| HYDEL
S0 BULLET

e - e 'R el - 0 Jeewiee 08 H
o, B Bl o T e il e G B e A

Elecoriciby Aot Amendment:
Opporournities B Consequences

R T e e e L Py Y R S
ey PeiE ey, Py e e LR, PR o]
i irrarms del upds ©E eSOy fe dl arn A el ew 4
sk el e FaepraTe plar pgasbegp sdesad e

et ol el sl ren eeeewallr e podeeies” This sla |

ofperiers el Ol e e pcs s e paEoRES Ity [EE R
i TEE el e s & b phibeashes B i 0
Frakndmpilrmiidees herearliv didinl-Irrfadmes e

prepls

The pmrrr-domomts v v S0t b by prepesid 5 el 0y B TETRALY
Flerbass ek inrleoiy s o iemled ey s
lwammimibmrermwnia b ercbhorgreligirapds Ereremsm
i e e o ke prieciples s pedom g wi i e sy
plEribaien sreerls as 2 regmbied Edvine, The praposed
decm el ey okl b Ry ol K By e i el
armraarpr Dol il Lald (vl = Jd e wed ol =il
id e emer Iy i SApoaeuir Livercss wihe o gl jewr
pericl Ewpoecring ihe fopempride Comendedoms. e indgting
s n Pl e e e o el etk ppley e
gt R R o el Dl s Pl w0 b il i
gk lrabyr:. Vensrm e A ar prsd 2 amaer
armsadshe od Freepearscr i s ewbeg ol de ST
Comrardedowms: v hw diea g e s arad o oo,

[ TRy |







HELHL LRt )

KSEB Engi TA iati
oncesearrs2ois-t9 | HYDEL BULLET

ASSOCIATION . . -
. (A Monthly Publication of the KSEB Engineers’ Association)
Prestdent Vol - 6 Issue - 10 October 2018
r.N.T. Job

Vice-Presidents W
Er. C.P. George (S)

Er. P. Jaya Krishnan (N)

General Secretary > Editorial

Er. Sunil K

Treasurer > @rdcondcalms]

Er. Santhosh E Y
ONSVHN)AD alil.ag)o.©)
Organising Secretaries Er ag)(lé’ sl.e=06n]
Er. Nishanth B (S)
Er. Shine Sebastian (N) > Electricity Act Amendement

Secretaries

Er. M. Muhammad Rafi (HQ)
Er. Anilkumar G (S) >
Er. Sajithkumar M (N)

Er. N.M. Shamim
BENEVOLENT FUND I

» No. 53261 ag)oemod)so -

Proposals Er. C.P. George

Artificial Intelligence

Chairman
Er. Sajeev K @T@elgﬂg@ aloavemId
Vice Chairman Er. @).a)av. ol a3ad
Er. RajiJ.S
Secretary > ue0omiled Mel @R U3enoooe
Er. Mujeeb A K. LGOI
Treasurer Er. &d». 00lwoad
Er. Pradeep S.V
Joint Secretaries > 80) GPGAGILHM S)@ WOl

Er. Arun Kumar V.K (South)
Er. Varsha Mohan (North) Er. aD.0go mavld

> Interim Order by KSERC

Chief Editor regarding KFON project
Er. P. Muraly

(oo ailaleamo)

Associate Editors
Er. Sreekumar. P.K
Er. Anoop Vijayan
Er. Sree Lakshmi.L

Ex. Officio Members

Er. G. Shaj Kumar
Er. M. Muhammad Rafi




§08 HYDEL BULLET

The separation of carrier and content
may be considered as transition of the
electricity industry from Service Sector to
Commodity sector. Electricity Act 2003
considered electricity as a commodity and
mandates that the electricity transaction
need to be done generally in commercial
principles The Availability Based Tariff
(ABT system) become more sensible with
the utilisation of better technology in the
time-stamped measurement of the
parameters in electricity and integration
of shorter time blocks in its quantity
measurement. As such, the separation of
service and commodity involved in
electricity business is a natural and
imminent evolution in the sector and we
are of the opinion that instead of resisting
the changes in evolution of the sector in
tune with the technology and time, we
may explore opportunities and initiate
appropriate steps to ensure that the
imminent changes are smooth and less
painful.

The amendment proposals have been
given special focus in ensuring the 24 x 7
supply to all consumers and protecting the
right of the consumers. The open access
has been made easier, the cross subsidy is
limited to 20% of the average cost of
supply and then to zero with a time frame,
subsidy shall be through Direct Benefit
Transfer and the ombudsman has been
provided with the authority to take
appeal on Section 126. The accountability
of the licensee in ensuring standard of
performance is ensured with stringent
punishments and compensations. Though
the proposals are meant for ensuring the
efficiency of the utilities and the sector, the

same proposals can be disruptive and
counter productive unless the utilities, gov-
ernments and regulatory commissions
work as a team with enough wisdom in
implementing the proposals to ensure the
objectives.

The mode of selection of the
Chairperson and Members of the state
regulatory Commissions have been made
more impartial by proposing a permanent
selection Committee with chairpersons of
CEA & amp; CERC as members and
Chaired by a serving Supreme Court
Judge. The proposals to encourage
Renewable Energy are in tune with the
NITI Aayog vision of the clean energy and
the energy security for the nation. The
proposals for encouraging Hydro
generations and the possibility of
considering all hydro generation in par
with the RES shall provide great benefits
to the state and KSEBL. The hydro
generation beyond RPO level may be
another source of income in future
through REC certificates. There is enough
focus on Smart Grid, Grid Security,
Communication System &amp; energy
audit in the amendment proposals and
communication technology has been
considered as an integral part of smart grid

The correctness of the time in
adopting the change is of great relevance
and the state government has been rightly
empowered with the freedom to decide the
time and conditions of “transfer scheme”.
Again, indefinite delay in implementing
the changes shall make things complicated
and the very existence of the utility maybe
endangered. The proposed carrier -
content separation shall be smooth only if
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we ensure the fundamentals in the
network infrastructure and the metering
infrastructure with appropriate standards
and quality. Any lapse and delay in
ensuring these fundamentals shall make
the changes more painful and adverse.
The proposed changes are part of the
natural evolution of the sector in par with
time & amp; technology and there is no
point in resisting the changes. It is for the
individuals, the organisation and the state

government to act with wisdom to take
hold of the advantages in the proposed
amendments. Right decisions at right time
shall ensure better opportunities and less
pain with respect to the consequences in
the changes. Right decision warrants
proper dialogue and discussions with the
stake holders and we call for the wisdom
of the management to initiate appropriate
dialogues without further delay.

*
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Electricity Act Amendment Proposals:
Carrier & Content Separation —
The Sector Perspective.

A Working Group on Power was con-
stituted by the Planning Commission on
the 4th March 2011 for the purpose of de-
velopment of power sector. The said
Group, after consultation with various
stakeholders, recommended for amend-
ments in the said Act. Based on its rec-
ommendations and experience gained
during the years, it was felt that there is a
need to review and amend some of the
provisions keeping in view the overall
objectives of the said Act to bring in fur-
ther competition and efficiency in the dis-
tribution sector by giving choice to the
consumers, promotion of renewable en-
ergy, maintenance of grid security, ration-
alisation of tariff determination and
strengthening of the Regulatory Commis-
sions

The amendments to the said Act
have been proposed to segregate the car-
riage (distribution sector/network) from
the content (electricity supply business)
in the power sector by introducing multi-
ple supply licensees in the content based
on market principles and continuing with
the carriage (distribution network) as a
regulated activity.

The proposed amendments also pro-
vide for recovery of revenue by licensees
without any revenue gap, timely filing of
tariff petitions by utilities and disposal of
the same by the Appropriate Commission
within a specified time period. Empow-
ering the Appropriate Commissions for
initiating suo-motu proceedings for deter-
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Er.C. P. George
Deputy Chief Engineer

mination of tariff in case the utility or gen-
erating companies do not file their peti-
tions in time is a proposal in right direc-
tion. Moreover, many proposals are meant
to improve accountability and transpar-
ency in the working of the Appropriate
Commissions without affecting their func-
tional autonomy. The mode of selection of
the Chairperson and Members of the state
regulatory Commissions have been made
more impartial by proposing a permanent
Selection Committee chaired by a serving
supreme court judge. Some other impor-
tant amendment proposals are meant for
the promotion of Renewable Energy, smart
Grid and addressing the grid security is-
sues.

As such, the important proposals are
classified as under

1. Carrier - Content Separation

2. 24x7 supply and ensuring consumer
rights.

3. Tariff reforms & financial viability
(Nil revenue gap) for the licensees

4. More transparent, independent and
accountable Regulatory mechanism

5. Promotion of Renewable Energy &
Hydro

6. Smart Grid, Communication systems,
Energy Audit & Grid security issues

7. Changes in Government role & Other
proposals



In this article, I may evaluate the
philosophy and consequences of the
proposed carrier-content separation.

Carrier - Content Separation:
Distribution & Supply

Relevant proposals

® Section-2(70 & 70A): Supply &
Supply licensee is defined

® Section-3©: separation of distribution

and supply functions is defined as an
objective of Policy & Plan

® Section-12 & 14: System of Licensing
for Supply of Electricity.

) Distribution licensee is deemed
license till the transfer scheme is
implemented in the area of the
distribution licensee

® Thereafter in the manner as
stipulated in the transfer scheme from
the date of implementation of the
transfer scheme

® may grant a licence to two or more
persons for undertaking supply of
electricity within the same area of
supply

® o distribution licensee, after
implementation of the Transfer
Scheme shall not engage in trading
or supply of electricity

® a supply licensee shall not require a
licence to undertake trading in
electricity

® Section-42(4) & 131A(a): The State
Government shall implement transfer
scheme, and vest any property,
interest in property, rights and
liabilities connected with, and
personnel involved in supply of
electricity of such Distribution
Utility to a Supply Licensee.

® Section-42(5) & 131A(b): Upon the
vesting of the supply of electricity in

HELHL LRt )

another company, the duty of the
Distribution licensee shall be
restricted to distribution and the
distribution licensee shall cease to
undertake supply of electricity.

® The functions of the intermediary
company shall be as prescribed by
Gol.

The philosophy of Carrier - Content
separation.

The separation of carrier and content may
be considered as transition of the
electricity industry from Service Sector to
Commodity sector. Electricity Act 2003
considered electricity as a commodity and
mandates that the electricity transaction
need to be done generally in commercial
principles. The quality and reliability of
electricity as a commodity is very much
depends on the quality of the network.
Conventionally electricity was considered
as a service due to this complexity of
inseparability with respect to various
parameters associated with carrier and
content. But the requirement of easy, fast
and definite settlement of electricity
transactions under commercial principles
lead to the natural handling of electricity
as a commodity. But the system remains
complex with the carrier restricting and
deciding the transactions and the market
forces. With the availability of better
technology in electrical measurement,
now it is possible to have correct
measurement of various parameters with
“time stamp” associated with electricity.
The Availability Based Tariff (ABT system)
become more sensible with the utilisation
of better technology in the time-stamped
measurement of the parameters and
integration of shorter time blocks in
quantity measurement. As such, the
separation of service and commodity
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involved in electricity business is a
natural and imminent evolution in the
sector and no point in resisting the
changes for evolution of the sector in tune
with technology and time. The only issue
is the correctness of the time in adopting
the philosophy and the management of
adverse consequences and pains.

Evaluation of Consequences:

There can be more than one supply
licensee in each area and a supply
licensee under Gol licensed by CERC
is also possible. As the public sector
companies like PGCL and NTPC
already have subsidiary trading
companies, the transition from
trading company to Supply company
is easy.

The time and conditions of “transfer
scheme” shall be specified by the State
Government. But an indefinite
postponement of the transfer scheme
can make things complicated. The
possibility of entry of new supply
licensee cannot be ruled out. More
over other provisions in the
proposals shall make the healthy
existence of the “combined

distribution and supply licensee”
difficult.

The fundamental pre-requisite for
carrier- content separation is the
availability of correct metering
infrastructure to ensure real time
accounting of the energy at various
stages and voltage levels in the
transmission & distribution system.

Correct accounting of losses at
different voltage levels and real time
Energy audit at specific intervals is
necessary for correct measurement of
energy delivered by the supply
licensee to the consumer.

Asset segregation and functional
separation of accounts between
generation, transmission and
distribution functions along with
physically and clearly demarcated
interfacing  points  between
transmission and distribution is the
need of the hour.

The quality of the electricity is very
much depending on the quality of the
network. A quality network shall be
maintained by the distribution
licensee only if it is commercially
viable. Hence, two-part tariff system
with annual fixed charges in tune
with the system of transmission
tariff; based on investment cost,
depreciation, O & M cost and
employee cost shall be necessary for
distribution licensee. The variable
charge based on quantity of
electricity supplied shall be charges
for the supply licensee.

Supply interruptions due to various
reasons including natural calamity
may lead to dispute between
distribution and supply licensee
consequent to the revenue loss to
supply licensee.

Stringent enforcement and
monitoring of the “standard of
performance” from the regulator is a
prerequisite to ensure smooth
function of the mechanism.

The quality of the electricity is very
much depending on the quality of the
network and this may lead to the
dispute between supply license and
distribution licensee. The role of the
regulator shall be more complex in
such situations.

As per the proposal, the distribution
licensee is responsible to maintain a
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Artificial Inte(ligence

Human Vs Machine - Making Machines think

The Phrase ' AI ' is being seen every
where, whether it be Rocket Technology
or down to kitchen utinsils, house hold
devices etc.

And common man is also searching
for “Al’ enabled devices like mobiles, gad-
gets, refregerators or washing machine.
But most of them are not understanding
what is 'AI' ? Al or Artificial Intelligence
is not a new term to those in academic
world.

But for consumer/commercial world,
it is not that much new, but the devices
with Al for common man is now also not
available easily in market. But sure, it is
going to be time for Al in all general sphere
of life.

As we all know, what differentiates
human beings from other animals, is the
parameter which we identify as a

Er. N.M. Shamim
Assistant Executive Engineer

intelligence. Intelligence can further be

broken down into the following

components for our broad understanding.

1. Learning new concepts/subject

2. Reasoning capability to analyse data/
information and arrive at
conclusions.

3. Perceiving - come to an opinion or
belief/identify means of senses

4. Understanding of languages - skill of
learning/understanding different
languages.

5. Feeling - Ability to see/hear/smell/
identify feel of touch.

If all or some of the above can be
performed by a machine or computer,
then the result would be what we can all
as " Artificial Intelligence". In other words

4

correct meter. The non-maintenance
of the correct meter by the
distribution licensee shall be
adversely affect the business of the
supply licensee. Thus, the
distribution licensee shall be
accountable for delay in replacing
faulty meters.

As such, the proposed carrier -
content separation shall be smooth only
if we ensure the fundamentals in the
network infrastructure and the metering
infrastructure with appropriate standards
and quality. Any lapse and delay in

ensuring these fundamentals shall make
the change painful for many.

Conclusion.

The proposed changes are part of the
natural evolution of the sector in tune
with time & technology and no point in
resisting the change. It for the
individuals, the organisation and the
government to act with wisdom to take
hold of the advantages in the proposed
amendments and ensure less pain with
respect to the consequences of the change.

*
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it is the simulation of Human intelligence

for :

® Visual perception

® Speech recognition

® Decision making

® Translation between languages

This is made possible because of the

following converging factors.

1. As exponential increase in the
availability of digital data.

2. The tremendous force of computing
power with high performing chips.

3. The brilliance of algorithms.

History

It was in 1950 that a scientist by name
Alan Turing first postulated about the
possibility of creating machines with
intelligence. However, it was in 1956 that
John MC Carthy and team organized
serious deliberations on this new field and
the new field was called "Artificial
Intelligence".

One of the first Artificial Intelligence
based film is " The Terminator', which
attracted huge audience and showed war
between machines & humans. Computer
beat the reigning world chess champion
Garry Kasparov. This meant that
computers could perform the art of
playing chess diligently.

The current developments in Al are
centered in North America (US), China
and Europe. Among the three, China has
got maximum advantage.

Current Applications of Al

1. Storing and logistics intelligent
shopping guide and assistant.

2. Intelligent cars, public transportation

& delivery, industrial applications etc.
3. Intelligent monitoring security robots.
4. Intelligent evaluation, personalized

study coach, children’s companion.

12

5. Health diagnosis and monitoring
intelligent medical equipment.

6. Al mobile phone assistants, voice
input, household robot butters and
companions.

7. Al investent advisor, Al customer
service security monitoring finance
monitoring.

Al predictions for the Future

We are definitely going to see

considerable developments in the field of

Artifical Intelligence in many areas of our

day - today lives.

1. Industrial Robots
Finance
Medicine
Military applications
Smart cars

6. Business Planning
Threats to Society

Any new evolving technology carries
its burden of pitfalls and threats. The first
and most important is whether this can
fall into wrong hands and be used for mass
destruction and against humans them-
selves. Artificial Intelligence by itself may
not be able to act any different from what
they are programmed to do and there is a
lacking of emotions.

Stephen Hawking, the world famous
scientist has sumed up " while science is
pouring itself into advancing Artificial
Intelligence what are we doing to advance
our spiritual intelligence " ? He admitted
that Al had the potential to undo damage
done to the natural world or eradicate
poverty and disease with every aspect of
society being transformed. According to
him, " Success in creating effective Al
could be the biggest event in the history of
our civilization or the worst. We just don't
know".

Ref. Management Next

G LN
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G. Ramdas

Former Technical member of KSEB
Funeral was at Santhi Kavadam, Thycaud,
Thiruvananthapuram

Er. Sunnykutty Mathew
Assistant Executive Engineer

We offer our deepest and most sincere =3

condolences to these members
May their souls rest in peace...

ENERGY QUIZ - 2018

KSEB Engineers’ Association conducted statewide Online quiz
competition for the Engineering college students. The
competition is named after the former President of India, Dr.
A.P.J Abdul Kalam. Top scorers of each district is selected for
the finals. The final event will be conducted as a regular Quiz
program during the second week of November 2018.

For further details and preliminary round results please
visit our website. www.ksebea.in
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WEBINAR

KSEBEA CEEBA is planning to conduct series
of technical talks with the intention to refresh its
members and Engineers on relevant subjects. The
mode of delivery will be as webinars, recorded
classes and contact classes. First of its kind is in
webinar mode. We are bringing experts in the
area as resource persons. Expecting your whole
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We are conducting a design competition
for Engineers logo Sticker

Invites creative designs from our members.
Special prizes will be there for the winners.

All are requested to participate in the
contest for making a logo for power
engineers and send the designed logo
sticker to ksebea@gmail.com at the earliest
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has issued the following interim order regarding KFON project.

E Association in the public hearing, the honourable KSERC

HELHL LRt )

Based on the argument presented by KSEB Engineers’

KERALA STATE ELECTRICITY REGULATORY COMMISSION

Present

THIRUVANANTHAPURAM
Shri. Preman Dinaraj, Chairman
Shri. K.Vikraman Nair, Member
Shri. S. Venugopal, Member

O.P. No.10/2018

In the matter of : Utilization of KSEBL Assets by a Joint Venture Company

Petitioner

named as KFON project (Kerala Fibre Optic Network
project) in contradiction with the provisions in the
Electricity Act 2003 and its Subordinate Regulations.
1. Premji Easaw Jacob

Mavelil, TC 13/2149(5), Prabha Lane,

Mulavana, Vanchiyoor Post,

Thiruvananthapuram, 695035
2. Jonas Derek

TC 32/846, Vettukadu

Thiruvananthapuram, 695021

Respondent : M/s. Kerala State Electricity Board Limited

Interim Order dated 04.10.2018

1. Sri. Premji Easaw Jacob and Sri. Jonas Derek, both the pensioners of KSEB Ltd
(hereinafter referred to as the petitioners) filed a petition on 31.05.2018
before the Commission, with following prayers:

(1)
(2)
(3)

(4)
(5)

(6)

To freeze all the activities towards formation of the |V company with

optical fibre network through KSEBL supports

Not to permit KSEBL to do other business in conflict with Section 41

& 51 of Electricity Act 2003.

Not to permit KSEBL to join in the proposed |V company as a partner.

Not to permit KSEBL to hand over any of its assets to the JV company.

Not to spare any of its employees earning salary from KSEBL to the works of the
JV company unless they are properly deputed for the job through relevant
procedures

Do not permit dual ownership of the KSEBL assets with the |V company in KSEBL's
EHT Substations & Transmission lines considering safety & security issues as it
comes under protected area notification.
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(7) Do not permit any other agency to operate OPGW network without explicit
concurrence from SRLDC & NLDC

(8)  To permit continuation of conditional leasing of dark fibres by KSEBL which is
presently ordered to be stopped for facilitating formation of JV company.

The summary of the issues raised by the petitioners are given below:

Government of Kerala (GoK) proposed to constitute a company for the

establishment and operation of optical fibre network for providing internet

connectivity to the public and to the Government offices, utilizing the substation

infrastructure, the transmission line and distribution network of KSEBL. A Joint

Venture company (JV) named as Kerala Fibre Optic Network (KFON) is proposed

to be constituted for implementing the project.

(2) The petitioners contended that there will be serious safety and security threats, if

KFON is permitted to use the transmission and distribution infrastructure of KSEBL.
The fibre optic communication system of KSEBL is mostly optical ground wire
(OPGW) and the maintenance of the OPGW can only be done by KSEBL due to
safety and security reasons as specified by relevant Regulations. Moreover
transmission and distribution system are continuously getting upgraded with
respect to voltage level and current level which requires frequent dismantling and
erection works through the same Right of Way (RoW). A dual ownership of assets
over the same lead to conflict of interest between KSEBL and the communication
company.

(3) At present KSEBL has been getting revenues by renting out its distribution poles,

OPGW network etc. The details are given below.

(i) Rs 65 Crores annually from cable TV operators for drawing their cables over
distribution poles of KSEBL.

(i) Rs 3 Crores by leasing out excess fibres as OPGW.

(iif) KSEBL also decided to draw 3600 km of OPGW under reliable communication
project under PSDF schemes funded by Gol. Once this project is completed
KSEBL will get additional income of Rs 21 Crores per annum.

Once the Joint Venture Company is formed, KSEBL will lose the above
revenues.

The State Government vide the order G.O. (Ms) No.10/2017/ITD dated 18.05.2017

accorded administrative sanction of Rs. 1028.2 Crore for KFON’s project. The

Government also designated Kerala State Information Technology Infrastructure

Limited (KSITIL) as the implementing agency for the project and also specified

therein that the KFON project will establish new optic fibre pathway created in

parallel to KSEBL electric power network.

In the meeting conducted by Chief Secretary on 14.09.2017, it is recommended

that KSEBL will be investing in KFON to the extent of the pole rentals, RoW charges,

fibre hire charges and any other usage charges which are likely to be considered
with respect to using the transmission and distribution infrastructure of KSEBL.

In view of this, 50% share of the SPV will be issued to the KSEBL. It is also decided

that KSITIL and KSEBL can form a 50:50 joint venture company with equal share

holding. The 50% share of KSEBL will be as ‘quid pro quo’ for sharing its assets



(i)

(ii)

(iv)
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and resources as mentioned above. The committee also recommended that KSEBL
shall not lease/ extent ROW along its transmission and distribution infrastructure
and shall renew any lease/permission only with the explicit approval of the core
committee/ restructured KSITIL. The State Government has accordedk in principle
approval for the joint venture (JV) company.

KSEB Ltd vide the order BO (DB) No. 276/2018 dated 29.01.2018, has accorded
in principle approval for the formation of K-FON Joint Venture
Company subject to the approval of KSERC and subject to the conditions specified
therein.

In the meanwhile, KSEB Ltd (hereinafter referred to as the respondent) on
10.07.2018, has formally intimated the Commission as per the Section 41 and 51
of the Electricity Act, 2003 the following regarding the KFON project using the
transmission and distribution assets of KSEB Ltd.

GoK vide the GO dated 18.05.2017 has accorded Administrative Sanction (AS) to
lay fiber optic network throughout Kerala and provide cost effective internet
connection to 30000 Government offices and educational institutions and free
internet access to 20 lakh BPL families, with a total cost of Rs 1028.00 crore. This
network will be created in parallel to KSEBL electric network. The Government
has designated KSITIL as the implementing agency of the project.

GoK vide the G.O dated 13.10.2017 has given in principle approval for the
formation of a JV company with KSITIL, KSEB Ltd and GoK on an equity
participation in the ratio of 49:49:2 for implementation of the project.

Board of Directors of KSEB Ltd vide the order dated 29.01.2018 has accorded in
principle approval, subject to the approval of KSERC and subject to the conditions
specified therein.

The initial authorized and paid up capital of the SPV is Rs 1,00,00,000/- (Rupees
one crore). Any further equity requirement shall be met by KSITIL and contribution
of KSEBL shall be in kind in lieu of the value already brought in by KSEB Ltd. The
value considered for the same includes RoW, the OPGW fibers provided under
transmission network etc. 30% of the project cost will be contributed to the SPV in
the form of grant from Government.

Assets of the KSEB Ltd proposed to be utilized for KFON

Network Type Infrastructure Route km Total km
Backbone (OPGW + [ 66kV & Above (OPGW) 4884 8306
ADSS)

33kV Poles (ADSS) 1500
HT/LT Distribution 1922

poles (ADSS)

Last Mile Network LT/HT Distribution
(ADSS) Poles 43867 43867

(vi)

KSEB Ltd also placed a copy of the draft Joint Venture Agreement to
the Commission for intimation.
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(vii)

The likely benefits of the KSEB Ltd by way of implementing the project,
as reported by KSEBL is extracted below,

Benefits to KSEBL

34

The cost benefit analysis of the KFON project is detailed in the Detailed Project Report.
The monetary benefits cannot be assessed at this stage. However, the impact of KFON
project on KSEBL'’s revenue is envisaged such that the losses, if any, are limited to the
initial capital investment.

KSEBL will hold 49% of the share at any point and KSEBL’s cash contribution will be
limited to the initial capital (Rs.49,00,000/-). The assistance, various rights to use and
goods & services, provided by KSEBL on free of cost basis or at discounted rates to
KFON will be considered while issuing shares to KSEBL for consideration other than

cash. Additional cost incurred, if any, on account of additional fiber being laid, will also
be treated as contribution of KSEBL to KFON as equity participation.

With evolution of technology like smart grids, smart meters, IoT etc, the data
communication requirements of KSEBL in the distribution segment is expected to increase
manifold in near future. The earmarking of 4 fiber cores in the ADSS cable to be laid out
by KFON in the distribution network for free use of KSEBL and the provision for intranet
connectivity to the KSEBL offices is expected to cater to this requirement.

Being an equity holder KSEBL is entitled to profit share by way of dividend. The assets
laid for expanding the fibre network will be vested with KSEBL. KSEBL will also be
given 4 fibres in the distribution network and intranet connectivity will be provided to
its offices free of cost. Hence dependence on service providers for KSEBL’s IT services

will be reduced. Pole rentals, rental for space provided and power charges for PoPs will
be paid by KFON to KSEBL. For last mile distribution routes not covered by KFON,
KSEBL will continue to collect CTV rentals from operators using KSEBL poles at
prevailing rates and terms and conditions. Salary of KSEBL's personnel deputed to KFON

will be paid by them.

Even though KSEBL will have to forego revenue by not renewing the existing fiber lease
contracts in transmission (presently Rs.3.87 Crore Per annum), the benefits accruing
from implementation of KFON project will compensate for the same. It is noted that
existing pole rental contracts in distribution are phased out only in routes where the
KFONY/ISP proposes to draw ADSS cables, for which KFON will in turn be liable to pay
the pole rentals at the same rates.

The Commission admitted the petition filed by Sri. Premji Easaw Jacob and Sri.
Jonas Derek as OP No. 10/2018 and listed for hearing on 18.09.2018. The
Commission also considered the intimation of KSEB Ltd as per the Electricity Act,
2003, regarding the utilization of the assets by of the joint venture company KFON.
During the hearing, the first petitioner Sri. Premji Easaw Jacob presented the
following;:

(i) Proposed utilization of KSEB Ltd assets by a JV company is in contravention
of the Electricity Act 2003.
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(ii) The primary objective of KSEB Ltd is to provide quality electric supply to all
consumers in the state of Kerala. It is not wise to indulge in another business
when the primary objective is not yet achieved.

(iii)There is some conspiracy in forming such a company, in the pretext for
reduction of tariff by utilizing assets of the licensee

(iv) KSEB Ltd may require high bandwidth in future for its own
communication and protection.

(v) Usage of dark fibres by others may threaten the protection system and cyber
security of KSEB Ltd. There is no need to form another company, but KSEB
Ltd itself may rent out the dark fibres

(vi)The LT lines are already under safety threat due to heavy cable of TV
network through the poles.

6. Sri. Jonas Derek, the co- petitioner submitted as follows:

(i) Formation of Joint Venture Company is against Electricity Act 2003.

(ii) If JV goes into loss, there is every possibility that the lenders will freeze the
KSEB Ltd assets and there is every chance that KFONE will fail

(iif) Communication infrastructure is already in place in the state of Kerala and
also that even companies like Reliance, amalgamated company of Airtel and
Vodafone etc are not performing well.

(iv) Second proviso to Section 51 of Electricity Act 2003 stipulates that;

Provided further that the distribution licensee shall maintain separate accounts for each

such business undertaking to ensure that distribution business neither subsidises in any

way such business undertaking nor encumbers its distribution assets in any way to support
such business.

Therefore, the Commission may ensure that the operation of the company may

not encumber the distribution assets due to formation of the company.

7. During the hearing, Sri C P George, representing K S E B Engineers Association

(herein after referred to as the KSEBEA) submitted as follows;

(i) The basic objective of the Electricity Act-2003 is to distance the Government
from the functioning of the electricity distribution companies. The present
intention of the Government is to intervene and use the distribution assets
created by KSEB Ltd using the public money for information and technology
business, which is totally outside the purview of the EA-2003.

(ii) Regulatory approval is mandatory for the utilization of the assets of KSEB Ltd
for other purposes.

(iii) The JV company is proposed to utilize the communication potential of the
fiber laid down by KSEB Ltd for integrated grid operation, grid control and
protection applications. A dual ownership of the assets over shall lead to conflict
of interest between KSEB Ltd and the communication company.

(iv)  As the KFON is a JV with 50% share of KSEBL, if the company is on loss, the
loan liability also come on assets of KSEBL also.
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(v)

(i)

(ii)

Establishing any communication network using the assets of the power system

must be in compliance with the rules and Regulations in power sector and

requires approvals from the authorities concerned, duly appraising the technical,

security and safety issues.

The proposal to form a separate JV communication company KFON is in conflict

with CERC (Communication system for Inter State Transmission of Electricity)

Regulations, 2017.

Hence Mr. C. P. George requested that,

To freeze all the activities towards formation of the JV company

with optical fibre network through KSEBL supports

Not to allow KSEBL to do other business in conflict with Section 41 & 51 of

Electricity Act 2003.

Not to allow KSEBL as a partner in the proposed JV Company.

Not to allow handing over of any of the assets of KSEBL to the JV Company.

Not to allow sparing of any of its employees earning salary from KSEBL, to the

works of the JV company, unless they are properly deputed for the job through

relevant procedures.

Not to permit dual ownership of the KSEBL assets with the JV Company in

KSEBL’s EHT Substations & Transmission lines considering safety & security

issues as it comes under protected area notification

Ensure compliance of appropriate standards and procedures specified by CEA,

SRLDC, NLDC, SERC & CERC in installation, operation and maintenance of

OPGW/OFC cable network installed along the ROW of LT/HT/EHT lines and

the power sector installations.

Rathish Kumar, on behalf of The Kerala HT & EHT Industrial Electricity

Consumers’ Association requested for time upto the end of this month to file

their comments.

During the hearing, Sri. Bipin Sankar, Deputy Chief Engineer and Sri. K.G.P.

Nampoothiri presented the arguments on behalf of the respondent KSEB Ltd

and submitted that the petition is not maintainable due to the following reasons:
The instant petition is not filed as per any of the provisions of the Electricity Act
2003 and KSERC Conduct of Business Regulations 2003. In view of this the
petition is not maintainable.
The prayers raised by the petitioner are not matters on which a course of action
can be initiated by the Hon. Commission as per the existing legal provisions.
Alternately, the petitioner has not pointed out any legal provisions that can be
called in to facilitate any of the prayers made in this petition as per existing
provisions of the Act and regulations in force. The petitioner has no locus
standi and therefore the petition may be rejected.

(iii)  As per Sections 41 and 51 of the Electricity Act 2003, transmission and



HELHL LRt )

distribution licensees are allowed to conduct “other businesses” for optimum
utilisation of its assets. In compliance with the Sections 41 and 51 of the
Electricity Act 2003, KSEBL has submitted prior intimation to the Hon'ble
Commission regarding the formation of KFON Joint Venture Company vide
letter dated 10.07.2018.

(iv) ~ KSEBL has made requisite conditions in the Joint Venture Agreement to
ensure that its participation in the proposed KFON project is in compliance
with the relevant provisions under Sections 41 and 51 of the Electricity Act,
2003 and Regulations 8 (Distribution Licensees) & Regulation 7 (Transmission
Licensees) -'Other Activities of the Licensee” under Kerala State Electricity
Regulatory Commission (Licensing) Regulations, 2006.

(v) KERALA FIBER OPTIC NETWORK LIMITED, was incorporated under the
Companies Act, 2013, on the Sixth day of September 2018.

(vi)  No asset of KSEBL is being handed over to KFON or is encumbered in any
manner for availing loans or servicing debts of KFON. The major source of
income for KFON is expected to accrue from the lease of dark fiber.

(vii)  Operations of KSEBL’s communication networks will be carried out by KSEBL
itself. KFON is only allowed to utilise excess capacity available in OPGW in

transmission lines and to draw optic fibres along distribution poles and
establishing Point of Presence (PoP) in substations without any impediment

to KSEBLs operations.

(viii)  KFON has to pay pole rental at existing rates to KSEBL and hence there is no
loss of revenue in pole rentals due to formation of KFON. The present internet
charges incurred by KSEBL is nearly 15 Crore.

(ix) ~ KSEBL will depute the required manpower to the Joint Venture Company’s
Operations wing only on terms of deputation prevailing in KSEB Ltd. The
salary of the deputed personal will be met by KFON.

(x) There is no provision in the prevailing regulations empowering the Hon'ble
Commission to issue directions to a licensee (KSEBL) to continue its ‘Other
Business’.

Analysis & Decision

10.

The Commission examined the subject matter as per the provisions of the
Electricity Act 2003, and Regulations framed there under. The provisions in
the Electricity Act 2003 and the Regulations notified by the Commission
regarding the utilization of assets of KSEB Ltd in transmission and distribution
business for other business are extracted below:

(1) Section 41 of Electricity Act 2003 provides for other business of
transmission licensees :
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“Section 41. (Other business of transmission licensee):

A transmission licensee may, with prior intimation to the Appropriate Commission ,
engage in any business for optimum utilisation of its assets: Provided that a proportion
of the revenues derived from such business shall, as may be specified by the Appropriate
Commission, be utilised for reducing its charges for transmission and wheeling:
Provided further that the transmission licensee shall maintain separate accounts for
each such business undertaking to ensure that transmission business neither subsidises
in any way such business undertaking nor encumbers its transmission assets in any way
to support such business:

Provided also that no transmission licensee shall enter into any contract or otherwise
engage in the business of trading in electricity.”

As above, KSEBL as a STU/transmission licensee, with the prior intimation of
this Commission, can engage in any business for optimum utilization of its assets,
provided, the proportion of revenue derived from such business shall be utilized
for reducing the transmission and wheeling charges.

Section 51 of Electricity Act 2003 provides that other business of distribution
licensees:.

“Section 51. (Other businesses of distribution licensees):

A distribution licensee may, with prior intimation to the Appropriate Commission, engage
in any other business for optimum utilisation of its assets:

Provided that a proportion of the revenues derived from such business shall, as may be
specified by the concerned State Commission, be utilised for reducing its charges for
wheeling :

Provided further that the distribution licensee shall maintain separate accounts for each
such business undertaking to ensure that distribution business neither subsidises in any
way such business undertaking nor encumbers its distribution assets in any way to
support such business.

Provided also that nothing contained in this section shall apply to a local authority
engaged, before the commencement of this Act, in the business of distribution of
electricity.”

As above, KSEBL as the distribution licensee can engage in other business for
optimum utilization of its assets, provided, a proportion of the revenue derived
from such business shall be utilized for reducing its charges for wheeling.

The Regulation 6 of the KSERC (Conditions of License for Existing Distribution
Licensees) Regulations, 2006. (hereinafter referred as Licensing Regulation), also
specify the other activities of the distribution licensee which is extracted below.
Other Activities of the Licensee.-(1) The Licensee with prior intimation to the
Commission may engage in any other business, only so long as such activity is likely to
result in the optimum utilization of the assets and infrastructure comprising the
distribution system and subject to the following conditions:

provided the distribution business and the conduct thereof by the Licensee is not prejudiced
and / or adversely affected in any manner;




(b)
(c)

(d)
(2)

(3)

(a)
(b)
(c)

11.

12.
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provided that a proportion of the revenues derived from such business shall, as may be
specified by the Commission, be utilized for reducing the wheeling charges of the Licensee;
provided further that the Licensee shall maintain separate accounts for each such business
to ensure that distribution business neither subsidizes in any way such business
undertaking nor encumbers its distribution assets in any way to support such business.
the Licensee shall always comply with such guidelines that the Commission may specify
in this regard.

The Licensee shall seek the approval of the Commission before contracting any loans to,
or issuing any guarantee for any obligation of any person, where the same is either
beyond the permissible limits imposed by the statutes, or cannot be construed as being
an exception and/or exemption under the statutes. Loans to employees pursuant to their
terms of service and advances to suppliers in the ordinary course of business are excluded
from the requirement to seek such approval.

The Licensee may authorize any person to carry out any of the functions that the Licensee
is authorized to conduct or carry out under the Act and this licence. Provided always
that:

any such person shall operate under the overall supervision and control of the Licensee
and upon the terms and conditions of this licence; and

the Licensee shall have, prior to delegating any function inform the Commission of such
action.

the Licensee shall also be responsible for all actions of such person.

As above the Section 41 and 51 of the Electricity Act 2003 and Regulation 6
of the Licensing Regulations, KSEB Ltd as the STU/transmission licensee,
distribution licensee can engage in other business for optimum utilization of its
assets, with the prior intimation to this Commission. Further, the revenue earned
from the other business shall be used for reducing the wheeling charges. Further,
the Regulations-6 of the licensing Regulations stipulate that, the licensee shall
ensure that, the distribution business neither subsidise in any way such other
business nor encumbers its distribution assets in any way to support such business.
KSEB Ltd is the State Transmission Licensee and the incumbent distribution
licensee of the State. All the assets of KSEB Ltd was created with public money,
and its cost are recovered from the consumers through tariff in the form of
transmission charges, wheeling charges or retail tariff. As extracted above, the
Section 41 and Section 51 of the Electricity Act, 2003 permits the KSEB Ltd as the
STU and Distribution licensee, to do for other business for optimum utilization of
its assets with “prior intimation” to the Commission, and the revenue earned from
such other business shall be used for the reduction of the transmission charges,
wheeling charges and retail tariff. So the objective of the Section 41 and 51 of the
Electricity Act. 2003 is very clear.
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The Commission also noted that, KSEB Ltd has been engaging in other business
by renting out it distribution poles to the cable TV operators, and leasing out excess
tibers of OPGW net works etc. The annual revenue earned through these activities
during the last three years is given below.

Year Distribution Lease rent Total
pole rent from OPGW cables
(Rs.Cx) (Rs.Cr) (Rs.Cr)
2015-16 36.55 3.31 39.86
2016-17 33.74 3.67 37.41
2017-18 36.72 3.87 40.59
KSEB Ltd has been accounting the pole rentals as part of its non-tariff income

and while approving the annual revenue requirement, the Commission also

has been recognizing this.

The Commission also noted that, the Government orders dated 18.05.2017 and
13.10.2017, envisages to use the transmission and distribution network of KSEB
Ltd for the K-FON project. It is not clear from the documents submitted before the
Commission that, existing revenue earned by KSEB Ltd shall be ensured from the
K-FON project.

The Commission has noted that, the petitioners are the pensioners of KSEB Ltd
and as such stakeholders of it. Thus the petitioners had every right to raise such
issues before this Commission, since it may affect the financials of the licensee.
During the deliberations of the subject petition on 18.09.2018, the Commission
has directed the representative of the KSEB Ltd to clarify the following;:

The details of assets of KSEB Ltd proposed to be used by a JV company, namely K-
FON. Whether as per the provisions of the Electricity Act, 2003, this is permissible?
What is the revenue earned during the last 10 years * through renting out the
distribution poles and leasing out spare optical fibers?

How, KSEB Ltd can ensure the pole rentals and lease rents from the JV company.
Whether the proposed JV communication company got approval and license from
TRAL

How, as per the provisions of the EA-2003, the assets created/ regulated as per
the provisions of the EA-2003 can be used for an entirely different purpose. Please
clarify.

Whether, as per the provisions of the Electricity Act-2003, the State Government
can issue the directions as per its orders (1)G.O (Ms) No. 10/2017/ITD dated
18.05.2017 and (2) G.O (Ms) No. 22/2017/ITD dated 13.10.2017. Please clarify
with supporting documents.

Whether the transmission assets and distribution assets created with the grant
from Central Government including PSDF fund, R-APDRP/ IPDS can be allowed
to be used for other business by a JV company?

How the safety and security aspects of the assets of KSEB Ltd, which is intended
and created for the sole purpose of electricity business can be ensured?

The equity of KSEB Ltd in the JV company is less than 50% only. Hence, how
KSEB Ltd can ensure the interest of KSEB Ltd and its electricity consumers, when
its assets being permitted to use by the JV company.
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(10) How, the JV company can ensure the financial viability, since most of the existing

communication companies are under severe financial and liquidity problems.

(11) KSEB Ltd is bound to function as per the safety and security standards specified

by the CEA, CERC, KSERC and other statutory authorities. How, KSEB Ltd can
ensure the safety and security aspects of the assets permitted to use by the JV
company for its use?

(12) Whether there will be any duplication of efforts as compared to NOFN/Bharat

18.

19.

Net project of Central Govt.

However, the representatives of the KSEB Ltd could not clarify the above aspects.
KSEB Ltd submitted that, they are also totally dark on the JV company named K-
FON. As per the latest information, a JV company was incorporated on 6th
September 2018 and KSEB Ltd shall submit a copies of the MoA, AoA, and other
relevant documents within one month. KSEB Ltd further submitted that the final
status and model of the company is on the discussion stage and it will revert to
provide full details to the Commission.

The Commission further states that, though the Section 41 and Section-51 of the
Electricity Act-2003 envisages only prior intimation when the KSEB Ltd engaged
in other business by utilizing its transmission and distribution assets, as per the
same sections, the Commission has to ensure that, such other business is by
‘optimum utilisation” of its assets and it will not create any additional liability to
the KSEB Ltd and its electricity consumers and also the safety and security threats
of the electricity business. Hence, the KSEB Ltd has to submit a proper petition as
per the KSERC (Conduct of Business) Regulations, 2003 and its amendments,
read along with the provisions of the KSERC (Conditions of License for Existing
Distribution Licensee) Regulations, 2006 and as per the provisions of the Electricity
Act-2003. The Commission may grant permission for other business, if such business
results in optimum utilization of the transmission and distribution assets and
ultimately it lead to reduction of transmission charges, wheeling charges and retail
tariff. The Commission cannot grant permission for other business without
necessary and sufficient details as above.

Order of the Commission

20.

Based on documents and other details placed before the Commission by the

petitioners, and the respondent KSEB Ltd, the Commission here by orders that,

KSEB Ltd within one month from the date of the order shall,

(1) Submit detailed clarifications with supporting documents on the issues raised
by the Commission under paragraph 17 above.

(2) KSEB Ltd shall seek permission by submitting a proper petition for other
business by optimum utilization of its transmission and distribution assets

with necessary supporting documents and documentary evidences.

Sd/- Sd/- Sd/-
K.Vikraman Nair S.Venugopal Preman Dinaraj
Member Member Chairman

Approved for issue
K B Santhosh Kumar (Secretary)

1
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