BUDGETING PROCESS

Procedures in Tamil Nadu Generation and Distribution Corporation Ltd

Budget of the TANGEDCO comprises the following major
heads/Accounts.
Revenue Receipts
Revenue Expenditures
Capital Receipts
Capital Expenditures

i Ao

Debt and Deposits

I. REVENUE RECEIPTS:

It consists of Revenue from Sale of power, Miscellaneous Revenue
Subsidy from Government in the form of Tariff compensation for free /
concessional rate of supply of power to various category of consumers. The
Revenue from sale of power is arrived at by multiplying the power/energy
available for sale with the average rate of realization expected to be realized

during the projected period.

While estimating the rate of realization for the budgeted period the
proposed revision of tariff, if any, will also be taken into account. The category
wise sale of power is worked out according to the power consumed by various

categories of consumer and the increase in number of services estimated.

2, MISCELLANEOUS REVENUE:

The miscellaneous revenue includes
Interest on Loans and advances to Staff
Interest on advance payment to contractors/suppliers,
Interest on Investments

Belated payment of surcharge collected from the consumers



Income from trading i.e., sale of scrap etc,
It is estimated based on the actuals of the previous year, receipts during
the part of the current year. One of the major element is Rebate on prompt payment

of power purchase bills, as per Power Purchase Agreement (PPA)

3. Tariff Subsidy From Government Of Tamil Nadu:

The Government of Tamil Nadu provides tariff Subsidy for free supply of
electricity to HUT, Agriculture, concessional rate of supply to domestic, public
worships, power looms, handlooms, etc for the year in their Budget estimates. The
amount so provided by the Government of Tamil Nadu will be taken as Subsidy
receipts for the year in the TANGEDCO .

II. REVENUE EXPENSES:
It consists of the following broad heads of accounts.
Fuel cost
Power purchase
Repairs and maintenance
Establishment and Admn. Expenses
Depreciation
Interest on Loans from Institutions
Other Debits
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A. The Fuel cost is worked out, based on the Gross Thermal / Gas
Generation of the Power stations. The Gross Thermal / Gas Generation for the
budget periods will be estimated by the SE/L.D.G.O based on the Generation
programme. While finalising the Generation programme of Thermal Stations the
capital overhaul, normal overhaul to be taken up in the thermal stations, the
Power load Factor to be maintained at the Thermal stations during the budget
period will also be taken into consideration.

The total quantity of coal required will be arrived by multiplying the
specific consumption of coal i.e the quantity of coal to be consumed for

generation one unit (Kwhr) of power with the total forecast generation of



thermal station. The specific consumption of coal may vary between the
thermal stations depending upon the quality of coal to be consumed. Total
quantity of coal in lakhs of tones so arrived will be multiplied by the rate of coal
including shipping, railway freight, handling charges as furnished by Director of

coal and the cost of fuel charge is arrived at.

The increase in the rate, in respect of Railway Freight, Shipping
Freight and Handling charges are also to be taken into account. The oil and gas
cost for the generation of power is also worked out based on the above method.
Certain reasonable percentage of increase is adopted for cost escalation in the

coal, oil and gas rate to determine the for next year.

B. As the TANGEDCO is not able to met its demand with its own
generation, it is purchasing power from central Generating Stations like N.L.C.,
N.T.P.C., MAPS., N.P.C., from other States, Private wind mills, co-generators,
captive generators and also from independent power producers like GMR,
Madurai power, PPN Power, LANCO, etc., The Transmission charges for
transmitting power purchased from CGSs, traders, exchanges will also be form

part of power purchase expenses.

The quantity of power to be purchased will be forecasted by the
L.D. Centre / Planning wing is taken into account and the rate of power purchase
as per power purchase agreement (PPA) is adopted for arriving at the cost of
power purchase. The revision of rate of power purchase based on agreement

rate, if any, is also taken into account.

C. The proposals that are furnished by the circles and head-
quarters offices for repairs and maintenance, establishment charges and
administrative and general expenses will be scrutinized with reference to actual
and increase / decrease in expenditure wherever necessary restriction & control
are imposed according to the nature of transactions. The half yearly increase in

the rate of D.A. bonus and salary are made according to orders in force.

D. Interest on Institutional creditors are worked out according to
the interest payment schedules prepared for each loan and necessary provisions

made. Since there are many financial institutions rendering loans to



TANGEDCO, the interest commitments are varying based on the tenure, nature

of loan - short term / long term, interest rate, etc.

Provisions are also made for interest on consumer security Deposit,

interest on G.P.F., etc. on the closing balance at the end of the previous year.

e. The provision for depreciation is made based on the previous

years with due addition in respect of addition in the assets account.

f. In respect of other debits, the proposals received from circles are
scrutinized, the reasonableness and reality lies are analysed and provision are

made.
III. CAPITAL EXPENDITURE:
It consists of the following category of expenditure
1.Generation: Hydel
Thermal
Gas
2. Renovation and Modernization : Hydro & Thermal
3. Transmission and Distribution
4. Rural Electrification (plan)

a. Rural Electrification

b. Contribution by Agriculturists
c. Street Light(state fund)

d. Hut electrification

5. Survey, Investigation, Training and Research.
TOTAL PLAN OUTLAY
TOTAL CAPITAL EXPENDITURE

The Capital outlays are finalized after the discussion with concerned
unit heads and Capital Investment Plan is prepared for follow up. The physical

targets for Distribution works are finalized by the Superintending Engineer /



Rural Electrification and improvement (distribution) and for Transmission works

by Chief Engineer/Transmission.

The provision approved for transmission and distribution works
allocated to Distribution circles based on the physical targets fixed like Pump
sets Electrification, H.T., L.T., Service connections. Hut electrifications, Street
Light connections etc., and for Transmission circles based on the targets fixed by
the CE/Transmission. The scheme wise budget proposals on each major
category shall be discussed in detail along with justification. The investments in
capital expenditure have to be meticulously made in view of its huge quantum
and long term contribution to the organization. The schemes that yield more
revenue and which are inevitable either for efficiency improvement or for

optimizing the cost.
IV. CAPITAL RECEIPTS:

The financial resources required for the implementation of the
policy/achievement of the plan schemes are mobilized through the following

resources:

1. Equity share capital assistance from Government of Tamil Nadu
2. Subvention and Grant from Government
3. Borrowing :

Open market Loan

Life Insurance Corporation

R.E.C./ R.E.C. Bank

POWER FINANCE CORPORATION (P.F.C.)
T.N.P.F.C.,

Commercial Banks., etc.,

4 Debt and Deposits received from Consumers., G.P.F., contributions received
from consumers, Staff loan recovery, etc.,
The Debt and Deposits includes Funds, Loans and Advances,

Deposits, Development charges contribution by the Agriculturists, etc., The



proposals received from the circles were scrutinized and finalized. The net
receipts under this head is taken as Internal resources of the Board and utilized

for implementation of its plan expenditure.
V. OVERALL SURPLUS / GAP
The overall resources surplus / gap is arrived at as follows:

Revenue Receipts

Revenue Expenses

Revenue Gap / surplus (1-2)
Capital receipts

Capital Expenditures

Capital gap / surplus (4-5)
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Resources Gap / surplus (3 + 6).
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Rajeey Ranjan, LAS,, The Supenntending Enginear,
Chairman cum Managing Director,

144, Anna Salay,

Chennai-600 D02.

Lr.Na.CFC/FC/DFC/Bud/AG/F.cost contral/D. 94! /2012 dt 12.05.2012

Sub: TANGEDCO - Persisting financial crigis in 2012-13 -
Budgetary control Exercise - Guidaiines issued - Reg |

BN

The TANGEDCD s facing enormous difficulty in managing
financial operations with the huge accumulated losses and alsu with
srmanageshile deots gutstanding at the previous year ¢nd, The TANGEDCO
has fited a comprehensive Tarlff Revision Petition with Hon'ble TNERE, due to
higher negative internal generation of  funds  from  operations. Tho
Commission issked (he revised Tanff Orcer No.l dated 30.02.2012 and [he
sarme was implemented from 142012

However, the estimated budget deficit for the current yeal
2U012-13 15 Rs4312.04 crores, even after Ltaking into account the revised
Taritl elffected and expected commissicning of new capacity addition
projects. In this juncture, (1t s completely necessary for strict adherence ol
Budgetary control measures without affecting the normal functioning of the
Board.

e
Budgetalty Control :

The budgel proposals for the year 2012-13 submitted by all the
budgetary heads have been critically reviewed and many non-pricritized
srhemes were deleted while allotling the prowvision. The budgetary units were
advised to exercise ‘stricl budgetary control thiough oot heir functional
action. Periodically budgetary guidelines were issued for strict follow up and
adhersence at the drole level



FOWERLNE TAMILNADL'S PROGRESS Continued shest

1 arder to effectively implement budgetary cantrol measuras in
the current financial yvear, the fallowing instructions are reiteratod)

1. The availability of budget provision needs to be strictly ensured
at all the stages of procurement of materials / taking up of
works., The aclivities wviz,, initlating estimates / indents,
sanctioning of schemes, inwitation of tenders, admission of

budget provisian,

2. The need for the procurement of materials / execution of Lhe
work should be re-examined and gvailability of budget grovision
alone s not the authorization for the procurement of materials /
execution of works. [t shall be the absolute reguirecment faor
carrying on regular aperations of the entity, Procuremoent /
works which can be deferred should nat be takenup now, which
leading to accumulation of inventory: Excess Inventoery leads Lo
lpss of nterest o the Board on the borrowed capital, besides
carrying cost,

3. The financial crisis prevailing in TANGEDRCO has to be sensitized
Lo all level officers, so as Lo prioritize the schemes,; based on the
essentiality and to avaid engading in redundant scheémes.

4, The schemes taken up without adequale budget provision shall
not be permilled and no schemes could be taken without
budaet provision. If any such deviation is found, respansibility

i Will be fixed on the budgetary unit head anly.

5. The budget provision for TANGEDCO has been approved by the

+ Board and any variation from thal approval has to be permitted
by the Board of TANGEDCO only. Thus, interchanging of budget
pravision / deviation from approved schemes and  also
interchanging of budget between the drces will not be
permitted.



FOIWERTHEG TAMILNADUS [
PROGRESS |, Continued sheet

6. Budget provision is only for the approved schemes and not for
circle/office and the unit_head has no diseretionary powers Lo
interchange the budget provision among various schemes. The
warks that has not been contemplated / envisaged during the
budget approval should again be sent with due justification far
approval by the competent authority. In other words, prior
aporoval shall beé oblained for new schemes which have not
been approved 0 budget.

7. There shall be proper internal conlrel mechanism to closely
maniter the expenses at every level of execution. The register
indented for watching the patteérn of expenditure in line with
approved budget provisions shall be maintained anc reviewed
periodically by the budgetary unit heacs.

8. The schemes hawe to be clearly segregated into Repairs &
Maintenance and Capital expenditure, which has vital Impact in
seeking tariff revision with Hon'ble TNERC. While reviewing the
statement of accounts, Audit slips, budget proposals, Fund
indent, MIS returns, etc, furnished by the cirdes, it is learnt
that there s lack of application of accounting procedures.
Suitable arrangements: may have te be made to account Lhe
capital expenditure and Repairs & maintenance from the initial
stage of proposals.

9. In the Tariff Order No.l dated 30.03.2012, the Haon'ble
3 TNERC has directed as

Direction No. 11.14 : “The amount approved for
R&M expenses should not be diverted for any other
purpose.”

While submitting the fund reguirements; this aspect af
proper demarcation between CAPEX and R&M expenses shall be
meticulously considerad,



POWERING TAMILNADAIT FROGRESS . Continued sheet

0. The fund allotment will be made only for the approved
schemes, as  the borrowing programme  and  resource
mobllization are being carried out purely based on the approved
schemes. Any deviation in outflow of funds than programmed
will severely jeopardize the financial management.

In order to have proper internal control on the fow ol
expenditure in ling with spproved schemes { works, the officers
concerned may be advised to maintain appropriate records to apprise
review ol expenses on monthly basis. [t is alsg instrucled to ensure
that the gquarterly review repart is furnished to the Headquarters
within the dug date. This will facilitate adequate systermnatic review at

the circle itself,
CMD / mw&lmigﬁlﬂ'b

Copy o the Director / Finance / TANGEDCO
Copy to the Director / Generation / TANGEDCO
Copy to the Director / Distribution / TANGEDCD
Copy to all the Chiel Engineers / TANGEDCO.
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