JERC, M&M (MYT) Regulations 2014 on payment of bills of transmission charges through letter of credit on presentation, a rebate of 2% shall be allowed. Where payments are made subsequently through opening of letter of credit or otherwise, but within a period of one month of presentation of bills by the transmission licensee, a rebate of 1% shall be allowed.

2.6 Late Payment Surcharges

As per JERC for M&M MYT Regulations, 2014 in case the payment of bills of capacity charges and energy charges by beneficiary/ies is delayed beyond a period of one month from the data of billing, late payment surcharge at the rate of 1.25% per month shall be levied. 

2.7 Prayer

1. MSPCL requests the Hon’ble Commission to:
· Admit the Aggregate Revenue Requirement of FY 2016-17 to FY 2017-18 and the Transmission Tariff Proposal for FY 16-17 as submitted herewith.

· Admit the Annual Performance Review of FY 2015-16.

· Condone any inadvertent omissions / errors / shortcomings and permit the Petitioner to add/ change/ modify/ alter this filing and make further submissions as may be required at a future date.

· Permit submission of any additional information required by the Commission during the processing of this Commission.

· And pass such other and further orders as are deemed fit and proper in the facts and circumstances of the case.
3. Brief outline of objections raised, response from MSPCL and Commission’s observation


3.1 Introduction:
On admitting the MYT ARR for control period FY 2016-17 to FY 2017-18 and Tariff Petition for FY 2016-17, the Commission directed the MSPCL to make available the copies of petition to the general public, post the petition on their website and also publish the same in newspapers in abridged form and invite comments/objections/suggestions from them. One written objection is received from All Manipur Power Consumers Association, Imphal.
3.2 Public Hearing:
In order to ensure transparency in the process of determination of tariff as envisaged in the Electricity Act, 2003, Public Hearing was held at Hotel Classic Regency Hall, Imphal on 19.02.2016 from 1:00 P.M. to 3:00 P.M. During the Public Hearing those who submitted objections in writing and the participants from general public were given an opportunity to offer their views in respect of the MYT ARR for FY 2016-17 to FY 2017-18 and Tariff Petition for FY 2016-17 of MSPCL. The list of stakeholders who attended the Public Hearing is given in Annexure-II. The Officers of MSPCL who attended the Public Hearing responded on the issues raised by the objectors. 

3.3 Proceedings of Public Hearing:
Objector 1: All Manipur Power Consumers’ Association:

3.3.1 Objection 1

Total numbers of Employees indicated in the Tariff, filed by the MSPCL are not in line with Central Electricity Regulatory Commission‘s (CERC) norms or adopted by Power Grid Corporation of India Ltd (PGCIL) and is always in a very higher side.

Response of MSPCL: At present 68 nos of 33/11 KV S/S with a capacity of 508.2 MVA , 12 nos of 132/33 KV S/S with a capacity of 517 MVA including that of 2x50 MVA, 132/33 kV Sub-Station at Imphal(PGCIL) at Yurembam are in operation for providing power supply throughout the state with 537.1 Kms of 132 KV Transmission line and 1318.73 Kms of 33KV Transmission. All the S/S’s are operating for 24X7 Hrs and therefore needs constant monitoring all through in three shifts of 8 hours duration round the clock. Basically a sub-station needs three times the staff of that of another civil establishment

Most of the 132 kV & 33 kV lines passes through thick jungles and requires engagement of line staff all round the clock to ensure uninterrupted power supply.

Man on rolls (technical) engaged in operation & maintenance of Sub-station and associated line as on date are reproduced below

	Name of Post
	Present No. of staff
	Sanctioned Posts 

	Class III-Technical(regular)
	295
	509

	Class iv-Technical(regular)
	236
	769

	Class III-Technical(W/C)
	17
	-

	Class iv- Technical(W/C)
	63
	-

	Muster Roll
	12
	-

	                                    Total:
	623
	1278


 The present technical staff of MSPCL manning all the S/S’s and Transmission lines is about 623 which is much less than the sanctioned technical staff for MSPCL. It is a fact that some of the 33 kV sub-station in the remote areas are operated even by engaging local people.
Commission’s observation:

The MSPCL has to compare the existing staff with the norms of CERC or PGCIL and analyse whether the staff existing are excess or less to be clarified.
3.3.2 Objection 2

MSPCL is showing as “acute shortage of manpower and as on the date of restructuring, there are only 874 employees against the sanctioned strength of 1585” (as per clause 4, page 34). But Power Grid has only nearly 40 to 50 employees in their sub-stations and Transmission lines, located in Manipur as per CERC norms. If the Automations and protection systems and protection systems are perfect such substations can be kept under lock and key even manpower can be reduced further. It is worldwide norms and is in use present.

Response of MSPCL:  PGCIL has only one Substation and 3 Transmission lines of only 132KV which are all tower lines needing minimal maintenance. Whereas MSPCL with all the S/S’s and Transmission lines including 33KV is employing minimal technical staff to look after these S/S’s and lines of 33kv and above. It is worth mentioning that at Yurembam 132/33/11kv S/S’s which is identical to Power Grid S/S, about 20 employees are running the S/S.

Commission’s observation:
The MSPCL has to compare the existing staff with the norms of CERC or PGCIL and analyse whether the staff existing are excess or less to be clarified.

3.3.3 Objection 3

Tariff proposal included many obsolete items like Telex charges ,Telegram etc in this age of internet resulting increased in Transmission Tariff particularly while calculating Transmission ARR to be recovered ( if availability is equal or more than the normative availability or shown in Table 13,Transmission Tariff ,Page 66)

Response of MSPCL: Telex & telegram charges are the references given to the generic name of today’s IT and Computer expenses of all the Corporate, Sub-divisions, Substations administration section office & employees of (68 nos of 33/11 KV S/S with a capacity of 508.2 MVA, 12 nos of 132/33 KV S/S with a capacity of 517 MVA, 537.1 Kms of 132 KV Transmission line and 1318.73 Kms of 33KV Transmission line)   are borne by the Company.
Commission’s observation:

Nomenclature of to the expenses projected should be changed suitably and actual purpose for which the expenditure incurred should be clearly furnished.
3.3.4 Objection 4

In this Tariff Employees cost carried 81.53% in the total Transmission Tariff as per Table 12 ARR, Page 64.Here Association can suggest outsourcing would be better option.

Response of MSPCL: The nature of work for operation & maintenance of Sub-station and lines under MSPCL is highly technical and need technically qualified/trained person. So outsourcing is not a right option.
Commission’s observation:
Most of the electricity utilities are going for outsourcing O&M sub-stations and lines in order to reduce their employee cost to greater extent. At present, there are several licensed contractors who can handle O&M of upto 220 kV sub-station with qualified staff are available.

In this scenario, the suggestion of the All Manipur Power Consumers Association be examined and suitable action be initiated and submit a detailed report in this regard to the Commission by 30.09.2016 positively.
3.3.5 Objection 5

As per page 72 MSPCL projection of sales, connected load and demands are mismatching. It appears MSPCL cannot meet the requirement of MSPDCL that may lead load shedding. 

Response of MSPCL:  Sales projection and connected load of MSPDCL is not related with MSPCL. Whatever quantum of demand of MSPDCL can be met with existing infrastructure of MSPCL either in terms of energy in MU or peak demand in MW.
Commission’s observation:
The Commission has noted the response of MSPCL.
3.3.6 Objection 6

Restoration of Transmission lines between Ningthoukhong and Churachandpur after falling of 5(five) Towers in two occasions (three towers on the 25th March,2013 and two towers on the 4th April ,2015) without proper inquiry of the falling of the towers the cost of this transmission lines should not be included in the Transmission Tariff calculation.

Response of MSPCL: The cost of repairing /restoration of Transmission Line between Ningthoukhong and Churchandpur is part of Operation and Maintenance charge and is not capitalized having no bearing on proposed ARR filed by MSPCL for the FY 2015-16.
Commission’s observation:
The Commission has noted the response of MSPCL.
3.3.7 Objection 7

Target Transmission availability proposal is 98% why should not be 100% for such Tower mounted Transmission system.

Response of MSPCL: This is the norm prevailing throughout the country as per CERC guidelines. 
Commission’s observation:
As per Regulation 61.1(i) of JERC (M&M) (MYT) Regulations, 2014, target availability for full recovery of annual transmission charges in AC system is 98%. As such, the MSPCL proposal is in order.
3.3.8 Objection 8

In future, all the formats provided by the CERC should not be kept blank while filling the Tariff petition.

Response of MSPCL: Required formats are duly filled in.
Commission’s observation:
The Commission has noted the reply.
3.3.9 Objection 9

Imphal-Jiribam-Badalpur Transmission line of 400 KV and 400KV substation of Imphal are still charged at 132 KV and underutilised. So, it is not proper to have another costly 400 KV Substation at Thoubal. This also may kindly be withdrawn from the Tariff petition.

Response of MSPCL: The interstate  line was planned as an associated transmission system of Pallatana & Bongaigaon Power Plant with due approval from the “Standing Committee Meeting on Power System Planning in North Eastern region” convened by Central Electricity Authority, Ministry of Power, Government of India for drawl of state’s share allocation. Being interstate line the cost of the line does not have any direct bearing in the ARR and Tariff Petition filed by MSPCL for FY. 2016-17.


There is always technical difficulty of charging 400 KV line with system having very low load. Considering the present low load requirement of the state, the line is now charged at 132 kV system voltage. As the load grows up, the line would be charged at 400 KV.


As per the 18th EPS, the expected load growth of the State in the next 1-2 years may require 400KV system. In this connection ,in the last 4th Standing Committee Meeting on Power System Planning in North Eastern Region held at Guwahati in December 2014 have agreed upgradation of 132 kV Sub-Station at Imphal(PG), Yurembam to 6x105 MVA, 400/132 kV Sub-Station as well as 400 kV GIS sending end bay at Silchar. Upgradation work is in progress & once completed the line shall be charged at rated voltage.


Central Electricity Authority has projected the load of Manipur above 400 MW beyond 2018-19 requiring up gradation of transmission system to next higher voltage of 400 kV system to handle the anticipated load growth. Hence, 3x105, 400/132 kV Sub-station at Thoubal 400 S/S is being planned for providing reliable & good quality power.
Commission’s observation:
As per the capital investment plan submitted by MSPCL, 99% of the investment is funded through grant. As such, depreciation is allowed on 1% of Gross Fixed Assets, which is charged to ARR.
4. MSPCL - An Overview


4.1 Background

Use of electricity in Manipur started in the year 1930 on commissioning of two micro hydel sets having capacity of 100kw and 56kw. Royal palace and main areas in Imphal Town enjoyed electricity generated. During World War II two more DG sets of 62kw and 46kw capacity were installed.

To evacuate power from capital micro hydel power stations 20 km long 11 kV line between Imphal and leimakong was constructed in the year 1930. The electricity generation transmission and distribution activity was managed by Manipur State HE Board. Subsequently electricity was kept under the administration control of the Public Works Department in February, 1970.Owing to increased demand 132 kV intra state transmission line from Imphal to Dimapur and 6.3MV A, 132/33 kV substation at Yurembam were commissioned in December 1981 to purchase power from Assam. The situation further alleviated with commissioning of Loktak Hydel Electric Project of capacity 3x35 MW on to 4.8.1984.

During 1984 to 1996 number of central sector power projects commissioned in North Eastern Region and Manipur State has a share of 7-8%, there by the peak demand increased to 200 MW.

After enactment of Electricity Act 2003 various reforms have been initiated in power sector and finally Electricity Department Manipur (EDM) has been restructured into two separate entities from 1st February, 2014, viz.

Manipur State Power Distribution Company Limited (MSPDCL)
Manipur State Power Company Limited (MSPCL)

MSPCL is looking after transmission function up to the level of 33 kV.

The following are the network details of MSPCL

Leimatak, Imphal, Dimapur 132 kV Line.

Leimatak, Jiribam 132 kV line.

Manipur, being a hilly state with its population unevenly dispersed and spread over remote corners, it is having large network of transmission and Sub transmission system.

The details of Transmission network as on 31.3.2015 are furnished in table below.

Table 4.1: Transmission network as on 31.3.2015

	Transmission Line (132kV)
	Transmission Line (33kV)

	Double Ckm
	Single Ckm
	Sub Station (Nos)
	Capacity (MVA)
	Double Ckm
	Single Ckm
	Sub Station (Nos)
	Capacity (MVA)

	27.816
	509.284
	12
	51.7
	36.114
	1282.616
	68
	508.2


Transmission Loss

All incoming 132 kV feeders and outgoing 11 kV feeders are not metered. Hence the transmission loss cannot be measured. As such the MSPCL has estimated the transmission loss at 3.6%

5. Annual Performance Review of FY 2015-16



5.1 Background
The Commission had approved the ARR and tariffs for FY 2015-16 vide Tariff Order dated 27/02/2015 based on the projected data by MSPCL. Now the MSPCL has submitted petition for annual performance review for FY 2015-16 based on revised estimates. As verified from the petition there are differences in certain items of costs as well as revenue between the approvals granted by the Commission and revised estimates now furnished.
The Commission considers it appropriate and fair to revise and review the approvals granted by it in the tariff order for FY 2015-16 with reference to revised estimates now furnished by the MSPCL but without altering the principles and norms adopted earlier. These matters are discussed in the succeeding paragraphs.
5.2 Transmission system availability

As per Regulation 61 of JERC for M&M MYT Regulations, 2014 the target transmission availability for full recovery of annual transmission charges is 98%. The estimated transmission availability for FY 2015-16 is also 98%.

Commission approves transmission availability for FY 2015-16 at 98% as estimated by MSPCL after review. 
5.3 Transmission Losses
Petitioner’s submission

MSPCL would like to submit that currently all the input and output points of transmission system are not metered and all the out-going 11 kV feeders as well as incoming 132 kV lines in the state are not metered. As such, the transmission losses in the system cannot be measured for MSPCL at this point of time. MSPCL is making all efforts to complete the metering of all Import and Export points by the end this Financial Year. IT has placed the purchase order for procurement of 132kV and 33kV meters.
However, in the absence of any base level of losses, the Commission had approved intra-state transmission loss of 3.6% on estimated basis. MSPCL requests the Commission to approve the transmission loss form next year for the tariff of FY 2017-18 onwards.

Commission approves intra-state transmission loss at 3.6% for FY 2015-16 as estimated by MSPCL after review.

5.4 Energy Requirement
Petitioner’s submission

MSPCL would like to submit that the approved energy quantum at the input of MSPCL network was 851.7 MUs. In fact, the actual energy input at MSPCL network is estimated to be 782.35 MUs because of lesser drawl by MSPDCL than the projected figures approved by the Commission.

Table 5.1: Energy requirement estimated by MSPDCL for FY 2015-16
(MU’s)

	Particulars
	Approved
	Actual (till Aug’15)
	Estimated

	Energy at state periphery of Manipur
	851.76
	325.75
	782.35


5.5 Operation and Maintenance Expenses
5.5.1 Employee Cost
Petitioner’s submission

The Commission had approved employee cost of Rs. 33.76 Crore based on the actual data of FY 2013-14 assuming year on year increase of 15%. The actual expenditure in FY 2015-16 till Sept'15 is Rs. 12.05 Crore and based on the latest actual data, the estimated expenditure in FY 2015-16 7s Rs. 31.06 Crore.

MSPCL would like to submit that it has plans of recruiting 463 numbers of employees in the current year and it has already initiated the process of recruitment and the process is underway. The new employees are expected to be inducted into the company by the end of this calendar year. Further, around 67 retirements are expected for the current financial year. As such, the actual employee strength of 874 as on 31.03.2015 is expected to increase to 1270 by 31.03.2016. The average employee strength is accordingly estimated to be 1072 for FY 2015-16.

MSPCL would like to submit that the assumed increase of 15% is not sufficient as the total employee count is expected to increase by around 40% in the current year itself because of the recruitments which are already in process.

MSPCL is suffering from acute shortage of manpower as on the date of restructuring. There are only 874 employees against the sanctioned strength of 1585 as on 31.03.2015. MSPCL plans to fill these vacancies over the control period from FY 2014-15 to FY 2017-18 so that the burden of employee cost does not increase sharply. However, because of the existing shortage of manpower, the employee cost will increase in the future years because of the intake planned in current year and the ensuing years.

The data of employees cost and the number of employees is given in the table below.

Table 5.2: Employee cost estimated by MSPCL for FY 2015-16
(Rs.Crore)

	Employees Cost
	Approved
	Actual (till Sept’15)
	Estimated

(FY 2015-16)

	Grand Total
	33.76
	12.03
	31.60

	Average number of employees
	1101
	860
	1072


Commission’s Analysis:

The actual expenditure during FY 2014-15 is Rs 23.15 Crore. The MSPCL has estimated an expenditure of Rs 31.60 Crore for FY 2015-16 at an escalation of 36.50%. The 1st six months actual expenditure during FY 2015-16 (i.e., up to sept’2015) is only Rs 12.03 Crore. As such an escalation of 15% on actual expenditure during FY 2014-15 is considered reasonable which works out to Rs 26.62 Crore.

The Commission accordingly approves employee cost at Rs 26.62 Crore as against Rs 31.60 Crore estimated by the MSPCL for FY 2015-16 after review.

5.5.2 Repair & Maintenance Expenses
Petitioner’s submission

There has been an increase in R&M expenses in the last year on account of huge increase in asset base. It is submitted that most of the expenses on account of R&M mainly happens in the last quarter as the funds are mostly released at that time. But MSPCL expects the estimated expenses to be higher based on the actual R&M works already done, the payouts for which are pending.

Table 5.3: R&M Expenses for FY 2015-16 projected by MSPCL
(Rs.Crore)

	R&M Cost
	Approved
	Actual (till Aug’15)
	Estimated 

(FY 2015-16)

	Grand Total
	4.11
	0.33
	4.00


MSPCL requests the Commission to approve the expenses for FY 2015-16 as estimated as the same is necessary for proper maintenance and strengthening of the system and quality of supply in the region in order to ensure consumer satisfaction.

Commission Analysis:
Further, the actual expenditure during FY 2014-15 is Rs. 3.93 Crore as against Rs 4.11 Crore approved by the Commission towards R&M expenses for FY 2015-16 the MSPCL now estimated an expenditure of Rs 4.00 Crore for FY 2015-16, which is considered reasonable.
The Commission approves R&M expenditure at Rs 4.00 Crore for FY 2015-16 as estimated by MSPCL after review.
5.5.3 Administration and General Expenses
Petitioner’s submission

The Commission had approved Rs. 2.37 Crore as A&G expenses for MSPCL based on the item wise projections provided by MSPCL. However, the actual expenses till Aug'15 are Rs.0.53 Crore and the estimated expenses for FY 2015-16 are Rs.3.07 Crore. The actual A&G expenses in FY 2014-15 was Rs.2.93 Crore. The estimated expenses are based on the actual data for FY 2014-15.

MSPCL would like to submit that post restructuring, there has been an increase in A&G expenses on account of various IT interventions and capacity building initiatives. As such, MSPCL requests the Commission to consider the actual expenses incurred in FY 2015-16 and approve the same. The break-up of actual expenses is provided in the next section.

Table 5.4: A&G Expenses for FY 2015-16 projected by MSPCL
(Rs.Crore)

	R&M Cost
	Approved
	Actual (till Aug’15)
	Estimated 

(FY 2015-16)

	Grand Total
	2.37
	0.53
	3.07


Commission Analysis:

The actual expenditure during FY 2014-15 is Rs 2.93 Crore and the MSPCL has estimated R 3.07 Crore at an escalation of 4.78% for FY 2015-16 which is considered reasonable.

The Commission approves Rs 3.07 Crore towards administration and general expenses for FY 2015-16 as estimated by MSPCL after review.

5.5.4 Summary of O&M expenses

Out of the total O&M expenses the MSPCL has proposed capitalization of 0.69 Crore during FY 2015-16. Considering this capitalization the summary of O&M expenses is as detailed below:
Table 5.5: Summary of O&M expenses approved by the Commission for FY 2015-16 after review
(Rs. Crore)

	Sl.No
	Particulars
	Estimated by MSPCL
	Approved by the Commission

	1
	Employee Cost
	31.60
	26.62

	2
	R&M Expenses
	4.00
	4.00

	3
	A&G Expenses
	3.07
	3.07

	4
	Total O&M Expenses
	38.67
	33.69

	5
	Less: O&M expenses capitalized
	0.69
	0.69

	6
	Net O&M Expenses
	37.98
	33.00


5.6 Capital Expenditure Plan for FY 2015-16

Petitioner’s submission

The actual progress of various capital expenditure schemes against the approved figures are given below. MSPCL would like to submit that majority of the expenses in the capital investment schemes happens in the last quarter because of the time taken in clearance of the invoices and release of funds. As such, the actual progress till September' 15 submitted below is not a direct indicator of the estimated expenditure for the full year. MSPCL has projected the estimated expenditure based on the progress of the schemes and the actual expenditure of the past years.
Table 5.6: Capital Expenditure for FY 2015-16 projected by MSPCL
(Rs. Crore)
	Sl. No
	Name of the Scheme/ Work
	Total Project Cost
	Approved Capital Investment
	Actual Investment till Sept'15
	Estimated Capital Expenditure

	I
	Generation Hydro
	 
	 
	 
	 

	1
	Loktak Down Stream HE Project
	867.77
	10.00
	0.00
	2.00

	2
	Tipaimukh HE project
	8138.79
	1.00
	0.00
	0.00

	 
	Total : Generation Hydro (I)
	9006.56
	11.00
	0.00
	2.00

	II
	Transmission & Distribution
	 
	 
	 
	 

	A.1
	Ongoing Schemes
	 
	 
	 
	 

	A.1.1
	132 KV System
	 
	 
	 
	 

	1
	Installation of line bay equipment at 132 KV terminals at Churachandpur and Kakching 132/33 KV S/Ss
	3.56
	1.50
	0.00
	0.50

	2
	Augmentation of 132/33 KV S/S at Ningthoukhong S/S
	4.99
	0.90
	0.00
	0.00

	3
	Stringing of 2nd Circuit 132 KV line on the existing Double Circuit tower from Ningthoukhong - CCpur line (Rs. 316.29 lakh is for line bay only)
	3.16
	0.05
	0.00
	0.50

	4
	Constn. of 132 KV S/C line Yurembam to Yaingangpokpi
	33.71
	2.00
	0.83
	1.93

	5
	Installation of 132/33 KV S/S at Kongba (NEC scheme with State Plan support)
	21.53
	1.00
	0.00
	0.50

	6
	Installation of 132/33 KV S/S at Hundung (Ukhrul) & its associated line
	51.30
	5.90
	0.50
	0.50

	7
	Re-stringing of 132 KV line from Loktak to Jiribam
	8.02
	0.05
	0.00
	0.40

	8
	Renovation & Modernisation of 132/33 KV sub-station at Yurembam (NEC scheme with State Plan support)
	35.41
	4.87
	0.00
	2.26

	9
	Installation of 132/33 KV S/S at Chandel with associated 132 KV line (NLCPR scheme with State Plan support)
	31.10
	3.10
	0.00
	3.00

	10
	Augmentation of 132/33 KV S/S at Yaingangpokpi by installing additional 20 MVA transformer
	6.87
	0.05
	0.00
	1.00

	11
	Renovation & Modernization of two nos. of 132/33 KV S/S at Yaingangpokpi&Ningthoukhong (NLCPR scheme with State Plan support)
	39.02
	6.24
	0.00
	7.45

	12
	Renovation & Modernization of three nos. of 132/33 KV S/S at Kakching, Karong&Churachandpur (NLCPR scheme with State Plan support)
	52.93
	21.81
	7.53
	16.77

	13
	Installation of 132/33 KV S/S at Thanlon with associated line (NLCPR scheme with State Plan support)
	109.16
	26.81
	1.18
	22.09

	14
	Providing of 132 KV Energy Meter
	2.00
	1.00
	0.00
	0.50

	15
	Installation of 2x20 MVA, 132 KV Sub-station along with the associated 132kV LI-LO line & related civil works at Thoubal (Support for NEC funding)
	0.00
	0.00
	0.00
	18.00

	16
	Augmentation of Rengpang 132/33 KV sub-station by installing (3x4.16+1x4.16) MVA, 132/33 KV single phase transformers
	0.00
	0.00
	0.00
	4.00

	 
	Sub-Total A.1.1
	402.76
	75.28
	10.04
	79.41

	A.1.2
	33 KV System
	 
	 
	 
	 

	1
	Augmentation of existing 33/11 KV Sub-stations at Yurembam, Mongsangei, Kongba, Keishampat, Lamphel, Iroisemba and Nilakuthi by installing 2x10 MVA (14 nos.)
	15.91
	1.00
	0.00
	0.50

	2
	Up gradation of the installed capacities of 33/11KV S/Ss
	20.05
	1.50
	0.00
	1.00

	3
	Construction of 33 KV D/C line from Leimakhong to Iroisemba (NLCPR scheme with State Plan support)
	12.47
	0.79
	0.59
	0.10

	4
	Construction of 33 KV D/C line from Mongsangei to Khumanlampak via Kongba (NLCPR scheme with State Plan support)
	23.36
	5.00
	0.00
	1.00

	5
	Installation of 33 KV S/S at Thanlon (NLCPR scheme with State Plan support)
	15.46
	3.00
	0.00
	0.30

	6
	Installation of 33/11 KV sub-station at Henglep (NLCPR scheme with State Plan support)
	7.05
	0.05
	0.30
	1.21

	7
	Installation of 33/11 KV sub-station at Chakpikarong (NLCPR scheme with State Plan support)
	11.54
	1.28
	0.00
	1.41

	8
	Installation of 33/11 KV (2x10 MVA) S/S at Mantripukhri
	9.12
	0.70
	0.00
	0.00

	9
	Installation of 33/11 KV (2x5 MVA) S/S at Chingaren
	8.69
	0.20
	0.00
	0.10

	10
	Installation of 33 KV S/S at Willong (NLCPR scheme with State Plan support)
	8.98
	0.05
	0.00
	0.00

	11
	Installation of 33/11 KV (2x1 MVA) S/S at Oinamlong
	7.08
	2.20
	0.83
	1.00

	12
	Installation of 33/11 KV (2x3.15 MVA) S/S at Sagolmang (NLCPR scheme with State Plan support)
	7.02
	0.00
	0.00
	0.00

	13
	Installation of 33/11 KV (2x1 MVA) S/S at Sekmaijin (Support for NLCPR funding)
	7.33
	0.90
	0.00
	0.82

	14
	Installation of 33/11 KV (2x1 MVA) S/S at UkhrulKhunjao (NLCPR scheme with State Plan support)
	9.49
	1.00
	0.00
	0.21

	15
	Construction of 33/11 KV S/Ss under APDRP and RGGVY : Land acquisitions of the sub- stations
	0.00
	0.10
	0.00
	0.00

	16
	Installation of 33/11 KV (2x5 MVA) S/S at Chandel (NEC scheme with State Plan support)
	4.78
	1.75
	0.40
	0.20

	17
	Construction of Line bays, equipment foundation and civil works for Machi and Joupi 33/11 KV sub-stations
	2.24
	0.50
	0.00
	0.00

	18
	Installation of 33/11 KV S/S at Jessami with associated 33 KV line
	14.68
	1.00
	0.00
	0.10

	19
	Installation of 33/11 KV S/S at Sinjol with associated 33 KV line
	13.54
	2.00
	0.00
	2.00

	20
	Installation of 33/11 KV (2x5 MVA) S/S at JNIMS with associated 33 KV line
	7.99
	0.10
	0.00
	0.00

	21
	Re-stringing & strengthening of 33 KV line
	1.82
	0.00
	2.00
	2.00

	22
	Installation of 33/11 KV S/S at ThoubalLeishangthem with associated 33 KV line
	10.87
	0.10
	0.25
	1.91

	23
	Erection of 33 KV feeders from Yurembam POWERGRID sub-station
	9.32
	4.00
	5.00
	5.00

	24
	Installation of 2x5 MVA 33/11 KV sub-station with associated 33 KV line at Power House site of Loktak Down Stream HE Project (NEC scheme with State Plan support)
	13.04
	3.80
	2.00
	2.00

	25
	Installation of 33/11 KV sub-station with associated 33 KV line at Sugnu (NLCPR scheme with State Plan support)
	11.27
	2.94
	0.41
	3.44

	26
	Installation of 33/11 KV sub-station with associated 33 KV line at Khongjom (NLCPR scheme with State Plan support)
	9.87
	2.75
	0.47
	3.23

	27
	Installation of 33/11 KV sub-station with associated 33 KV line at Sekmai (NLCPR scheme with State Plan support)
	9.52
	2.70
	0.76
	3.17

	28
	Installation of 33/11 KV S/S at Gelnel (NLCPR scheme with State Plan support)
	8.45
	2.40
	0.47
	2.87

	29
	Installation of 33/11 KV sub-station with associated 33 KV line at NungbiKhullen (NLCPR scheme with State Plan support)
	11.69
	2.94
	0.89
	3.44

	 
	Total: A.1.2
	292.62
	44.75
	14.36
	37.01

	A.2
	New Schemes
	 
	 
	 
	 

	A.2.1
	400 KV System
	 
	 
	 
	 

	1
	Installation of 400 KV Sub-Station along with associated line
	370.00
	90.00
	32.76
	37.78

	A.2.2
	132kV System
	 
	 
	 
	 

	1
	Installation of 132/33 KV sub-station at Morehwth erection of associated 132 KV line.
	47.85
	20.00
	12.58
	19.18

	2
	Installation of 132/33 KV S/S at Thoubal with associated 132 KV line.
	39.80
	17.00
	7.95
	7.95

	3
	Renovation & Modernisation of 132/33 KV S/S at Jiribam with installation of one addl. 20 MvA transformer
	2.73
	2.70
	0.73
	1.50

	4
	Augmentation of 132/33 KV S/S at Ningthoukhong by installing one addl. 20 MVA transformer
	2.61
	2.10
	1.11
	0.50

	5
	Augmentation of 132/33 KV S/S at Kongba by installing one addl. 20 MVA transformer
	2.61
	2.10
	0.00
	0.50

	6
	Composite scheme for Development of Transmission & Distribution Network in NER (World Bank loan)
	443.42
	7.00
	0.00
	0.10

	7
	Erection of 132 KV line (2nd circuit) from Yaingangpokpi to Kakching via Kongba
	25.73
	5.50
	0.00
	3.00

	8
	Erection of 132 KV line (2nd circuit) from Kakching to Churachandpur
	11.48
	5.50
	7.70
	7.70

	9
	Augmentation of 132/33 KV S/S at Rengpang by installing additional 12.5 MVA transformer
	5.00
	2.00
	0.00
	2.00

	10
	Construction of 132 KV S/C line (2nd Circuit) on D/C Towers from Leimatak Power House (NHPC) to 132 KV S/S at Ningthoukhong.
	0.00
	0.00
	0.00
	10.00

	11
	Installation of 132 KV S/S along with associated line at Elangkhangpokpi, Thoubal District
	0.00
	0.00
	0.00
	15.00

	12
	Construction of 132 KV S/C line (3rd Circuit) strung on D/C Towers from 132 KV Yurembam S/S (State) to Yurembam S/S (PGCI).
	0.00
	0.00
	0.00
	2.00

	13
	Installation of 2x12.5 MVA, 132 KV S/S along with associated line at Tipaimukh, Churachandpur District
	0.00
	0.00
	0.00
	5.00

	 
	Sub-Total : A.2.1 and A.2.2
	951.23
	153.90
	62.84
	112.21

	A.2.3
	33 KV System
	 
	 
	 
	 

	1
	Installation of GIS 33/11 KV S/S at Capital Project with associated 33 KV line
	16.24
	1.00
	0.00
	0.00

	2
	Installation of GIS 33/11 KV S/S at Pisum with associated 33 KV line
	13.18
	1.00
	0.00
	0.00

	3
	Installation of 33/11 KV sub-station with associated 33 KV line at Sagolband
	8.03
	1.00
	0.00
	0.00

	4
	Installation of 33/11 KV sub-station with associated 33 KV line at Hiyangthang
	8.68
	1.00
	0.00
	0.00

	5
	Installation of 33/11 KV sub-station with associated 33 KV line at Gumnom
	6.40
	1.00
	0.00
	2.04

	6
	Re-stringing & strengthening of 33 KV line lines
	3.00
	0.50
	0.00
	0.00

	7
	Providing of 33 KV &11 KV feeder meters.
	5.00
	2.00
	0.00
	1.00

	8
	Renovation of 33/11 KV S/S at Khoupum
	1.00
	0.30
	0.00
	0.15

	9
	Installation of 33/11 KV S/S at Moirangpali with associated 33 KV line
	10.45
	1.00
	0.00
	0.05

	10
	Installation of 33/11 KV S/S at Senapati with associated 33 KV line
	9.98
	0.50
	0.00
	0.00

	11
	Augmentation of 33/11 KV Sub-stations at Moreh, Karong, Nambol, Bishnupur, Ningthoukhong, MoirangKhunou, Kangpokpi and Leimakhong.
	18.77
	1.50
	0.00
	0.00

	12
	Installation of 33/11 KV S/S at Mualnuam with associated 33 KV line
	12.15
	1.00
	0.00
	0.05

	13
	Installation of 33/11 KV sub-station with associated 33 KV line at Gamphajol
	0.00
	0.00
	2.00
	2.00

	14
	Re-stringing & strengthening of 33KV line from KhumanLampak to Nilakuthi
	0.00
	0.00
	0.00
	0.00

	15
	Contn. Of 2*1 MVA,33/11 KV SS at Sinjwal
	0.00
	0.00
	0.00
	0.00

	16
	Instln. On 2*2.5 MVA 33 KV SS and related civil works at Phungyar, Ukhrul District, Manipur on turnkey basis.
	0.00
	0.00
	2.00
	2.00

	17
	Instln. Of 2*2.5 MVA 33 KV SS and related civil works at KasomKhullenUkhrul District Manipur on turnkey basis
	0.00
	0.00
	2.00
	2.00

	18
	Instln. Of 2*2.2.5 MVA 33 KV SS and related civil works at MayangkhangSenapati District, Manipur on Turn Key Basis.
	0.00
	0.00
	1.50
	1.50

	19
	Instln. Of 2*2.5 MVA 33 KV SS and related civil works at Mao Senapati District, Manipur on turnkey basis.
	0.00
	0.00
	1.50
	1.50

	20
	Installation of 33/11 KV S/S at Longpi with associated 33 KV line
	0.00
	0.00
	0.00
	0.05

	21
	Installation of 33/11 KV S/S at Nungleiband with associated 33 KV line
	0.00
	0.00
	0.00
	0.05

	 
	Sub-Total : A.2.3
	112.88
	11.80
	9.00
	12.40

	III
	Misc. Schemes
	61.89
	14.10
	6.34
	18.33

	 
	Total: Normal Plan I+II+III)
	10827.95
	310.83
	102.58
	261.35


It may be observed from the above table that the estimated capital expenditure for FY 2015-16 has decreased from the projected figure of Rs.310.83 Crore to Rs. 261.35 Crore. Out of the total estimated expenditure, Rs. 102.58 Crore has already been spent till September'2015. MSPCL would like to submit that there were some new schemes which it had to undertake in FY 2015-16 in order to meet the demand, which were not planned. Details of scheme wise progress are given above.

Commission’s Analysis:
As against capital expenditure of Rs 310.83 Crore and capitalization of Rs 156.56 Crore during FY 2015-16 approved by the Commission, the MSPCL has now estimated an expenditure of Rs 261.35 Crore and capitalization of Rs 329.35 Crore during FY 2015-16 as per revised estimates.

The Commission approves capital expenditure of Rs 261.35 Crore and capitalization of Rs 329.35 Crore during FY 2015-16 as estimated by the MSPCL.

5.7 Depreciation
5.7.1 Gross Fixed Assets
Petitioner’s submission

The approved and estimated value of GFA for FY 2015-16 is shown below. It is submitted that the actual value of assets have decreased because the assets transferred from the erstwhile Electricity Department of Manipur have been transferred at written down values as on 31.01.2014 and not the gross asset value as projected earlier. A copy of the financial statements for FY 2014-15 is attached as Annexure  for reference. Further, it may be seen from audited statements that MSPCL is having a Capital Works in Progress (CWIP) of Rs. 469 Crore as on 31.03.2015, which are expenses incurred on ongoing projects. Out of this CWIP, a number of projects shall be commissioned in FY 2015-16. As such, it is estimated that new assets of around Rs. 330 Crore shall be capitalized in FY 2015-16, from the existing CWIP and new investment of Rs. 261.35 Crore during FY 2015-16.

Against the estimated capitalization of Rs.330 Crore, the Commission had approved only Rs.157 Crore. MSPCL has given the detailed scheme wise progress of capital investment plan and requests the Commission to consider the estimated figures for projections under this petition.
Table 5.7: Gross Fixed Assets Projected by MSPCL for FY 20015-16
(Rs. Crore)

	Particulars
	Approved
	Estimated

FY 2015-16

	Opening value of assets at the start of year
	508.64
	194.64

	New assets capitalized during the year
	157.33
	329.35

	Closing value of assets at the end of the year
	665.97
	523.99


Commission’s Analysis:
As verified from annual accounts for FY 2014-15 the closing GFA as on 31.03.2015 is Rs. 327.24 Crore which will be opening GFA for FY 2015-16. After considering additions during FY 2015-16 at Rs. 329.35 Crore the closing GFA for FY 2015-16 is Rs. 656.58 Crore.
The Commission approves GFA as on 31/03/2016 at Rs 656.58 Crore as against Rs 523.99 Crore estimated by MSPCL after review.

5.7.2 Depreciation

Petitioner’s submission

Based on the category wise assets shown above and the depreciation rates provided by the Commission in JERC for M&M (MYT) Regulations 2014, the depreciation is calculated as given below. Because of the decrease in value of assets as provided above, the depreciation figures have decreased accordingly. MSPCL has considered 1% of total assets as not funded through grants and calculated depreciation.
Table 5.8: Depreciation for FY 2015-16 projected by MSPCL
(Rs. Crore)

	Depreciation
	Approved
	Estimated

FY 2015-16

	Grand Total
	0.88
	0.24


Commission’s Analysis:

As already discussed in para 5.7.1 ante, the closing GFA as on 31.03.2015 as per annual accounts for FY 2014-15 is considered as opening GFA for FY 2015-16. Depreciation is calculated on average GFA at the average rate of 1.60% and considered 1% of total depreciation as proposed by MSPCL. Thus, the depreciation works out to Rs 0.08 Crore, as detailed in table below:
Table 5.9: Depreciation for FY 2015-16 approved by the Commission
(Rs. Crore)

	Sl.No
	Particulars
	Approved for 

FY 2015-16

	1
	Opening GFA
	327.24

	2
	Addition during the year
	328.66

	3
	Capitalization of expenses
	0.69

	4
	Total GFA at the end
	656.59

	5
	Average GFA
	491.92

	6
	Average rate of Depreciation
	1.60%

	7
	Depreciation
	7.87

	8
	1% of the Depreciation
	0.08


The Commission approves depreciation of Rs 0.08 Crore for FY 2015-16 after review.
5.8 Interest and Finance charges

Petitioner’s submission

Last year, MSPCL had expected the World Bank projects to be funded through a small component of 10%. But after detailed discussion with all stakeholders, it has now been decided that the World Bank projects shall be undertaken directly by Government of India and the assets after completion shall be handed over to MSPCL. As such, there shall be no liability of loan for MSPCL on account of World Bank projects. As such, there is no interest and finance charges estimated during FY 2015-16 and beyond.

Table 5.10: Interest and Finance for FY 2015-16 projected by MSPCL
(Rs. Crore)

	Particulars
	Approved
	Actual

(till Aug’15)
	Estimated

FY 2015-16

	Total Interest and Finance charges
	0.00
	0.00
	0.00


Commission’s Analysis:
As there is no loan liability no interest charges are considered for FY 2015-16.
5.9 Interest on working capital

Petitioner’s submission

For APR, MSPCL has calculated the interest on working capital as per the new JERC (Multi Year Tariff) Regulations, 2014, and based on the estimated figures shown earlier. The calculation is shown below:
Table 5.11: Interest on working capital for FY 2015-16 projected by MSPCL





(Rs. Crore)

	Sl. No
	Particulars
	CY 2015-16

	1
	Receivables for two months calculated on NATAF
	5.13

	2
	Maintenance spares @ 15% of O&M
	5.80

	3
	O&M expenses for 1 month
	3.22

	4
	Total Working Capital
	14.15

	5
	Rate of Interest
	14.75%

	6
	Interest on Working Capital
Estimated
	2.09

	
	Interest on working capital as approved by JERC for FY 2015-16 order
	1.92


Commission’s Analysis:
As per Regulation 29.2 of JERC for M&M (MYT) Regulations 2014 working capital shall be computed as follows:

· O&M expenses for one month: plus

· Maintenance of spares at 1% of the historical cost escalated from the date of commercial operation; plus

· Receivables equivalent to one month of transmission charges calculated on target availability level; minus

· Amount if any held as security deposits except the security deposits held in the form of bank guarantee from transmission system users.

Interest shall be calculated at a rate equal to State Bank Advance Rate (SBAR) as on 1st April of the financial year in which the petition is filed.

Accordingly interest on working capital is worked out as detailed in table below:

Table 5.12: Interest on working capital approved by the Commission for FY 2015-16
(Rs. Crore)
	Sl.No
	Particulars
	Total Value
	One Month Cost

	1
	Employee Cost
	26.62
	2.22

	2
	R&M Expenses
	4.00
	0.33

	3
	A&G Expenses
	3.07
	0.25

	4
	1% of average GFA as on 31.03.2016
	359.66
	3.59

	5
	Receivables for FY 2015-16
	24.89
	2.07

	6
	Total Working Capital
	
	8.40

	7
	Rate of Interest
	
	14.75%

	8
	Interest on working Capital
	
	1.24


Commission approves interest on working capital at Rs 1.24 Crore for FY 2015-16 as against Rs 2.09 Crore claimed by MSPCL after review.
5.10 Return on Equity

Petitioner’s submission

JERC (Multi Year Tariff) Regulations, 2014 provides for return at 15.5% on post tax basis. After inclusion of tax at 20.01%, the effective return rate works out to be 19.38%. Hence, the estimated value of RoE claimed on an equity amount of Rs. 10.05 Crore, under this APR is 1.95 Crore. It may be noted that the Commission had considered the paid up equity of Rs. 10.00 Crore but the actual paid up equity as per account statements is Rs. 10.05 Crore.

Table 5.13: Return on Equity projected by MSPCL for FY 2015-16
(Rs. Crore)

	Return of Equity
	Approved
	Estimated

FY 2015-16

	Grand Total
	1.86
	1.95


Commission’s Analysis:
The Commission approves return on equity at Rs 1.95 Crore as estimated by MSPCL for FY 2015-16 after review.

5.11 Non Tariff Income

Petitioner’s submission

The estimated value for FY 2015-16, actual amount till Aug'15 and the approved values for non tariff income are shown below:
Table 5.14: Non Tariff Income projected by MSPCL for FY 2015-16
(Rs. Crore)
	Particulars
	Approved
	Actual

(till Aug’15)
	Estimated

FY 2015-16

	Non-Tariff Income
	0.38
	5.22
	11.48


Out of the estimated income of Rs. 11.48 Crore, Rs. 7.54 Crore is income from short term open access charges. The other heads are Agency charges, Interest from FD, bank account etc. MSPCL would like to submit that the energy transacted through short term open access have seen a very sharp increase and as such the income from such transactions have also increased.

Commission’s Analysis:
The Commission approves non tariff income at RS 11.48 Crore for FY 2015-16 as estimated by MSPCL after review.

5.12 Aggregate Revenue Requirement

Based on the above analysis and approvals, the Aggregate Revenue Requirement estimated for APR by MSPCL against the figures approved by the Commission for FY 2015-16 and now approved by the Commission are furnished in Table below:
Table 5.15: Aggregate Revenue Requirement projected by MSPCL for FY 2015-16
(Rs. Crore)
	Sl. No
	Particulars
	Approved in Order dated 27.02.2015
	Estimated under

APR
	Now Approved by the Commission

	1
	Employee costs
	33.76
	31.60
	26.62

	2
	Repair & Maintenance expense
	4.11
	4.00
	4.00

	3
	Adm & Gen. Expenses
	2.37
	3.07
	3.07

	4
	Depreciation
	0.88
	0.24
	0.08

	5
	Interest & Finance Charges
	0
	0.00
	0.00

	6
	Interest on Working capital
	1.92
	2.09
	1.24

	7
	Total Cost
	43.04
	41.01
	35.01

	8
	Add: Return on Equity / ROE
	1.86
	1.95
	1.95

	9
	Less: Non Tariff income
	0.38
	11.48
	11.48

	10
	Less: Expenses Capitalized
	0.76
	0.69
	0.69

	11
	Aggregate Revenue Requirement
	43.76
	30.78
	24.79


6. Determination of Transmission ARR (MYT) for FY 2016-17 & FY 2017-18


6.1 Introduction

Determination of Aggregate Revenue Requirement (ARR) for the control period FY 2016-17 and FY 2017-18 and transmission Tariff for FY 2016-17 of MSPCL are discussed in this chapter.

6.2 Aggregate Revenue Requirement (ARR):

Aggregate Revenue Requirement (ARR) comprises the following expenses, returns and other income.

· Employee cost

· Repairs and Maintenance expenses

· Administrative and general expenses

· Interest and Finance charges

· Interest on working capital

· Depreciation

· Return on equity

· Other income(Non Tariff Income)

6.3 Existing Transmission System

MSPCL owns and operates the transmission system of 33 kV and above voltages in the state of Manipur. The existing transmission system is as given in table below.

Table 6.1: Existing Transmission System as on 31.3.2015

	Sl.No.
	Voltage
	No. of Substations
	Length of lines (KM)
	Power Transformers capacity (MVA)

	1
	132 kV
	12
	537.1
	200.00

	2
	33 kV
	68
	1318.73
	508.2


6.4 Performance of Transmission System

6.4.1 Transmission Loss
Petitioner’s submission

The MSPCL has stated that currently all the input/output points in the transmission system are not metered. All outgoing 11 kV feeders as well as in coming 132 kV lines in the state are not metered. As such the transmission losses in the system cannot be measured for MSPCL. In the absence of any base level of losses the Commission had approved intra state transmission loss of 3.6% on estimated basis. MSPCL requests the Commission to approve the transmission loss from next year, i.e., from the tariff year of FY 2017-18 onwards. 

Commission’s Analysis

The MSPCL in its ARR application for control period FY 2016-17 and FY 2017-18 has projected intra-State transmission loss at 3.6% as approved by the Commission tentatively in Tariff Order for FY 2015-16. In the absence of valid data on transmission loss calculation, the transmission loss at 3.6% projected by MSPDCL is considered tentatively for the control period FY 2016-17 and FY 2017-18. The MSPCL shall ensure metering of all incoming and outgoing feeders and measure the transmission losses and furnish it in next year’s ARR petition. 

6.5 O&M expenses
Operation and Maintenance expenses comprise of the following heads:  

· Employees Expenses Which includes the basic pay, dearness pay, dearness allowances, house rent allowances, and other allowances, new pension scheme paid to the staff;

· Repair and Maintenance (R&M) Expenses, which include all expenditure incurred on the maintenance and upkeep of transmission assets; and

· Administrative and General Expenses, which include all expenditure incurred in operating a business such as office and IT expenses, consultancy and regulatory fee etc.

The methodology adopted by MSPCL for projecting the values of each component of the O&M expense for control period FY 2016-17 and FY 2017-18 have been explained in the following section.

6.5.1 Employee Cost 
Petitioner’s submission

Old Employees of EDM

a. As per the transfer scheme notified by Government of Manipur under the restructuring exercise, all the employees (including regular employees, work charge staff and muster roll) of erstwhile Electricity Department have been transferred to the new companies on deputation for three years. They have transferred to the new companies on "as-is-where-is" basis". As such, the old employees of EDM working in distribution area have been transferred to MSPDCL while those working in transmission function have been transferred to MSPCL.

b. Under the deputation, all the employees of MSPCL shall have the same pay structure as existing in EDM and no deputation allowance is being paid to the employees. Also, the terminal benefits (including pension, gratuity and leave encashment) of the old regular employees shall continue to be borne directly by the State Government. The new companies shall only bear the salary component (including basic, HRA TA, DA etc) of the deputed employees.

c. The employee expenses for the old employees have been projected based on the actual payouts made in FY 2014-15 after restructuring by MSPCL and assuming 3% increase in basic pay (including grade pay, additional pay) annually and 12% increase in dearness allowance.

d. New Employees of MSPCL
MSPCL is suffering from acute shortage of manpower and as on the date of restructuring, there are only 874employees against the sanctioned strength of 1585. MSPCL plans to fill these vacancies over a period from FY 2015-16 to FY 2018-19so that the burden of employee cost does not increase sharply in a single year. The vacancies in MSPCL are for various categories like Switch Board Operators and Assistants, Line Man, clerical staff etc.

Further, in order to meet the need of corporatization and to strengthen the key activities of finance, accounts and legal, MSPCL needs to recruit officer level staff of Assistant Manager, Managers and Senior Managers for these functions.

In FY 2015-16, MSPCL plans to recruit 463 new employees. Some of these employees have already joined MSPCL and for the rest, recruitment process is in progress. Similarly, MSPCL plans to recruit 200, 150, and 100 employees respectively for FY 2016-17, FY 2017-18 and FY 2018-19 to fill up the vacancies in the sanctioned strength and to strengthen the institutional capability of the new company. The cost of the new employees has been estimated based on the existing average pay of the old employees.

e. National Pension Scheme:
NPS is a defined contribution based pension scheme launched by Government of India with effect from January' 2004. Government of Manipur has also adopted NPS for employees joining after 2005. MSPCL has around 550, 725 and 850 employees who are eligible under NPS in FY 2016-17, FY 2017-18 and FY 2018-19 respectively and as such, MSPCL contributes 10% of the basic pay as pension contribution.
f. Projection of Salaries and Cost
For projecting the employees cost, the average basic bay of the employees (including grade pay and House Rent Allowance) has been increased by 3%.Further, the provision of DA component is increased by 12% in line with the recommendations made by the Sixth Central Pay Commission, which is to be increased at the rate of 6% every six months and also as per the policy adopted by State Government in past few years.

g. The total staff strength of MSPCL is projected to increase in the next couple of years because of the large number of recruitments ongoing and planned. The average number of employees in MSPCL is expected to increase from 874in FY 2014-15 to 1072in FY 2015-16 and 1533in FY 2018-19, based on the number of retirements and recruitments projected, as given above.

h. The MSPCL would like to bring into the notice of Hon’ble Commission that certain components of employee cost increase should be considered as uncontrollable factors, especially factors like DA/Basic hike through Government, revision through VII Pay Commission etc. The MSPCL would not be in a position to not allow these increases as any deviation will be against law/policy. The revision in salaries and other incentives are kept at par with the other departments of Government of Manipur and is a legal binding on the department to follow the same. Therefore, MSPCL requests the Commission to adopt a relaxed and realistic approach for employee expenditure, keeping in view the obligation of the organization towards the employees.
Table 6.2: Employee Cost projected by MSPCL for control period FY 2016-17 and FY 2017-18

(Rs. Crore)

	Employees Cost
	FY 2014-15 
(Actuals)
	FY 2015-16
(Estimated)
	FY 2016-17
(Proposed)
	FY 2017-18
(Proposed)

	Salaries
	8.82
	11.15
	14.36
	16.11

	Additional Pay
	2
	2.53
	3.26
	3.66

	Dearness Allowance (DA)
	11.04
	15.16
	21.23
	29.74

	Medical Expenses Reimbursement
	0.05
	0.07
	0.08
	0.09

	Travelling Allowance (Conveyance Allowance)
	0.57
	0.72
	0.91
	0.99

	Provident Fund Contribution/NPS
	0.07
	1.24
	1.63
	2.51

	Any Other Items/ACP Arrear/Spl Pay/Cy. All
	0.59
	0.72
	0.9
	0.98

	Impact of VII th Pay Commission
	 
	0
	0
	10.81

	Net Employee Expenses (D)-(E)
	23.15
	31.60
	42.38
	64.89

	Opening Employees
	 
	874
	1270
	1411

	Retirements
	 
	67
	59
	52

	Recruitments
	 
	463
	200
	150

	Closing Number of Employees
	874
	1270
	1411
	1509

	Average Number of Employees
	 
	1072
	1341
	1460


· MSPCL submits to the Commission to approve the employee costs as projected.

Commission’s Analysis

The MSPCL has proposed mass recruitment of staff during FY 2015-16 to FY 2017-18, raising the existing cadre strength from 874 in FY 2014-15 to 1270 in FY 2015-16 and 1411 in FY 2016-17 and 1509 in FY 2017-18, and projected an increase in employee cost by 36.50% in FY 2015-16 over the actual employee cost of Rs.23.15 Cr during FY 2014-15, and further increase by 34.11% during FY 2016-17 and 53.12% increase during FY 2017-18. As the joining of all the new recruits will not take place at the beginning of respective years but will be staggered throughout the year an increase of 15% over the actuals during FY 2014-15 is considered to project expenditure for FY 2015-16. Thereafter as increase of 20% P.A. is considered reasonable to project expenditure for FY 2016-17 and FY 2017-18 keeping in view of the pay revision through 7th Pay Commission which works out to Rs.26.62 Cr for FY 2015-16 and Rs.31.95 Cr for FY 2016-17 and Rs 38.34 Cr for FY 2017-18. 

The Commission approves employee cost at Rs.31.95 Cr for FY 2016-17 and Rs 38.34 Cr for FY 2017-18 as against Rs.42.38 Cr for FY 2016-17 and Rs 64.89 Cr for  FY 2017-18 projected by MSPCL.

6.5.2 Repairs & Maintenance Expenses
Petitioner’s submission

· These expenses include expenses on repairs and maintenance of Plant and Machinery, Transformers, Lines, cable network etc., Vehicles, Office equipment, etc.

· The repair and maintenance expenses in FY 2014-15 as per the account statements has been assumed to the base R&M expenses for MSPCL. Based on this R&M expenses for next years have been increased based on the ratio of asset addition and WPIC which is 2%.

· Based on the above trend for the ensuing year, the R&M expenses are expected to increase for the MYT period as shown in table below.


Table 6.3: Repairs & Maintenance Expenses projected by MSPCL for control period        FY 2016-17 and FY 2017-18
 (Rs. Crore)

	Particulars
	FY 2014-15

Actual
	FY 2015-16

Estimate
	FY 2016-17

Projected
	FY 2017-18

Projected

	R&M expenses
	3.93
	4.00
	7.68
	12.50


· MSPCL requests the Commission to approve the R&M expense without any disallowance as the same is necessary for proper maintenance and strengthening of the system for quality of supply in the region in order to ensure consumer satisfaction.

Commission’s Analysis:

The MSCPL has estimated an increase of 1.78% for FY 2015-16 over the actual expenses of Rs. 3.93 Cr during FY 2014-15 and projected an increase of 92% for FY 2016-17 and 62.76% for FY 2017-18. Escalation of expenditure at 15% P.A. over the actual expenditure during FY 2014-15 is considered reasonable which works out to Rs. 4.00 Cr for FY 2015-16 and Rs 4.60 Cr for FY 2016-17 and Rs. 5.29 Cr for FY 2017-18.

The Commission approves R&M expenses of Rs. 4.60 Cr for FY 2016-17 and Rs 5.29 Cr for FY 2017-18 as against Rs. 7.68 Cr for FY 2016-17 and Rs 12.50 Cr for FY 2017-18 projected by MSPCL. 

6.5.3 Administration & General Expense
Petitioner’s submission

Administrative and General (A&G) expense comprise of various sub-heads including the following:

· Travel and conveyance expenses

· Hydel investigation expenses

· Consultancy and regulatory fees

· Office expenses

· Publication expenses

· Other administration expenses

The actual A&G expense for FY 2014-15 for MSPCL are Rs 2.93 Cr as per account statement. For FY 2015-16, total A&G expenses have been estimated at Rs.3.07 Cr and for FY 2016-17 and FY 2017-18 total A&G expenses are projected at Rs.3.22 Cr and Rs 3.38 Cr respectively as details in table below.
Table 6.4: Administrative & General Expenses projected by MSPCL 

(Rs. Crore)
	Particulars
	FY 2014-15
(Actual)
	FY 2015-16
(Estimated)
	FY 2016-17
(Projected)
	FY 2017-18
(Projected)

	Telephone, Postage, Telegram & Telex Charges
	0.03
	0.03
	0.04
	0.04

	Vehicle Expenses
	0.17
	0.18
	0.19
	0.20

	Printing and Stationery
	0.15
	0.15
	0.15
	0.15

	Advertisement Expenses
	0.13
	0.14
	0.15
	0.16

	Electricity Charges to Offices
	1.28
	1.36
	1.44
	1.53

	Miscellaneous Expenses, Meetings, Seminars
	0.31
	0.33
	0.35
	0.37

	Legal Charges
	0.33
	0.33
	0.33
	0.33

	Auditor's Fee, Consultants, License
	0.14
	0.14
	0.14
	0.14

	Vehicle Running Expenses Truck/ Delivery Van
	0.10
	0.10
	0.11
	0.12

	Fabrication Charges, Furniture, Local Purchase
	0.29
	0.31
	0.33
	0.35

	Total A&G Expenses
	2.93
	3.07
	3.22
	3.38


Considering the above aspects, MSPCL requested to the Commission to approve the A&G costs in full without any disallowance, as these costs are essentially required to administer operations in MSPCL.
Commission’s Analysis

The MSPCL has estimated the Administration & General expenses for FY 2015-16 at Rs. 3.07 Cr at an escalation of 4.77% over the actual expenditure during FY 2014-15 and further increase of 4.88% to project expenditure for FY 2016-17 at Rs. 3.22 Cr and for FY 2017-18 at Rs 3.38 Cr with an increase of 3.97% which are considered reasonable.

The Commission approves Administration & General expenses at Rs. 3.22 Cr for     FY 2016-17 and Rs 3.38 Cr for FY 2017-18 as projected by MSPCL.

6.6 Summary of O&M expenses

Based on the above mentioned expenses for employee cost, A&G expenses and R&M expenses, the total O&M expenses are tabulated below. Around 2% of employee and A&G expenses are capitalized.

Table 6.5: Summary of O&M expenses projected by MSPCL for FY 2016-17 and FY 2017-18
 (Rs. Crore)

	Sl.No.
	ITEMS
	FY 2014-15
(Actual)
	FY 2015-16
(Estimated)
	FY 2016-17
(Proposed)
	FY 2017-18
(Proposed)

	(A)
	Breakup of O&M expenses
	 
	 
	 
	 

	1
	Employee Cost
	23.15
	31.60
	42.38
	64.89

	2
	Repair and Maintenance
	3.93
	4.00
	7.68
	12.50

	3
	Administrative and General Expenses
	2.93
	3.07
	3.22
	3.38

	 
	LESS: O&M expenses capitalized
	0.00
	0.69
	0.91
	1.37

	 
	Net O&M Expenses
	30.01
	37.98
	52.37
	79.40


Commission’s Analysis:

The approved O&M expenses are summarized in the Table below:

Table 6.6: O&M expenses approved by the Commission for FY 2016-17 and FY 2017-18









(Rs. Crore)
	Sl.No.
	Particulars
	2016-17
	2017-18

	1
	Employee Cost
	31.95
	38.34

	2
	R&M expenses
	4.60
	5.29

	3
	Administrative & General expenses
	3.22
	3.38

	4
	Total
	39.77
	47.01

	5
	Less O&M expenses capitalized
	0.91
	1.37

	6
	Net O&M expenses
	38.86
	45.64


6.7  Capital Investment Plan
Petitioner’s submission

1. Considering the increase in demand from the Distribution Company and increased availability of power for the state, MSPCL would be required to undertake significant capital expenditure for system augmentation and strengthening. System augmentation would not only help MSPCL in handling increased load but would also ensure better quality of supply and network reliability to the consumers. Since, the current transmission loss levels are high; the capital expenditure would help in reduction in the transmission loss level.

2. Each year, MSPCL prepares an Annual Plan for the capital investment for new schemes and continuing schemes which it plans to incur in the ensuing year. The MSPCL has to undertake various capital projects for transmission function mainly focusing on the strengthening electricity network and augment new networks for ensuring reliable power to its consumers.

Ongoing Capital Expenditure Schemes - undertaken by MSPCL

· New generation projects – Loktak downstream hydel project and Tipaimukh hydel project

· Installation of line bay equipment at 132 kV terminals at Churachandpur and Kakching 132/33kV S/Ss.

· Augmentation of 132/33kV S/S at Ningthoukhong S/S and Karong S/S.

· Stringing of 2nd circuit 132kV line on the existing double circuit tower from Ningthoukhong – Ccpur line.

· Construction of 132kV S/C line Yurembam to Yaingangpokpi.

· Installation of 132/33kV S/S at Kongba.

· Installation of 132/33kV S/S at Hundung (Ukhrul) & its associated line.

· Re-stringing of 132kV line from Loktak to Jiribam.

· Renovation & Modernisation of 132/33kV sub-station at Yurembam.

· Installation of 132/33kV S/S at Chandel with associated 132kV line.

· Augmentation of 132/33kV S/S at Yaingangpokpi by installing additional 20MVA transformer.

· Renovation & Modernisation of two nos. of 132/33kV S/S at Yaingangpokpi & Ningthoukhong.

· Renovation & Modernisation of three nos. of 132/33kV S/S at Kakching, Karong & Churachandpur.

· Installation of 132/33kV S/S at Thanlon with associated line.

· Providing 132kV energy meter.

· Installation of 2x20 MVA, 132kV sub-station along with the associated 132kV LI-LO line & related civil works at Thoubal.

· Augmentation of Rengpang 132/33 kV sub-station by installing (3x4.16+1x4.16) MVA. 132/33kV single-phase transformers.

· Augmentation of existing 33/11kV sub-stations at Yurembam, Mongsangei, Kongba, Keishampat, Lamphel, Iroisemba and Nilakuthi by installing 2x10MVA (14 nos.).

· Up gradation of the installed capacities of 33/11Kv S/Ss.

· Construction of 33kV D/C line from Leimakhong to Iroisemba and from Mongsangei to Khumanlampak via Konga.

· Installation of 33kV S/S at Thanlon, Henglep, Chakpikarong, Chingaren, Oinamlong, Sagolmang, Ukhrul Khunjao, Chandel, Jessami, Sinjol, JNIMS, Thoubal Leishangthem, Sugnu, Khongjom, Sekmai, Gelnel, Nungbi Khullen.

· Construction of Line bays, equipment foundation and civil works for Machi and Joupi 33/11kV sub-stations.

· Re-stringing & strengthening of 33kV line from Utlou to Ningthoukhong (20.30 KM).

· Erection of 33kV feeders from Yurembam POWERGRID sub-station.

· Installation of 2x5 MVA, 33/11kV sub-station with associated 33kV line a Power House site of Loktak down Stream HE Project (NEC scheme with state plan support).

· Re-stringing & strengthening of 33kV lines.

3. Apart from the above schemes, MSPCL has also planned to new projects for system strengthening and augmentation and improvement of electricity infrastructure.

· Installation of 400 kV sub-station at Thoubal.

· Construction of 400kV line on D/C towers from Yurembam to Thoubal via Nambol.

· Compensatory Aforestation for stringing of transmission lines.

· Installation of 132/33kV Sub-Station at Moreh with erection of associated 132kV line.

· Augmentation of 132/33kV S/S at Jribam ( Installation of one old 20 MVA transformers from Yurembam)-Phase-II

· Augmentation of 132/33kV S/S at Ningthoukhong by installing one additional 20 MVA transformers.

· Composite scheme for Development of Transmission & Distribution Network in NER.

· Stringing of 132kV line (2nd circuit) from Yaingangpokpi to Kakching via Kongba.

· Erection of 132kV line (2nd circuit) from Kakching to Churachandpur.

· Construction of 132kV S/C line (2nd circuit) on D/C towers from Leimatak Power House (NHPC) to 132kV S/S at Ningthoukhong.

· Installation of 132kV S/S along with associated line at Elangkhangpokpi, Thoubal District.

· Construction of 132kV S/C line (3rd circuit) strung on D/C Towers from 132kV Yurembam S/S (state) to Yurembam S/S (PGCI).

· Installation of 1x20 MVA transformers at Yaingangpokpi 132/33kV S/S for replacement of old transformer.

· Installation of 2x12.5 MVA, 132kV S/S along with associated line at Tipaimukh, Churachandpur District.

· Aug. of 33/11kV S/S at Kangpokpi, Karong, Wangoi with associated 33kV line 1x3.15 – 2x3.15.

· Installation of 33/11kV S/S at Wangjing, Yairipok, Heirok, Capitol, Pisum, Sagolband, Hiyangthang, Gumnom, Moirangpali, Senapati, Kasom, Khullen, Gamphazol, Mayangkhang, Mao, Longpi, Nungleiband, Mualnuam with associated 33kV line.

· Augmentation of 33/11kV S/S at Morehm Karong, Nambol, Bishnupur, Ningthoukhong, Moirang Khunou, Kangpokpi and Leimakhong.

· Providing of 33kV & 11kV feeder meters.

· Renovation of 33/11kV S/S at Khoupum.

· 33kV and lines Paogi (Ukhrul) and Thuging (Senapati).

· R&M of 33kV S/S Phase I.

4. Apart from the above schemes, MSPCL has also planned to below mentioned miscellaneous schemes.

· Survey & Investigation of Irang, Tuivai, Maklang Tuyungbi, Nungleiband.

· Establishment of State Load Despatch Centre (SLDC)/ Information Technology (IT).

· Construction of Administrative Building, Divisional & Sub-Divisional office buildings, quarters, complain rooms etc.

· Purchase of vehicle, consultancy fee for corporatisation etc.

5. Following table depicts the detailed capital investment plan of MSPCL for entire MYT period and the total estimated expenditure in FY 2015-16: Also, the funding pattern for each scheme is given below.

Table 6.7: Function wise Capital Investment Plan for control period FY 2016-17 and FY 2017-18 projected by MSPCL.     
                                                    (Rs. Crore)                                                                            

	Sl.No
	Particulars
	Project Cost 
(Sanctioned/ 
PIB/ 
HTC Cost)
	Capital investment during
 FY 2015-16
	Capital Investment during FY 2016-17
	Capital Investment during FY 2017-18

	
	
	
	
	Normal state plan
	NLC PR
	NEC
	EQUITY
	TOTAL
	Normal state plan
	NLC PR
	NEC
	EQUITY
	TOTAL

	I
	General in Hydro
	9006.56
	2.00
	0.00
	0.00
	0.00
	10.00
	10.00
	0.00
	0.00
	0.00
	20.00
	20.00

	II
	Transmission System
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	A.I
	On-going Schemes
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	A.I.I
	132kV System
	472.16
	79.41
	46.12
	18.00
	10.00
	0.00
	74.12
	44.90
	0.00
	6.00
	0.00
	50.90

	A.I.2
	32kV System
	320.06
	37.01
	34.37
	2.50
	1.50
	0.00
	38.37
	23.92
	0.00
	2.80
	0.00
	26.72

	A.I
	Total on-going Schemes
	792.22
	116.42
	80.49
	20.50
	11.50
	0.00
	112.49
	68.82
	0.00
	8.80
	0.00
	77.62

	A.2
	New Schemes
	 
	 
	 
	
	 
	
	 
	 
	 
	 
	 
	 

	A.2.1
	400kV system
	369.548
	45.729
	20.00
	70.00
	0.00
	0.00
	90.00
	20.00
	55.00
	0.00
	0.00
	75.00

	A.2.2
	132kV System
	819.362
	66.482
	207.83
	10.00
	0.00
	0.00
	217.83
	208.83
	10.00
	0.00
	0.00
	218.83

	A.2.1&2
	Total
	1188.91
	112.211
	227.83
	80.00
	0.00
	0.00
	307.83
	228.83
	65.00
	0.00
	0.00
	293.83

	A.2.3
	33kV system
	392.33
	12.40
	129.50
	1.50
	0.00
	0.00
	131.00
	130.00
	1.50
	0.00
	0.00
	131.50

	 
	Total A2-new schemes
	1581.24
	124.611
	357.33
	81.50
	0.00
	0.00
	438.83
	358.83
	66.50
	0.00
	0.00
	425.33

	 
	Total T&D (A1&A2)
	2373.46
	241.031
	437.82
	102.00
	11.50
	0.00
	551.32
	427.65
	66.50
	8.80
	0.00
	502.95

	III
	Miscellaneous Schemes
	120.39
	13.06
	40.00
	0.00
	0.00
	0.00
	40.00
	40.00
	0.00
	0.00
	0.00
	40.00

	IV
	Payment to muster-roll and WC Employee
	0.00
	5.27
	7.00
	0.00
	0.00
	0.00
	7.00
	7.00
	0.00
	0.00
	0.00
	7.00

	 
	Total normal plan (I+II+III+IV)
	11500.41
	261.361
	484.82
	102.00
	11.50
	10.00
	608.32
	474.65
	66.50
	8.80
	20.00
	569.95


Table 6.8: Capital Expenditure & Proposed Capitalization projected by MSPCL
(Rs. Crore)

	Particulars
	FY 2014-15 (Actual)
	FY 2015-16 (Estimated)
	FY 2016-17 (Projected)
	FY 2017-18 (Projected)

	Capital Expenditure
	113.29
	261.35
	608.32
	569.95

	Capitalization during the Year
	57.99
	329.35
	461.75
	586.53

	CWIP
	469.06
	401.07
	547.65
	531.06


Commission’s Analysis

Capital Investment and capitalization during FY 2013-14 and FY 2014-15 are considered as per annual accounts and for FY 2015-16 onwards the data furnished by MSPCL are considered.
As a result the year wise position of CWIP is as detailed in table below:

Table 6.9: CWIP approved by the Commission

(Rs. Crore)

	Sl.No.
	Particulars
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	1
	Opening CWIP
	-
	286.56
	336.32
	269.01
	416.49

	2
	Capital Expenditure
	286.56
	182.36
	261.35
	608.32
	569.95

	3
	Less capitalisation
	-
	132.60
	328.66
	460.84
	585.16

	4
	Closing CWIP
	286.56
	336.32
	269.01
	416.49
	401.28


6.8  Gross Fixed Assets (GFA)
Petitioner’s submission

1. Based  on  the  draft  opening  balance  sheet  as  on  31  March '2015  and the projected capitalization shown below, the value for gross fixed assets have been taken to project GFA for FY 2015-16 and from FY 2016-17 to FY 2017-18.

2. The opening value of GFA for MSPCL has been increased by the above mentioned capitalization in FY 2015-16, FY 2016-17 and FY 2017-18. The total capitalization has been divided among the asset categories based on the existing proportion as per the opening asset break up. The same is tabulated here:

Table 6.10: Gross Fixed Assets projected by MSPCL 

(Rs. Crore)

	Sl. No.
	Category of the Assets
	31.03.2015
	31.03.2016
	31.03.2017
	31.03.2018

	1
	Land
	0.00
	0.00
	0.00
	0.00

	2
	Plant & Machinery
	168.78
	454.37
	854.76
	1363.36

	3
	Building
	25.24
	67.96
	127.85
	203.92

	4
	Furniture & Fittings
	0.23
	0.61
	1.14
	1.82

	5
	Computer
	0.01
	0.01
	0.03
	0.04

	6
	Office Equipments
	0.08
	0.22
	0.41
	0.66

	7
	Vehicle
	0.30
	0.82
	1.54
	2.46

	8
	TOTAL
	194.64
	523.99
	985.73
	1572.27


Commission’s Analysis:

The closing GFA furnished by the MSPCL for FY 2014-15 is not matching with the annual accounts for FY 2014-15. Based on annual accounts for FY 2014-15 the opening GFA for FY 2015-16 arrived and GFA for FY 2015-16 to FY 2017-18 are projected as detailed in table below:
Table 6.11: Gross Fixed Assets approved by the Commission for FY 2016-17 and FY 2017-18
(Rs. Crore)

	Sl.No.
	Particulars
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	1
	Opening GFA
	
	194.09
	327.23
	656.58
	1118.33

	2
	Additions during the year
	
	
	
	
	

	
	(a)CWIP capitalised
	
	132.60
	328.66
	460.84
	585.16

	
	(b)Expenses capitalised
	
	0.54
	0.69
	0.91
	1.37

	
	(c)Total capitalised (a+b)
	194.09
	133.14
	329.35
	461.75
	586.53

	3
	Closing GFA (1+2)
	194.09
	327.23
	656.58
	1118.33
	1704.86


6.9 Depreciation
Petitioner’s submission

Depreciation is charged on the basis of straight-line method, on the GFA in use at the beginning of the year and addition in assets during the financial year. The depreciation is based on the original cost of the Gross Fixed Assets.
Table 6.12: Depreciation 
(Rs. Crore)

	Sl No
	Name of
Asset
	Depreciation rate
	2015-16
Estimated
	2016-17
Projected
	2017-18
Projected

	
	
	
	Opening
	Addition
	Dep.
	Closing
	Opening
	Addition
	Dep.
	Closing
	Opening
	Addition
	Dep.
	Closing

	1
	Land
	0.00%
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	2
	Plant & Machinery
	5.28%
	168.78
	285.59
	16.45
	454.37
	454.37
	400.39
	34.56
	854.76
	854.76
	508.6
	58.56
	1363.4

	2
	Building
	3.34%
	25.24
	42.72
	1.56
	67.96
	67.96
	59.89
	3.27
	127.85
	127.85
	76.07
	5.54
	203.92

	3
	Furniture &Fittings
	6.33%
	0.23
	0.38
	0.03
	0.61
	0.61
	0.53
	0.06
	1.14
	1.14
	0.68
	0.09
	1.82

	3
	Computer
	15.00%
	0.01
	0.01
	0
	0.01
	0.01
	0.01
	0
	0.03
	0.03
	0.02
	0.01
	0.04

	4
	Office Equipments
	6.33%
	0.08
	0.14
	0.01
	0.22
	0.22
	0.19
	0.02
	0.41
	0.41
	0.25
	0.03
	0.66

	4
	Vehicle
	9.50%
	0.3
	0.52
	0.05
	0.82
	0.82
	0.72
	0.11
	1.54
	1.54
	0.92
	0.19
	2.46

	 
	Total
	 
	194.64
	329.35
	18.1
	523.99
	523.99
	461.75
	38.02
	985.73
	985.73
	586.53
	64.42
	1572.3

	 
	Percentage of assets not funded through grants
	1%
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	Depreciation to be charged
	 
	 
	0.24
	 
	 
	 
	0.51
	 
	 
	 
	0.87
	 


1 Further, as per the guidelines of Institute of Chartered Accountant of India (ICAI) which is Accounting Standard 12, depreciation should not be claimed as net expenditure for assets funded through government grants. In MSPCL, as mentioned earlier, most of the funding is through government grants, depreciation shall not be included under ARR on the assets funded through government grants. This is because MSPCL is not required to repay or recover the amount received as grants from the Government.

2 It may be noted here that the State of Manipur has been granted a special status similar to that of other North-Eastern States. Government of India provides special assistance for the development of infrastructure facilities in these States. Accordingly, the infrastructure projects of the State of Manipur, including those of MSPCL are being supported by issue of Grants through various Central Government Ministries and Agencies like NLCPR, Ministry of Development of North Eastern Region (DONER) and North Eastern Council (NEC).

3 Out of the existing capital investment schemes, only for Loktak, MSPCL is not funding the schemes through grant but through equity or loan. Last year, MSPCL had expected the World Bank projects to be funded through a small component of 10%. But after detailed discussion with all stakeholders, it has now been decided that the World Bank projects shall be undertaken directly by Government of India and the assets after completion shall be handed over to MSPCL. As such, there shall be no liability of loan for MSPCL on account of World Bank projects.

Commission’s Analysis:

As discussed in para 6.8 supra, the opening GFA for FY 2015-16 is not matching the data furnished by the MSPCL. As such, the same is recalculated as shown in table 6.11 supra. Further, the MSPCL has calculated depreciation on closing balance of GFA instead of average GFA. After considering the above the depreciation approved by the Commission is as detailed in Table below:

Table 6.13: Depreciation approved by the Commission for FY 2016-17 and FY 2017-18

(Rs. Crore)

	Sl.No.
	Particulars
	2015-16
	2016-17
	2017-18

	1
	Opening GFA
	327.23
	656.58
	1118.33

	2
	Additions during the year
	
	
	

	
	(a)CWIP capitalised
	328.66
	460.84
	585.16

	
	(b)Expenses capitalised
	0.69
	0.91
	1.37

	
	(c)Total capitalised (a+b)
	329.35
	461.75
	586.53

	3
	Closing GFA (1+2)
	656.58
	1118.33
	1704.86

	4
	Average GFA
	491.91
	887.46
	1411.60

	5
	Average rate of Depreciation
	1.60%
	1.60%
	1.60%

	6
	Total Depreciation
	7.87
	14.20
	22.59

	7
	1% of Depreciation
	0.08
	0.14
	0.23


The Commission approves depreciation at Rs. 0.14 Crore for FY 2016-17 and Rs 0.23 Crore for FY 2017-18 as against Rs. 0.51 Crore and Rs 0.87 Crore claimed by the MSPCL.

6.10 Interest and Finance Charges
Petitioner’s submission

a. Interest on Long-term/Capital Loans

The entire capital expenditure of MSPCL since its inception has been funded by the State Government through grants from Central Government Ministries and Agencies like Ministry of Power (MoP) through schemes of NEC, NLCPR, DONER or through State Plan Scheme. Therefore, the utility does not have any liabilities on account of long term loans.

As such, no interest expenses have been assumed by MSPCL for FY 2016-17 and FY 2017-18.

6.11 Interest on Working Capital
Petitioner’s submission

As per Regulation 29 of the JERC (MYT) Regulations 2014, MSPCL is entitled to claim interest on working capital as per the norms provided. The norms state that the working capital shall cover the following:

i. Operation and Maintenance expenses for one month; Plus

ii. Maintenance spares @ 1% of the historical cost escalated @ 6% per annum from the date of commercial operation; Plus

iii. Receivables equivalent to one month of transmission charges, calculated on target availability level; minus

iv. Amount if any held as security deposit except the security deposit held in the form of bank guarantee from transmission users.

The interest shall be allowed at a rate equal to the state bank advance rate (SBAR) on 1st April of the financial year in which petition is filed.
Table 6.14: Interest on Working capital projected by MSPCL for FY 2016-17 and FY 2017-18
(Rs. Lakh)

	Sl.no
	Particulars
	FY 2014-15
	FY 2015-16
	FY 2016-17
	FY 2017-18

	1
	Receivables for two months calculated on NATAF
	4.89
	5.13
	8.66
	13.97

	2
	Maintenance spares @ 15% of O&M
	4.5
	5.8
	7.99
	12.11

	3
	O&M expenses for 1 month
	2.5
	3.22
	4.44
	6.73

	4
	Total Working Capital
	11.89
	14.15
	21.1
	32.81

	5
	Rate of Interest
	14.75%
	14.75%
	14.75%
	14.75%

	6
	Interest on Working Capital
	1.75
	2.09
	3.11
	4.84


Commission’s Analysis:

Based on approved costs interest on working capital is computed at 14.75% being the SBAR as on 1.4.2015 as detailed in Table below:

Table 6.15: Interest on Working capital approved by the Commission for FY 2016-17 and FY 2017-18
 (Rs. Crore)
	Sl.No.
	Particulars
	FY 2016-17
	FY 2017-18

	
	
	Total Cost
(Rs.Cr)
	One Month
	Total Cost
(Rs.Cr)
	One Month

	1
	O&M expenses
	38.86
	3.24
	45.64
	3.80

	2
	Maintenance of Spares (1%)
	755.66
	7.55
	1280.64
	12.80

	3
	Receivables
	34.74
	2.89
	40.50
	3.37

	4
	Total working capital
	-
	13.68
	-
	19.97

	5
	Rate of interest
	-
	14.75%
	-
	14.75%

	6
	Interest on working capital
	-
	2.02
	-
	2.95


The Commission approves interest on working capital at Rs 2.02 Crore for FY 2016-17 and Rs 2.95 Crore for FY 2017-18 as against Rs. 3.11 Crore and Rs. 4.84 Crore projected by MSPCL respectively.

6.12 Return of Equity
Petitioner’s submission

As per the JERC (Terms and Conditions for Determination of Tariff) Regulations, MSPCL is entitled for a Return on Equity (RoE) of 19.38% after grossing up the tax rate of 20.01% in 15.5%. As such, the average paid up equity in FY 2016-17 and FY 2017-18 are taken as around Rs. 20.05 Crore and Rs 40.05 Crore. On average paid up equity, return on equity is claimed at the rate of 19.38% as given in table below.

Table 6.16: Return of Equity Projected by Petitioner

	Sl.No
	Loan Details
	Unit
	2014-15
Actual
	2015-16
Estimated
	2016-17
Projected
	2017-18
Projected

	1
	Average Equity
	Rs Crore
	10.05
	10.05
	20.05
	40.05

	2
	Rate of Return on Equity
	%
	15.50%
	15.50%
	15.50%
	15.50%

	4
	Return on Equity
	Rs Crore
	1.56
	1.56
	2.33
	4.66

	5
	Income Tax
	Rs Crore
	0
	0.39
	0.78
	1.55

	6
	Total
	Rs Crore
	1.56
	1.95
	3.11
	6.21


Commission’s Analysis:

As per Regulation 26 of JERC for M&M (MYT) Regulation 2014, return on equity shall be considered on the paid up equity capital. The MSPCL has stated that the paid up equity as per opening balance sheet as on 1.2.2014 is Rs. 10.05 Crore. As such the same is considered to allow return on equity at 15.5% and Income Tax allowed respectively. This is subject to true up. Thus return on equity for FY 2016-17 and FY 2017-18 is worked out as detailed in table below.

Table 6.17: Return on Equity projected by MSPCL for FY 2016-17 and FY 2017-18
	Sl.No
	Loan Details
	Unit
	2015-16
Estimated
	2016-17
Projected
	2017-18
Projected

	1
	Average Equity
	Rs Crore
	10.05
	10.05
	10.05

	2
	Rate of Return on Equity
	%
	15.50%
	15.50%
	15.50%

	4
	Return on Equity
	Rs Crore
	1.56
	1.56
	1.56

	5
	MAT rate
	%
	20.01%
	20.01%
	20.01%

	6
	MAT
	Rs Crore
	0.31
	0.31
	0.31

	7
	Grossed up by 20.01%
	Rs Crore
	0.39
	0.39
	0.39

	8
	Total (4+7)
	Rs Crore
	1.95
	1.95
	1.95


The Commission approves return on equity at Rs. 1.56 Crore for FY 2016-17 and FY 2017-18 as against Rs. 2.33 Crore and Rs. 4.66 Crore claimed by MSPCL respectively.
6.13 Income Tax

MAT on the above return on equity at 20.01% for FY 2016-17 and FY 2017-18 works out to Rs 0.39 Crore P.A.

The Commission allows MAT at Rs 0.39 Crore P.A for FY 2016-17 and FY 2017-18 as against Rs 0.78 Crore and Rs 1.55 Crore projected by MSPDCL.

6.14 Non tariff Income 

Petitioner’s submission
The non tariff income for MSPCL is mainly on account of transmission charges realized for short term power purchase or sale by the distribution licensee. These charges are paid to MSPCL for use of intra state transmission system for short term power purchase or sale on the basis of CERC regulations for Short Term Open Access 2008 and subsequent amendments thereof.

Apart from the above, small income is also earned as interest from bank accounts used for managing the account of short term open access charges

For projecting the non-tariff income for MYT period income of SLDC has been proportionately increased year on year with the ratio energy projected to be purchased or sold under bilateral transactions or trading thorough exchange as provided in Table below:

Table 6.18: Non-Tariff Income for FY 2016-17 and FY 2017-18 projected by MSPCL
(Rs. Lakh)

	Sl.No
	Particulars
	FY 14-15

Actuals
	FY 15-16

Estimates
	FY 16-17

Projected
	FY 17-18

Projected

	1
	SLDC Income 
	1.55
	7.54
	2.95
	3.09

	2
	Agency Charges
	1.60
	3.04
	3.22
	3.41

	3
	Bank Interest
	0.67
	0.71
	0.75
	0.80

	4
	Other Income
	0.18
	0.19
	0.20
	0.21

	
	Total
	4.00
	11.48
	7.13
	7.52


Commission’s Analysis:

The Commission approves Non-Tariff income at Rs.7.13 Crore for FY 2016-17 and Rs 7.52 Crore for FY 2017-18 as projected by MSPCL.
6.15 Aggregate Revenue Requirement (ARR) for FY 2016-17 and FY 2017-18

Aggregate Revenue Requirement for FY 2016-17 and FY 2017-18 are projected by the MPSCL and approved by the Commission are furnished in Table below:

Table 6.19: Aggregate revenue Requirement for FY 2016-17 and FY 2017-18

(Rs. Crore)

	Sl.No.
	Particulars
	Projected by MSPCL
	Approved by the Commission

	
	
	FY 2016-17

Projected
	FY 2017-18

Projected
	FY 2016-17

Approved
	FY 2017-18

Approved

	1
	R &M Expense
	7.68
	12.50
	4.60
	5.29

	2
	Employee Expense
	42.38
	64.89
	31.95
	38.34

	3
	A&G Expense
	3.22
	3.38
	3.22
	3.38

	4
	Depreciation 
	0.51
	0.87
	0.38
	0.65

	5
	Interest on Loans
	0.00
	0.00
	0.00
	0.00

	6
	Return on Capital Employed
	2.33
	4.66
	1.56
	1.56

	7
	Interest on working capital
	3.11
	4.84
	2.02
	2.95

	8
	Income Tax
	0.78
	1.55
	0.39
	0.39

	9
	Less: Non Tariff Income
	7.13
	7.52
	7.13
	7.52

	10
	Less: Income from other business
	0.00
	0.00
	0.00
	0.00

	11
	Less: Expenses Capitalized
	0.91
	1.37
	0.91
	1.37

	12
	Total
	51.98
	83.80
	36.08
	43.67


The Commission approves ARR of MSPCL for FY 2016-17 at Rs 36.08 Crore and for FY 2017-18 Rs 43.67 Crore as against Rs 51.98 Crore and Rs 83.80 Crore projected by MSPCL.

6.16 Transmission Tariff
Petitioner’s submission

Norms of Operation
1. Target availability: As per JERC MYT regulations' 2014, the target availability proposed for FY 2016-17, FY 2017-18 and FY 2018-19 for MSPCL is 98%. It is proposed that transmission ARR shall be recovered on pro-rata basis if target availability is below 98%.

2. Transmission loss: MSPCL would like to submit that currently all the input and output points of transmission system are not metered and all the out-going 11 kV feeders as well as incoming 132 kV lines in the state are not metered. As such, the transmission losses in the system cannot be measured for MSPCL at this point of time. MSPCL is making all efforts to complete the metering of all Import and Export points by the end this Financial Year. IT has placed the purchase order for procurement of 132 and 33kV meters.
However, in the absence of any base level of losses, the Commission had approved intra-state transmission loss of 3.6% on estimated basis. MSPCL requests the Commission to approve the transmission loss form next year for the tariff of FY 2017-18 onwards.

Recovery of transmission ARR and transmission tariff proposal for FY 2016-17
1. The total ARR for the FY 2016-17 is proposed to be Rs. 51.98 Crore. As per JERC (Multi Year Tariff) Regulations, 2014, the transmission ARR should be recovered as fixed monthly charges from all users of long term transmission customer based on the share of average contracted transmission capacity in the total transmission capacity. Also, in case the target availability is below normative availability of 98%, then the transmission ARR shall be recovered on pro-rata basis.

2. Currently, MSPCL has only one long term transmission customer which is the distribution licensee i.e., MSPDCL. AS such, MSPCL has to recover the entire transmission ARR as fixed monthly charges from MSPDCL.

The transmission charges projected by MSPCL and approved by the Commission based on approved costs are furnished in the table below:

Table 6.20: Transmission Tariff approved by the Commission for FY 2016-17 

	Sl.No
	Particulars
	Unit
	Projected by MSPCL
	Approved by Commission

	1
	Transmission ARR to be recovered (if availability is equal or more than normative availability)
	Rs. Crore
	51.98
	36.08

	2
	Transmission Tariff as Rs./ Month
	Rs. Crore
	4.33
	3.00

	3
	Transmission Capacity
	MW
	218.22
	218.22

	4
	Transmission Tariff Rs/ MW/Month
	Rs.Lakh
	1.98
	1.65

	5
	Transmission Tariff Rs/ MW/Day
	Rs.
	
	5511

	6
	Transmission tariff at PLF 80%
	Rs/kWh
	
	0.24


7. Directives

Directive 1: 

MSPCL was directed to prepare separate annual accounts such as balance sheet, profit and loss account and relevant schedules and statements, every year for regulatory purpose and submit to the Commission duly got them audited

Compliance Status

After the restructuring, the two Companies MSPCL and MSPDCL have been incorporated and started functioning separately from February 2014.  The separate account statement for FY 2013-14 for both the entities have been prepared and submitted to the Commission. MSPCL has also completed the compilation of account statements for FY 2014-15 and has attached the same with this petition.

Comment of the Commission

Balance sheet for transmission function for FY 2014-15 is submitted. As such the directive is fully complied with.

Directive 2: 

Maintenance of asset and depreciation registers

Compliance Status

The asset register for MSPCL has been finalised and submitted to Commission based on the transfer scheme notified by the Government of Manipur.

Comment of the Commission

This directive is fully complied with.

Directive 3: 

MSPCL should ensure timely completion of projects and schemes.
Compliance Status

MSPCL endeavours to complete in time but got delayed due to force majeure conditions like strikes, law and order, untimely monsoons, transportation bottlenecks etc. In spite of all this MSPCL is trying hard to ensure timely completion of projects and schemes. In the current FY 2015-16, MSPCL has been able to complete a number of projects and has been able to capitalize around Rs.330 Crore of assets, the details of which are provided in this petition.

Comment of the Commission

Even after proposed capitalisation of Rs 329.35 Cr during FY 2015-16 still the balance CWIP is Rs 401.07 Cr. Progress on completion of works should be geared up.
Directive 4: 

Heavy fuel based power plant at Leimakhong which is stated to be made available for standby generation may be operated during peak hours to minimize load shedding. The department is therefore directed to generate 20 MU from the plant during peak hours
Compliance Status

MSPCL would like to submit that the approved budget for the purchase of heavy fuel for the LHFPP is very meagre, timely approval for purchase of furnace oil is not there and the operational cost is about Rs. 16 per unit. As such, in spite of the best efforts of MSPCL, the plant is made operational only on special occasions.


Comment of the Commission

The MSPCL may examine the feasibility of writing off the plant and utilise the staff elsewhere for better output.

Directive 5: 

MSPCL should ensure timely completion of projects and schemes

Compliance Status

MSPCL endeavours to complete in time but got delayed due to force majeure conditions like strikes, law and order, untimely monsoons, transportation bottlenecks etc. In spite of all this MSPCL is trying hard to ensure timely completion of projects and schemes. In the current FY 2015-16, MSPCL has been able to complete a number of projects and has been able to capitalize around Rs.330 Crore of assets, the details of which are provided in this petition.

Comment of the Commission

Efforts to complete the projects shall continue.

Directive 6: 

Annual investment plan shall be submitted to the Commission and necessary approval of Commission shall be obtained for all major capital works costing Rs. 5 Crore or more, before execution of the works.

Compliance Status

The annual investment plan is being submitted every year with the ARR and Tariff Petition to the Hon'ble Commission. In the present petition for FY 2016-17 to FY 2017-18, MSPCL is submitting the annual investment plan of FY 2016-17 to FY 2017-18 to the Commission. All the major capital investment schemes are being undertaken by MSPCL with the prior approval of State Government and as per the approved schemes of State Government and Central Government. Most of capital investment schemes are being funded entirely by grants from the State Government and as such are not recovered through tariff from consumers.

Comment of the Commission

Separate proposals shall be submitted for approval of Commission for the investment costing Rs 5crore and above.

Directive 7: 

Concerned Transmission and Distribution companies are directed to comply all those directives issued in tariff Order 2012-13 which are not fully complied with within the time frame.

Compliance Status

All the directives are complied appropriately by MSPCL and submitted to the Commission.

Comment of the Commission

This is noted.

Fresh Directives
Directive 8: 

Metering arrangements for loss assessment

Transmission losses are not arrived based on proper meter readings. It is reported that metering arrangement is not complete. Losses are estimated and reported at 3.6%.

Losses at different voltages shall be arrived from meter readings taken at different input points. Meters of appropriate class shall be provided.

MSPCL is in charge of network of 33 kV and above voltages. Meters shall be provided at sending end and receiving end of all feeders of 33 kV and above voltages. From the meter readings losses at different voltages 33 kV and above voltages and total system losses shall be arrived and provided for the next Tariff Order for FY 2016-17. Quarterly reports shall be furnished to the Commission on progress of providing meters.

Compliance Status:

MSPCL is in the process of providing meters for appropriate class and accuracy at all its input and export points, which shall enable accurate calculation of voltage wise transmission losses. The scheme of providing meters at 132 kV and 33 kV has been incorporated in the capital investment plan submitted above. However, MSPCL requests the Commission to provide more time i.e. till FY 2018-19 to complete all metering as per scheme.

Comment of the Commission

Time sought by the MSPCL up to FY 2018-19 is too long. Providing meters to 132kV and 33kV and 11kV feeders was already included in investment plan. This should be completed on priority within FY 2016-17 and complete the energy audit by FY 2017-18. Quarterly progress of the work done shall be submitted to the Commission w.e.f June, 2016.
Directive 9:

Improvement of 33 kV system.
As verified from capital investment plan, huge amount is contemplated for improvement of 33 kV systems. The MSPCL is directed to plan for completion of all works well within the targeted dates. Quarterly report on progress achievement may be submitted.

Compliance Status:

MSPCL endeavours to complete in time but got delayed due to force majeure conditions like strikes, law and order, untimely monsoons, transportation bottlenecks etc. In spite of all this MSPCL is trying hard to ensure timely completion of projects and schemes. In the current FY 2015-16, MSPCL has been able to complete a number of projects and has been able to capitalize around Rs.330 Crore of assets, the details of which are provided in this petition.

Comment of the Commission

Quarterly progress achieved may be reported to the Commission.

Directive 10:

Submission of next ARR & Tariff Petition under MYT.

The MSPCL is directed to submit the next ARR & Tariff Petition under MYT for the period FY 2016-17 to FY 2017-18 along with APR for FY 2015-16 within the stipulated time.

Compliance Status:

The directive is complied with.

Comments of the Commission:

In view of submission of MYT petition for control period FY 2016-17 and FY 2017-18 the directive is fully complied with.
New Directives

Directive 11: Furnishing of cost benefit analysis of proposed 400/132 kV sub-station at Thoubal.
The MSPCL is directed to submit cost benefit analysis and other aspects that may have bearing on the transmission charges in respect of proposed 400/132 kV sub-station at Thoubal along with details of number of days, configuration and location of grid sub-stations, sub-station capacity (MVA), transmission line length (CK) showing the need for the proposed investments alternatives considered. The MSPCL is also directed to submit detailed capital investment plan, financial plan for each year of the control period for meeting requirement of load growth, improvement of quality of supply and reliability etc. to the Commission for approval. 
Directive 12: Outsourcing of O&M of sub-stations and lines.
The MSPCL is directed to examine the feasibility of outsourcing the O&M of sub-stations and lines as is being adapted by most of the electricity utilities across the country in order to reduce the employee cost. A detailed report be submitted by 30.09.2016.
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Dated Aizawl, the 1st March ,2016
MINUTES OF THE 16TH MEETING OF THE STATE ADVISORY COMMITTEE OF MANIPUR

Venue          : The Hotel Classic, Regency Hall, Imphal

Date & Time :  18th February 2016, 11:00 AM
The Chairman of the committee, Mr. R.K. Kishore Singh and Chairperson of the Joint Commission for Manipur & Mizoram chaired the meeting. The list of members and participants attending the meeting is appended.


After welcoming the members and the invitees, the Chairperson initiated the agenda wise discussion as below:

Agenda No.1.     Confirmation on the Minutes of the 15th Meeting of the SAC, 

      Manipur held on 19th February, 2015. 

Requesting the members to their views and comments on the minutes of the 15th SAC and after obtaining nods from the members, the minutes was declared confirmed.

Agenda No. 2.   Determination of Retail Tariff for MSPDCL and Transmission Tariff for MSPCL, Manipur.

The Chairman informed the committee members that the main agenda for the meeting was to obtain the views and comments on the above agenda. With the permission of the chair, the General Manager, Electrical Circle – II (MSPDCL), outlined the Tariff Petition that JERC had issued a new tariff regulations i.e. Multi Year Tariff (MYT) Regulations in June 2014 and as per the JERC MYT Regulations, 2014 and in accordance with the latest directives of JERC, MSPDCL is required to file separate MYT petitions for the period of FY 2016-17 to FY 2018-19 which includes 

· the Annual Performance Review of FY 2015-16 and 

· the Tariff Determination for FY 2016-17 

· the The projections for FY 2016-17 to FY 2018-19 are based on the actual data of FY 2014-15, FY 2015-16 (half year) and the estimations and plans for the future years and the reason why the Corporation requires to submit the petition. He also added that with more power to be procured from outside, Manipur will be getting a regular supply of power. He also stated that MSPDCL has proposed 10% tariff hike for FY 2016-17, the proposed total ARR of MSPDCL (including ARR of MSPCL) is INR 585.08 Cr. The ARR of MSPCL of INR 51.98 Cr is proposed to be entirely recovered from MSPDCL as fixed monthly charges. Hence, ARR of MSPCL is covered within the ARR of MSPDCL. After proposed tariff hike of around 10%, the net gap is coming at around INR 262.62 cr which is proposed to be recovered as subsidy support from Government of Manipur. The subsidy support is increasing on account of increased quantum of power purchase and supply. 


Further, GM EC-II, MSPDCL has stated that in the tariff proposal of FY 16-17, MSPDCL has proposed for changes in tariff.

· Allowing a permitted load of 0.25 kW for Kutir Jyoti/BPL consumers as per RGGVY guidelines. If the load exceeds the permitted limit, the consumer shall be converted to domestic category.

· Also, the limit for monthly consumption for billing under Kutir Jyoi consumers has been proposed to be fixed at 15 units/month. If the consumption exceeds the limit, the additional units shall be billed under the domestic category.

· Increasing the energy charge of small categories to Rs. 4.30 per unit from Rs. 3.05 per unit (similar to commercial category)

· Reducing the rebate offered to prepaid consumers from 2% to 1%.

Mr. Irengbam Arun, Sr. Journalist stated that tariff proposed in JERC which was notified by MSPDCL, the public notice published in the news papers was only in English, instead of that it should be in Manipuri language also in different dates so as to reach all the consumers of the state. 

In the reply, GM Electrical Circle-II of MSPDCL has stated that public notice was published in four different local news papers dailies in Manipuri & English in two different dates like 13th & 14th Jan, 2016.

In continuation, Mr. Irengbam Arun & Mr. Elangbam Dorendro, Advisor Manipur Power Consumer’s Association stated that no doubt availability of power to consumer has increased but still MSPDCL needs to improve their services much and that they need to attend complaints of the consumers promptly. He concluded that he is not against the hike in Tariff but with the condition that the Corporation should give regular power supply to all consumers and urgently rectify the complaints of the consumers. Interacting to this issue, Er. N. Sarat Singh, Managing Director, MSPCL stated that the loss of the revenue is mostly from the commercial side and that there is not much technical loss in the main holding company with the co-operation from the public and installation of prepaid meters, he hoped that this commercial loss also will be plugged soon. Expecting with a better power supply and with this, they agreed to the proposed tariff hike.
Agenda No. 3.  Progress of various works in Manipur under Manipur State Power Distribution Company Ltd. and Manipur State Power Company Ltd.

On 100% Metering of Consumers: MSPDCL had plans for providing (i) single phase & three phase Pre-Paid energy meters for consumers in greater Imphal areas and in thirteen towns in the valley and (ii) for providing one lakh single phase I-port electronic energy meter for consumers outside town areas of the valley and in district headquarters and towns of all hills districts under state plan.

But with the experience of the impact of Pre-Paid metering already taken up in Greater Imphal areas in improving revenue collection and economical &efficient use of energy, MSPDCL under advice from Government has planned and taken up Pre-Paid metering scheme of consumers which will cover whole Valley districts  and district head quarters and towns under all hill districts. Work is already in progress. In order to reduce the high distribution loss prevailing in the State at present the MSPDCL is taking up a plan for Pre-Paid metering covering all households in the four districts of Imphal East, Imphal west, Thoubal and Bishnupur under R-APDRP Part-B, and State Plan. Further, all hill district (headquarters and towns) will also be covered by Pre-Paid metering under State Plan-2. The above scheme envisages Pre-Paid metering of existing consumers as well as regularisation of un-authorised connections on payment of an instalment of Rs. 200/- only for Pre-Paid activation; no extra cost will be involved to facilitate speedy implementation of the scheme. Other works to be covered under the scheme includes replacement of AAC by AB cables and replacement of wooden/bamboo poles and damaged MS -poles by new MS-poles. Work is already in progress. Under State Plan -2, 1st phase, it has been planned to cover areas under 704 distribution transformers under four districts i.e. Imphal East, Imphal West, Thoubal and Bishnupur. Forty four sub-contractors have been empanelled to execute the work within target date of May 2016. Action is already initiated for replacement of AAC by AB cables and damage MS - pole or wooden poles by new MS-poles  under areas of 44 distribution transformers under 18 Sub-Divisions of 6 Divisions; i.e. Thoubal, Bishnupur, IED-I, IED-II, IED-III & IED-IV. 

Further, Mr. Irengbam Arun stated that wheather MSPCL will be taking up any generation plan in a short time. Mr. N Sarat Singh, MD, MSPCL replies that at present power can be purchased in a very low rate from CPSUs whereas installation of new generating station will cost a bit high as compared to the CPSUs. As such the possibility of starting new generating stations in Manipur is on far cry. Further, Mr. N Sarat Singh also added that the power availability was restricted as there was only single circuit 132 kV line coming from Kohima to Imphal. At present a double circuit 400 kV line is being erected by PGCIL from Silchar to Imphal which can carry upto 1000 MW through which power can be carried from CPSUs. Existing 400 kV line is charged at 132 kV and he states that the state is drawing only 160 MW from EHT line. Further an enquiry was made by Mr. E, Dolendro Singh, why a 400 kV line is being charged at 132 kV. MD, MSPCL clarified that if the load drawn on the consumer side is less than 300 MW, there is a tendency to shoot up the tramission voltage more than 5% due to the capacitance effect resulting the available voltage in the consumers end going up the permissible limit, hence burning of electrical equipments. 

The Committee recommends the tariff hike based on thorough examination of the Tariff Petitions of MSPDCL and  MSPCL for FY 16 – 17.

The Meeting ends at 1 :45 Pm with a vote of thanks from the Chair.

Sd /- R.K. KISHORE SINGH

Chairperson

Memo No. H.11019/26/13-JERC
:
Dated Aizawl, the 1st March,2016

Copy to:

1.  Secretary to Hon’ble Chief Minister, i/c Electricity Department, Gov’t of Manipur for kind information to the Hon’ble Chief Minister.


2.  Secretary, P&E Department, Gov’t of Manipur for kind information to the Secretary and for taking necessary action on the Minutes of the Meeting.


3.
All Members / Invitees of the State Advisory Committee for kind information and for taking necessary action on the Minutes of the Meeting.


4.
Guard File. 
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TARIFF ORDER





MULTI YEAR AGGREGATE REVENUE REQUIREMENT FOR CONTROL PERIOD FY 2016-17 TO FY 2017-18 AND TARIFF FOR  FY 2016-17





FOR





MANIPUR STATE POWER COMPANY LIMITED





Petition (ARR & Tariff) No. 2 of 2015











29 FEBRUARY 2016
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