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A CHAMBER OF INDUSTRIAL & COMMERCIAL UNDERTAK
CICU ObjEEtiDn ND. 0" iGavt. of indio Re

et

rl-hl'-m':"‘"i 4 d Polnt, Ludhiono -141010
NS OFFICE COMPLEX: E-648/A, Phase-V, Focal Poln india.org

E-MAIL: cleugDelcuindla.org, Info@tlenindla.org. Infol @clcy

[Speed Post/Emall) Ref. No.: CICL/HO/ARR/4319
2013
The Secretary, e
Punfab State Electricity Regulatory Commission
Site No.3, Black - B, Sector=18.4
Madhya Marg, Chandigarh - 1600018

Subject: -
Blect: - Detalled  views suggestions/ objections, to the True-Up for FY 2021-22, APR FY 2022-23
and MYT Petition for the 3 Control Period from FY 2023-28 and FY 2025-26.

Dear Sir,

y ;
indly refer to the notice for public hearimgs kssued by the commission and published in the
Rewspapers, Regarding petitinns for APRSMYT i,

A. Chamber of Industrial & Commercial Undertakings Ludhiana being the premier Chamber of
Punjab State would like to draw kind attention of the Hon'ble Commisslon as under - -

1. The PSPCL is hardly doing any kind of rigorous and consistent efforts to adopt the latest
technalogy in pawer transmission & distribution systems. The same old equipment & technology
are being used since last many years and no eMart has been made 1o use the latest technologies
such as Smart Grids and distribution system automation to reduce outage time /maintenance
fman-power cost. It needs to sdept latest cost efiective techmology and compact man-less

« Power plants/sub stations to reduce its operation cost and help to reduce revenue
FEquirements.,

2. That no efforts are being made by PSPCL for recovery of hefty dues from the Punjab Gevtsin
shape of Subsidies, Excess interest paid by PSPCL to Punjab Govt earlier years and carrying cost
of tariff gap of certain years. It is really a need of the hour now to take the rigorous steps to
recover all these kinds of pending dues along with interest from the Punjab Gowt so that
burden of interest cost paid by PSPCL on borrowed funds to financlal institutions could be
reduced to a certaln extent which further leads to reduce the flxed cost of the PSPCL and there
would be hardly a need to Increase the tarlff of electricity as demanded by the PSPCL and
reduce revenue reguirement.

3, Adoption of a strong will power and dedicated behaviour lowards change in policies of PSPCL
and Punjab Gavt. are really required In the interest of general puliic.

4. PEpCL should need to Increase efficlency In the generation of power through adoption of latest
technobogy and optimum wtiization ef scarce resources rather than resorting to power cuts and
hike fn tariff rates which will never help in the long term 1o survive and also net good in the
public interest. The Punjab Govt. and PSPCL need Lo do collective efforts 1o tackle the problems,

Repeated tariff revisions to get temparary reliel will not serve the purpose,

5, Revenue loss due to non-recovery of default amount as well a3 current billing charges towards
the Govt. Deptts. & Boards/Trust/Corporations/Religlous Bodles etc. are increasing al
slgnificant ratefamount & PSPCL has failed to take effective steps 10 recover these losses
incurring regularly, causing Increasing in taniff and other cess and surcharges, contributing ta

) Pape lolf5
- W.C. Block No, 2, lind Floor, Glll Rood, Ludhlona - 141003

Telghone: +91-161-2671551, 2670888, 4642351, Fox +91-181-267155)
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i which could otherwise be avoided. PSERC should CMiypg
tarit,

Highe curk of ?.:Eﬂrm:';; in the current yoar 2022-23 to reduce the revenue ml“rﬂ?rm"
reCovery of such amou

bsidized power ond unauthorized load extension Particular, &
. E subs e losses,
. Misuse of ;:E:“ e controlled offectively ta avoid heavy ::'"?“; Emﬂf-'- ﬂestrunu,-mg .
;qm“:;: ing paddy seasan should be planned and executed mo ently for '*ﬂ'-'h”fu
emand duri

. OnSUMErs. :
quality Pﬂwerf ﬂ:Fﬂ::::: can become profit making business. Quality Pl:'l'-'-fl'."l' supply shouig ke
e S:F: I: I:I::uurs Frequent <cheduled/unscheduled power cuts with poor power SUpphy
provided o "

must be controlled atall cost.

improve Its internal operational system by opim,,,
utilisation of resources and adoption of latest u;hnulugil?s whi_:h would d““"!“'—"f CONtribyz,
to increase the revenue of the PSPCL. Further there is a still a big scope in saving of fixed 304
variable expenditures by managing them in 2 strategic manner rather t!-uan always resorting 1
increase in tariff, cess and surcharges etc. many times in a year. Details of certain expenditure
(on test check) are given below which could be controlled:

1. Employee Cost :
Restructuring of manpower in true sense is required to reduce manpower cost regulary,

There is a need to employ efficient people and to ensure effective utilization of manpower
at the right place and right time. '

. PSPCL should make an effective policy to

2. Cost of Power Purchase:

a) The purchase cost of power from the external sources has been increasing every year
which results in escalation in input cost of energy prices resulting in additional revenus
requirements. PSPCL should make effective steps to arrange required power from the
central pool on pool banking system or from certain other cheaper sources rather than
purchasing from the open market at higher rates.

b} The cost of power in lean periods is less but it is high when purchased in peak summef
for rice growing. This extra high cost energy is purchased solely for subsidised
agricultural sector. The amount of subsidy is calcwlated by taking the average cost of
power. In this way the additional burden of subsidy is passed on to the industria
consumers. The Govt. should go for alternative crops patterns and must decrease the
paddy fields. It will result in saving of costly energy and avoid the depletion of ground
water level in the State. The extra cost of energy should not be passed on to industrial
::::"-;":I’:;;EI";';:::“'::“:;': ﬂ;ﬂdf becoming sick day by day due to incredse I

» Especially after COVID - 19 pandemic. So, PSPCL should take

necessary effective steps ta provide cheaper
power ' E unlts
iR b b0 o Gt sk to the Industry specially MSM

3. Energy Audit and TED Losses:

The number of the feeders with Jog

525 mg [
3308 feeders and more than ggs | e than 15% to 90% has increased from 1528

n )
treased from 91014 feeders as per Directives for F.Y
WPage 2 of 5
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thelt 15 being allowed in 1:-1.::
t cannivance af the pSPCL's
delinguent u[frn;c.rﬂnﬂiciars for

o loss by this theft under
g% level should be std rted
100% recovery of

2022-23 a5 per petitions, which Indicates that the ramped
areas of these locatlons, which Is not possible withou
officials/oflicers. Disciplinary action should be taken against
their failure 10 control power theft with recovery of revent
intimation to the Commission. Special drive to bring it to less thar
dedicatedly and immedlately for desired results. PSERC should
such theft amounts In the current year 2022-23 to reduce the rev o
As per MOP guldelings under APDRP, ATEC losses (Mot TED) are required to be brough -

below 8% limit with annual sustalned Improvement. If these guide lin€s are followed in
true spirit there may be no need to Increase tariff in caming years: It will also reduce the
revenue requirements of the PSPCL.

gnsure
enuc rnquiremenh',

4. ha and .

As evident from the financial of PSPCL, Borrowed funds are increasing
which ultimately effects the overall cost of the PSPCL and increase 1
power. Effective steps should be made to recover the following dues from vario
which would help to reduce the borrowed funds. .

Further impact of interest paid on borrowed funds on account of non-recovery of subsidies,
Gap Tariff etc from the Punjab Govt. since long, should be calculated and should be pass
on ta Punjab Govt. as, if they could repay all such dues in time, pSPCL would not need to
borrow mare funds for survival.

Interest payment should be worked out through laan bailout by the Govt. or through asset
selling (spare land/ building etc.) and should not be passed on to the customers. There is
enough land with PSPCL, which can be spared [and sold to repay the loans) by constructing
multi-storey buildings & compact pawer substations.

Subsidy to scheduled casts/weaker sections of Seciety and AP consumers should be given in
cash / direct transfer in their bank accounts by the Govi. instead of providing free electricity
through PSPCL. It will lead to stop misuse of energy.

ply of 300 unite should be changed to by charging Rs 1 or 2 per unit so
o consumer but somée generation cost be compensate PSPCL,

every year of PSPCL
he per unit cost of
u§ SOUTCEs

At present free sup
that relief be givent

L

nts which are forcing PSPCL to Increase’ the tariff rate / demanding
rement for the proposed F.Y, 2022-23 are Interest paid on borrowed
reduced by recovery of remarkable dues from the Punjab Gowt.,
the defaulted customers Subsidy, costly power purchase. All these
be controlled Immediately without any further delay, otherwise, it
1 health of the Industry directly and subsequently that of

€. The major ingredie
more revenue requl
funds. Which can be
recovery of dues from
factors are required 1o
would majorly effect the financla
the PSPCLand the pun|jab Govt.
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to the AP Consumers should be reduced drastically
fijab Gowt. such as reducing the area under padg,
implementations and levying seme suitable ary

The Quanturn of subsidy amount

conscious planning with long term vision by Pu

fields with alternate suitable cropping pattem

Instead of 1otal free electricity. ] s Rk
than resarting o borrowed :

. PSPCL ehould increase its base of equity rather performiig asitts iy

i lling the non-
loan bailout plan through walve offfrepayment by se
be worked out without further delay so that heavy interest expenses on borrowed funds could

be avoided in future otherwise Situation would be so pathetic of industrial mns:m:rs h;“l"“
with majority of public, On one hand, free electrichy is being given ta certain class of cusiomers
and on the other hand, the energy bill will become unatfordable by all other categories of
consurness especially MSME and other industrial consumers.
. PSPCL s 3 :ﬁfu I:mw utility and it should operate at optimum efficiency By utiling the
optimum use of resources, may it be material or man power. Efficient ”"'“_’”'“"‘ of all mf‘
would help in reducing its overhead charges. It should Increase its productivity and reduce ts
losses by introducing the latest technologies rather than charging extra cost from the
consumers, especlally MSME and industry.
. With the Increase In the per unit price of electricity consumed In the way proposed by the P3PCL
will lead to exorbitant rise in input cost of the industry and It will have a0 option but to close
thelr units or shift to other states, The competitions have become lokal, it may not be able to
compete the open markel. The closure of industrial units will not only affect the prosperity of
the state but will result in un-emplayment and unfest in the state also.
. Upgrading mare and mere existing power translormers are being added at the existing grid sub
¢lations in the cithes instead of erecting new sub stations near the load centre, New sub stations
are being proposed/ferected at technically-non-suitatle kacations under compulsions, which are
resulting in mare T & O losses and peor guality of power. State Govt. should be impressed upon
to provide land to the PSPCL fer construction of more substations in the cities to ease the
bottlenecks of grid constraints $o that the aimosphere |5 more conducive for growth of the
industry. This will reduce the cost of lines, substation structurefling loses,
. During the heavy rain/storms, all feeders get tripped. On those days, the demand decreases due
to tripping of all the feeders and drastic fall in temperature and the thermal plants of PSPCL run
without load. It is felt that it may not be possible to re-energize all feeders in short span of time
to ensure continuity of supply under allweather condition. But few feeders having
prominent/bulk industrial & commercial loads {which are independent of weather) should be
robust enough to with stand it, so that surplus power is used and billed in that period. .

. Inthe end It s submitted that:-

. On the one hand PSPCL is claiming power surplus scenario In coming financial year, on the ather
hand it is demanding the tariff revision from PSERC. What is the benefit of the SOt plaits
being commissioned in the state by private players] to the PSPCL Customers? PSPCL should
purchase cheaper power from the Power Grid s It has surrendered few old power purchase
MOUs. The aliernate power shall be at cheaper rates. This benefit shall be passed on to the
customers rather than to adjust it as subsidy being given to certain elass of PSPCL consumers.
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encrgy, whereas punjah 13
refore, more
isting

2. The entire world and the leading states of India are going for green
stll going for the old technalogy of thermal plants by the Private Suppliers. The
Green Energy / Solar Power generation capacity should be installed in the state. For &f :
solar energy producers and Eiving (exporting) power o PSPCL Grid should be paid the “l:i-r
exported wnits (other than imported units/self-consumption) at the commercial rates of t Flr
cetegory in the respective financial year (ending 31" Sept.). so that consumers ool .;att.'ﬂﬂ"ﬂ;
tome forward to Install selar system. At present surplus generated solar units are elapsed an
PSPCL s charging 10% off Eenerated units, Where as excess generation is made by selar system
are used by PSPCL without Incurring extra expenses.

3 On the one hand, benefits are being given by the State Got, for investment in Punjab and on
the other hand, no relief is being given to the exist ing units which are getting sick day by day and
moving out of State. Therefore, power tariff incentives should be given to the existing and new
industry,

4. PSPCL is going for system up-gradation and network augmenting work in all major cities of
Punjab through R-APDRP .On the one hand ‘PSPCL is charging higher tariff from industrial
consumers and on the other hand nothing is being done to ensure the quality and reliability of

supply of power to the industry.

In view of the facts explained as above, the Chamber of Industrial and Commencial
Undertakings = CICU again requests the Hon'ble Commission not to allow any additional
revenue requirement, rather it should be puidelines to PSPCL to reduce the revenue
requirements, power tariff, cess and surcharges to consumers especially MSME, which is
contributing significantly to the revenue of the PSPCL and GDP of the Nation.

Thanking you.
Yours faithfully,

(UPKAR slmnl

PRESIDENT

Email: gfﬂlﬁﬂ{ﬂlnd la.org | Mob. No. 98158-00622

. X ocC:
E:e Chief Engineer/ARR 3‘}@ The Chief Engineer/Panm,
' : PSTCL, *
SPCL :
:hw No. F-4, Shakti Vihar, Regd. Office: PSEB head Offjce -
patiala -‘lﬂ?l;'ﬂ'l The Mall, Patiala - 147001
x Email: fa@pstpcl.org

Email: ce-arr-tr@pspelin
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PUNJAB STATE TRANSMISSION CORPORATION LIMITED
Regd. Office: PSEB Head Office, The Mall Patiala-147001,PunjabCo porat
Identity Number: U40109PB20105GC033814 (www.pstcl.org) . ——

{Dr!ﬁn:e of Chief Accounts Officer (F& A), ARR Section)

3" Floor, Opp.Kali Mata Mandir, Shakti Sada n, Paliala.

Fax/Ph. No.0175-2790183 Email : fa@pstel.org

To
The Secretary,

Punjab State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018

MemoNo._ S F ICAQ(FEAYMYT-II
Dated: __\{ oA "1-3:

Subject: Objection No. 1 raised by Chamber of Industrial & Commercial,
Ludhiana in Petition no 73/2022 of PSTCL.( (-1 )
Ref: Your Office E mail dated 11.01.2023

In response to email under reference, it is submitted that the
nhjecti:::nsa'suggestiunﬂmmmenls raised by Chamber of Industrial & Commercial
Undertakings relates to PSPCL.

b Chief Accou ieer (F&A)

LpsTCL, Fgmla
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Er. Sukhminder Singh SDO PSPCL (Retd.)

Co-ordination Elecirical Consultant
— DEALS IN : ALL KINDS OF ELECTRICITY PROBLEMS RELATED TO PSPCL
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Fminm L {Fainmisy

PUNJAB STATE TRANSMISSION CORPORATION LIMITED

Regd. Office: PSEB Head Office, The Mall Patiala-147001. PuniabC
identity Number: U40109PB2010SGC033814 (www.pstcl.or jabCorporate

{ﬂrgﬁ:e of Chief Accounts Officer (F& A), ARR Section)
3" Floor, Opp.Kali Mata Mandir, Shakii Sadan, Paliala.
Fax/Ph. No.0175-2790183 Email : fa@pslclorg

To
The Secretary,
Punjab State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018

Memo No.__, .55 ICAQ(FEA)MYT-III
Dated: _ [Gle|]| 272

Subject: Objection No. 2 raised by Er. Sukhminder Singh SDO PSPCL
(Retd.) in Petition no 73/2022 of PSTCL. | &%)
Ref: Your Office E mail dated 11.01.2023

In response to Objection No. 2 raised by Er. Sukhminder Singh SDO
PSPCL (Retd.), Co-ordination Electrical Consultant, it is submitted that case -uf
-UUE of Smt. Sarita Sharma W/fo Vinay Sharma Afc No. 3002812070 un:.der city
west Division Ludhiana was decided by SE/P&M, F'STEL._ Ludhiana on
13.04.2022 as itself mentioned in Objection. However, decision has 1o ,:E
implemented by Addle SE city West Division Ludhiana PSPCL. Therefore, matter

relates to PSPCL. "',5:{_;_0“-"-":"- *
ol Chief Accounts-Officer T

PSTCL, Patigla
oy ﬁmﬁﬁ\
] J3 g \b

6P A
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LI ﬂ/
': President [M) H?!:ﬂ-s!a:sur )
CYCLE TRADE UNION (REGD) g

AIRI CYCLE, 110-111,NEW CYCLE MARKET '\
GILL ROAD, MILLER GAN), LUDHIANA-141003 2 <
o REGISTERED : /K:(

RS

CTU/333/2023 14/01/2023 15111"3

Site No.3,Block -A, Sector-18, Madhya Marg, Chandigarh-160018 f&p'o

Subject:- Petition No-73 of 2022 of PSTCL appeared in the Tribune Dated 28-12-2022 )

Dear Sir,

el . Reference your advertisement appeared on the above subject,

In reply, Our Association strongly oppose, resent any increases / amendment for next years
L and with retrospective effect in Tariff as well as fixed charges for all types of consumers of

i PSTCL of Punjab.

EAPETCL
=
&

o

Moreover, The tariff as well as fixed charges of Punjab are already unbearable. If the PSTCL
can’t control their inventories and losses as desired . Please handover these white
elephants of Punjab to the private players as is done by the Central Government.

f

=
D-—-
e O
u
<

=

—

: E Our Association is going to participate in the PSERC, Chandigarh public hearing dated 19-01-

Ha.

2023

Thanking You
Your Eaithfully

(REGD
‘u'/[[ Ié[;fil{/' | P *

President

Aﬂf Account Officer ( Finance and Audit) PTCL, 3" floor, Shakti Sadan, Opp.Kali Mata
Mandir. The Mall, Patiala-147001 as a proof of service

i
5
'I-h-_
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* PUNIAB STATE TRANSMISSION CORPORATION LIMITED

EEIEI, Regd. Office: PSED, Hoad Offico, The Mall, Patlala - 147001, Punjabs, Indls

Corparate Identity Number: U40105PD20105 50033014 {wwrw. pslelong)

(Chlel Accounis Officer (FEA), Jrd Flaor, Opp. Kall Mata Mandir, Shakil Sadan, Patlala |

1.

FH!fF"lL_I'_l_I:l..Ei"S_aIHIE'I Bi, Ermall: Fl:if_ip:.l!:l.nm

“JfUAL™ £ PUBLIC NOTIGE IN RESPEGT OF /% (|14 -
Petition for True up for FY 2021-22, Annual Performanco Roview for FY 2022-23
?’Tl?lj;ﬂhgtflﬂl"ll!m 1:||rI l:::nlrul parlod from FY 2023-24 lo FY 2025-26 filed by
o Transmission Corporation Limlted (PSTCL) before Punjab State
Eleciricily Regulatory ﬂummi:srrnn. . - : : Z

L ]

Motica i haratry given 1o nll Bint s Pungst Stale Transmission Corparation Lirsied (PSTCL), engaged

In oloctricity iransmisaioi snd B ncbions of SEaie Lond Depatch Conde, has Tied Brefare i Punpti
Sate Eleciricity Regulatory Commssion, Chardigarh Patiban for appeeval of True up far FY 2021
22 and Anrainl Porosmanc Mivdirs for FY 2022-23 urdrs Suclion G2, B4 & 86 of b Eleclricty Acl
2003 read with Regulations 11,12 & 13 of tha PSERG MY T Regulatans, 2019 n0d sppecval of YT
Palibon for control pariod kom FY 507324 o FY P025 7 under Section G2, 64 5 86 of the Eleciricty
Acl, 2003 rond with Regulslion 10 of tha PSERC MYT Roguistons, 2022, The palilion has Leon
samitted by tha Mon'bla Commission vido onder datoed 21.12.2022 and laken on recard as Fottion

No. T3 ol 2022, “— » ; /i) GE IG5 S EL.
T il n T 5T A fruf.?:rwrmng;g,iwﬂﬂluﬂig m&;:

2. Forf tho infarmalion of gomoral publicistake

in tho tabilo 32, 58 and B9 of the Potition Is a3 under::
Annual Rovonus Requiremont of Transmission and SLDC (Rs. Crore) ’
[&r. Particulars Trueup | APR Jed MYT TPe
b . 02122 | Z022.23 | 10234 | 2024-25 | 202526
8. |Emplyoe Cost 59054 | 76724 | BadB1 | ©1433 | 88599
b. |A &G Expenses 3210 | 3687 | 4448 | 5143 | 5053 |
€. |A & M Exponsas oz SED | 43.E0 aTEs 50.04
1 |D&M Exponsos E52.66 42,77 f31.06 1013 47 109646
2_|Depreciation WAIE | 2708 | asarr | ¥eras | 421 |
3 |Imleres Charges 70026 | 29144 ETRL] 400 | 59 |
4_|Interest on Working Capital 0,78 EEE] 4124 4540 4543
§ |ULDC Chapes B2 B.ER 3.50 350 350
B |Feolwn on Equily 1858 | 13708 | 17401 | 2i630 20298
T |Oikar Expenscs .62 .00 [+1:] .00 0,00
1178 [Gross ARR e Ja22.38 | 163464 | 181477 | FoZ2ed | 22183
B |Laas: (1) Mon-Tasll Income 3380 10.40 018 0,18 =18 |
10 |Lese: (W) Open Accass .76 430 _430 430 ] 1
11 |Hel Revenus Reguinemen 38270 | 161386 | 179033 | 1ikEAd TigpAs |
12 |Add: Incenthes (15 Availabiily] 007 0.0d .00 o) B.o0
1638 ouod 0.00 .00 .00
o084 | 161380 | 170035 | 199844 | 18945 -l
164 0.0d 0.00 .00 .00
JA10E8 | 161386 | 1Te0.d | 193044 | 218948

F

_
EEN TR

'!n .

e

Eﬂ;'maﬂ “wwew.patol.ong” of PSTCL and “www. pserc.gev.in’ of PSERC and can ba
dowrioaded thers from.
mmnmmywwﬁmmﬂwwuhmwmumm
hours 8 thi abave said offices free of charge. ' :
MﬂmmwmnmwMMHmmMWﬂﬂm
for each sel, :

Obiections Patition,-il & mm-immpmhnmw,mmmmmm
mmﬁmﬁm Commission, Site No. 3, Madhya Marg, Sector 18-
memnmuwWMw-!hMMmiimnnrm
nllhllrnl}l:-.I:upfqiﬂ-unm&mmmb&uﬂnwcﬁuﬂmmﬂfw{ﬂum&mm,
mummmﬂwmm,mmﬂmum.wmmm,
Tmuaﬂ.hﬂuanﬂpﬁufdmdnmmmh&mdnndmhﬂhthml
smmmbsma_mnmwum Chandigash. P

Commission, after pansing the writlen obj
The Purijab State Electricity Reguisiory e b dgralmismrabin: sescucbr iy

" Sdl- CADI[Finance & Audit),

PSTCL, Patlala.
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PUNJAB STATE TRANSMISSION CORPORATION LIMIT
Regd. Office: PSEB Head Office, The Mall Patiala-147001,Punjabforporat
denti Numbaor: U-ID'I_ SPB2010SGC033814 pstcl.o
(Office of Chief Accounts Officer (F& A), ARR Section)
37 Floor, Opp.Kali Mata Mandir, Shakti Sadan, Patiala.
Fax/Ph. No.0175-2790183 Email : fafpstclorg

To The Secretary,
Punjab State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018

Memo No._9 ICAO(FEANMYT-III
Dated: '_'..'""'I 1|8

Objection No. 3 raised by Cycle Trade Union (REGD), Ludhiana

in Petition no 73/2022 of PSTCL.
Your Office E mail dated 20.01.2023.

Subject:

Ref:

1
’ PSTCL has projected the ARR & Tariff for FY 2023-24 in line with

the applicable regulations as specified by the Hon'ble Commission. Projections
are made on the basis of estimated Capital Expenditure for the infrastructure
development projects to be carried out in near future as approved by Hon'ble

Comrission.
Further, it is also submitted here that consumer interest has also

been considered by Hon'ble Commission while approving the future projects of

* PSTCL. The same is also subject to True-up on the basis of Audited Accounts for

FY 2023-24, which will be available later on. .
HuWast

Chief Aceounis Officer (F&A)
L PSTCL, Pati A
" Lo

% ﬂ'ﬂ"m'

al 18-
]
49;: Sh. Jaswant Singh Birdi, President, Cycle Trade Union (REGD), AIRI Cycle,
110-111, New Cycle Market Gill Road, Miller Ganj, Ludhiana-141003.
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(N STEEL CITY FURNACE ASSOCIATION

Oid Central Bank Street, Lolg Bazar, Mandi Gobindgarh-147301 (Pb) &4 =

Presidont

Bharet Bhushan findal General Secrenor™

Cell: +91-86466.00009 Gopal Krishan Singhi X
—_— Cel - #91-98140-15731

Rel. No

---------------- Dated. 0= = 0 d T 1'}1:1"
The Secretary, h'p.,ﬂ\e'@‘

Punjab State Electricity Regulatory Commission
Plot No-3, Seclor 18-A,Madhya Marg, Chandigarh-180018,

Mail Id : secrelarypsercchd@gmail.com : v
IN THE MATTER OF: ".r \

AGGREGATE REVENUE REQUIREMENT (ARR) FOR THE YEAR 2023-24 FILED BY
PUNJAB STATE POWER CORPORATION LIMITED AND PUNJAB STATE
TRANSMISSION CORPORATION LTD (referred to as PSPCL and PSTCL)

= AND

In the matter of pelition No. 74 of 2022 filed by PSPCL and 73 of 2022 filed by PSTCL
Respectively showeth,

j issi i i i
Punjab state Electricity Regulatory commission {F'EEchrhaa invited objection/commen
form the industry and other consumers on the ARR submitted by PSPCL.

on is an association of LS PIU induction Furnace consumers

ity Furnace associali :
pegbieid obindgarh. We submil our commenis as

of PSPCL gituated in and around Mandi G

under:-
« Return E |
4. The Then Punjab State Electricity Board (PSEB) was constiluted under Electricity

o finance all its Capital work through
S Act 1048 as per which PSEB was _

{.n:pnf i}n!y and interest on loan installments were recovered through Tariff, Loans
were given by GOP and lo escane {he interest and installments pavable to GOP,

PSEB got the loan(s) converted into equity of GOP in PSEB.

2 PSERC issued first tariff order for the year 2002-03 which stated in Para 6.10 that
| EB has been declared by GOF asa bady corporate with a Capital of Rs.3 crores
gt eclion 124 of Electricity (supply) Act1948

h effect from 101 March 1887 under s€
:‘::! converfed Rs. 1612 crores representing Government loans granted upto3/90

nling 50% of foans
o during 1991-92 and Rs.1189.11 crores represc .
s ;ﬂ:n:lt::;g 19990-91 to 1994-95 in 1896-57. The total Stale Gnuammafn;lr E;:IE
:;r:aF:.SEE is Rs.2806.11 Crores. Further no ROE was allowed in the tan

E-mail : steslcity. furnaces@gmal.com

' Scanned with CamScanner

Scanned with CamScanner

¥



2002-03 to 2005-06 by PSERC and only 3% Return on NET Fixed assels were

allowed as per Supply Act 1948.

3. As Is clear, Initial equily of Rs. 2846.11 cro

ROE of Rs.412.46 Cr per year was allowed as per Fara

GOP camouflaged as Equity to get higher re

4. On resiructuring of PSEB into

00G-07 onwards on which
4.15 of TO were loans of

wrns thro ROE.

re as on 2

PSPCL and PSTCL on 16.04.2010, equily (in fact

loans) of Rs.2946.11 Crore was also distributed as per provisional FRP/T. ransfer

scheme as Rs.2617.61 Cr and 328.50 Cr and ROE was

allowed separately as

Rs.366.47 Cr and Rs.45.99 Cr for PSPCL and PSTCL respectively.

5. While there is no objection on such conversion

tariff, apparently, there is no differenliation between
fact, all the assets of PSEB/IPSPCL/PSTCL

Punjab to Board/PSPCL and equity. In

werefare created by borrowing/debt and a part o
evidently was done to help Discom to reduce its inte

ROE/dividend is not payable under companies Act to GOP t
athodology devised to keep the tariff on lower side is

= of PSPCL by unduly loading the consumers
due to inefficient woring of PSPCL/PSTCL.

State are burdenad with the higher tariff in the

running in losses. Thus am
now being used to increase incom

and to meet the financial losses
Consequently, the consumers of the

form of 15%-16% ROE on such amount, which is in

which not more than 7-8% interest needs lo

6. Subsequently, Financialr
notified on 24.12.2012 by
standing in the books of PSE
rGantn’.'.wﬁan & Govt Grant” etc were a
same was admitted by PSERC as well.
from Rs. 2617.61 Cr to 6081 43 Cr(Para 3.1
to Rs. 605.83 Cr (Para 3.10 of TO2013-14)r

increased from 2946.11 Crto 6687.26 cr.

7. The mr]uersian
by consumers in APTEL and

for accounting purpose but for fixing
loans given by Government of

f it shown as equity of Board. This

rest and repayment burden as
il PSEB/PSPCL is

fact a government loan on
be allowed. |

estrucluring Plan and Transfer scheme was fin alized and
GOP. In this notification, an amount of Rs.3132.25 crore
B on 15.04.2010 under the head "Consumer
Iso converted into equity of GOP and the
Thus the equity of PSPCL were enhanced

6 of TO 2013-14) and from 328.50Cr
aspectively, Thus the total equity was

of consumer contribution and Govt Granis/subsidies was appealed
APTEL directed PSERC to reconsider the issue vide

judgment Dated 17-12-2014 in Appeal No 168 and 142 of 2013 as under:-

“48-——we direct the State Commission to adjust the excess amount
of ROE in the impugned order from the FY 201 1-12 onwards in

the ARR/True up for the year

to provide relief to the customers.”
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50.3 The findings of this Tribunal in Appeal no.46 of 2014 shall
squarely apply to the present case. The state commission shall ra-
defermine the ROE as per our directions and the excess amount
allowed to the distribulion licensea with carrying cost shall be
adjusted in the next ARR of the respandent no. 2.

8. APTEL observed that the Govt can hold any amount as equity in PSPCL and
PSTCL but ROE needs to be granted on actually subscribed and paid up equity
only i.e cash money infused needs to be counted as equity for the purpose of
ROE. PSPCL has filled the Appeal against the order in Supreme court and stay
has been,granted . Final order of SC is still awaited . however, because of stay
granted by the Supreme cour, PSERC is granted ROE on Rs.6081.43 Crio
PSPCL and on 605.88 Cr lo PSTCL. The CAG also objected tothe conversion of
non- interest bearing consumer contribution and Gowvt grants /subsides etc into

equity.

9. Subseguently, MOP ,GOP and PSPCL enlered into an agreement as per which
PSPCL loans of Rs.15628.26 Cr were to be taken over by GOP by issue of SLR
bonds by banks and loans were to be taken off the bocks of PSPCL. UDAY
scheme ended on 31.03.2020 and PSPCL proposed in ARR 2020-21 10 convert
the loan amount of Rs.15628.26 cr as GOP equity in PSPCLi.e increasing GOP
equity from 6081.43 cr 1o 21700.69 cr. PSPCL claimed ROE on Rs.15628.26
@15.90% i.e Rs2485crin addition to ROE of Rs.6081.42 crore. Thus by simply
maneuvering the entry of loan amount to equity, PSPCL was to load consumers
by 3423 Cr. However, vide tariff order dated 28th May 2021 PSERC rejected the

proposal of PSPCL.

10.Inthe ARR of FY 2022-23 dated 30" November 2021 , PSPCL has come out with

an entirely new argument that out of Rs.15626.26 crore , Rs.2246.77 were spent

* on pilalexpenditure-and out of balance 13381.49 crore working capital loan ,

Rs.2346.19 crore were also divert towards capital expenditure Thus total Rs.4592

crore should be treated as equity and ROE should be now allowed on Rs.10674
crore (Rs.6081.43 Crore +Rs.4592 crore) inspite of the fact that PSERC and
APTEL have amply made clear that -only cash flow is lo be treated as equity for
the purpose of ROE MYT regulations provide that equity should be actually
infused for creation of useful assets. The claim of PSPCL was rejected the
PSERC and in the tariff order for E.Y 2022-23 ROE was allowed on Rs.B081.43

crore only.

Now in the ARR for F.Y 2023-24 dated 28.11.2022 PSPCL has again shown the
opening equity at Rs.10674 crore instead of Rs.6081.43 as allowed by the
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PSERC in previous Tariff order for the year 2022-23 . There are no details
available in ARR as to why the increased equily has been shown as opening
balance of equity while delermining relurn of equity in the tariff order .

The equity which qualify for ROE was determined only at Rs.6081.43 crores
only. There was na fresh flow of funds from GOP.
Therefore, this year also ROE should be allowed only at Rs.6081.43 crores only.

it is also worth mentioning that UDAY scheme was accepted by PSPCL, GOP and
central Govt . TPA was signed by above three parties and as per para 1.2 (d) of
the UDAY, agreement in which 25% of the total loans will be converted info equity
of GOP and balance 75% will be give: i DISCOMias grants . The para 1.2 (d)

in reproduced as under:-

y the State (o lakeover DISCOM debit during 2015-16

* Tha Borrowings made D
and 2016-17 shall be utilized by Govemnment of Punjab solely for the purpose

of Discharging the DISCOM debl and transfer to DISCOM as 8 mix of granf
lnan of equily as described in following table:

-

Year Total Debt Taken | Transfer to | Transfer to | Transfer ol Rs. In  crores
Over Punjab Punjab Punjab Qutstanding state
DISCOM in | DISCOM DISCOM loan of Punjab
the form of [ in the form | in the form | DISCOM
grant of Loan of equity
Year1 |50% of .the total | - 10418.84 10418.84
debl
Year 2 | 25% of the total 5209.42 15628.26
debt
Year 3 - 15628.26
Year 4 - 15628.26
Year 5 — 11720.26 32900.00
From the above chart it is quite clear that there is no justification of converting

loan of 15628.26 crore into
scheme . The only 25% loans S
balance 75% was to be given as grant to
loans into equity of GOP is misconceived a
refurn on equity and higher tariff

» Intereston loan capital:-

Under the head interest on loan capital at sub head 235i

as follows;-

&

GOP equity as at
hould have been conve

and this s

per Tripade agreement under UDAY
it in GOP equity and

PSPCL and PSTCL but converting entire

ndis to load the consumers with higher
hould not atall be allowed by PSERC.

tis proposed in the ARR
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w 23,5 The Interest on oxcoss equily troatod as foan shall b sorvisel
af tho welghted averago Interast rato of actual foan takan from the
fonders.”

But there is no justification ol all o allow interest on the GHGESS eouity which can
not bee treated as loan as there was no such provision in UDAY schame which Wit
adopted by pPSPCL , GOP_and MOP_and as per lhe DAY schoeme TS% of loans v
to be given as grant to PSPCL and PSTCL as axplained in for para no.10. Tharefore
{he claim of PSPCL should be rejected on this account.

¢

« Voltage Rebate to 661220 KV indusirial conaumaor

HT rebate is granted in accordance with the Electricity Act 2003 providing that tariff chould
be in line with the difference of voltage wise cost of supply for the relevant vollage, Hon'ble
APTEL has also upheld this provision and voltage rebate vas also granted to Punjab

consumers in view of the numerous orders issued by APTEL in this regard. Due 1o the
difficulties in implementing voltage wise cost of supply based tariff, voltage rebate is given
to partially compensale such consumers. The difference in cost of supply for the
consumers connected at 66 KV vis a vis 11 KV consumers as per previous tarifl orders

issued by the Hon'ble Commission is extracted as under:

“Tarilf order for Cosl of supply Rs/Unit for Difference
the year 66 Ky 11 KV industrial
industrial
2017 -18 6.32 5.04 0.38 -
2018-19 6.12 6.63 0.51
2019-20 6.22 | 6.86 0.64

As is evident, the difference in cost of supply is increasing over the years and is much

mare than the HT rebate of Rs 0.25/unit available to 68 KV consumers. Instead of
increasing the HT rebate to bring the tariff of HT co=sumers in line with cost of supply as
id be as shown in the above table in accordance

directed by APTEL, HT rebale shou
kepl fixed at @0.25/unit whereas it should increase

with cost of supply and HT rebate is
as difference in cost of supply of 66 KV and 11KV consumers increases.

Before issuing the tariff order for the E.¥ 2021-22 reply from PSPCL was sought on

voltage rebale there reply was as under:

Reply of PSPCL
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* psPCL would like to submit that an increasing vollage rebate will cause reduction in
revenue , so il Is requested that the while considering to fix the voltage rebale In
commensuration with cost of supply or on percentage basis as demanded by the
objector, Hon'ble commission may keap in the mind the financial interest of PSPCL
and allow PSPCL to recover legitimate cost claimed in the petition. If revenue of PSPCL
is reduced due fo more HT Rebate , then tariff for any other category will have to be
increased fo compensate for the said revenue I0Ss which may further lead to
disturbance of Cross subsidy levels.”

PSPCL reply means that 66 KV consumers should subsidize more to the other category
of consumers even to the 11 KV consumers of general indusiry and power intensive
industry fed at 11 KV .

Itis already well known that the industry is already cross auhstg:lizing the other categories
of consumers . Here we want to put an example lo substantiate our claim for higher H.T

Rebale .

For example:-
* Suppose the industrial consumers are subsidizing to the other category of consumers

such as agricultural and domestic consumers to the tune of Rs.1 per unit . Then the
subsidy level for 66 KV consumers will be

Rs. 1+ 64 - 25 = 1.39 per unit.

This difference is as per cost of supply worked out for the year 2019-20.
Although it will be much more in the year 2022-23 and 2023-24,

66 KV consumers should not be made 1o Cross subsidize more to other category of
consumers and even to general induslry and power intensive units fed at 11 KV. If the
B6 KV consumers are given full rebate as per their cost supply then it may increase
the Tariff for other calegories of cONSUMETS by mere a fraction of 1 paisa per K\WH

which will not pinch other categories at all .

Hence giving a mere 25 Paisa/unit rebate 10 66 KV consumers is unfair and unjust also.

+ Two Part Tariff:-

Two part tariff was introduced as few year back and itwas said atthe time of introducing
two part tariff that this is revenue neutral . There is no difference of revenue for the
DISCOM but it does not suits at all to the consumers . Therefore, it is requested that
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PSERC should revert back lo the single tariff as it is used to be before introduction of
two Part Tariff as DISCOM will earn same revenue as by Two Part Tariff.

« Night Rebate on Tariff

The night rebate was intreduced 1o encourage the consumers to-con
electricity during night as there is less demand during night hours.

sume maorne

INR per unit but due to cap

It is worth mentioning that rebate as conveyed Is @1.25
ly 14 to 15 paise per unit

imposed on Tarjff, the actual effected of this rebate is on
which ctherwise should be Rs.1.25 per unit. :

The refers, it is humbly requested that the cap imposed for Tariff should be removed and

the effected rebate should be at least Rs.1.25 per unit

« Costof supply for power intensive UNIS:-

It is prayed that as the cost of supply for power intensive units is less and also the

Tariff for power inlensive units is different from other categories of consumers , the cost

of supply for power intensive units should be separately calculated and the Tariff for
these consumers should fixed separately as per cost of supply

« Prayer:-

It is humbly requested to please consider our submissions before

_finalizing the Ta riff Order.

For Steel Furnace Association

Auth. Sign

CC: - Chief Engineer-ARR & TR, F-4, Shakti Vihar, PSPCL, Patiala

(E Mail: <ce-arr-tr@pspcl.in>)

af Accounts Officer (Finance & Audit), 3rd fleor, Shakti Sadan,

Opposite Kali Mata Mandir, PSTCL, Patiala <fa@pstcl.org>
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pslcl
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PUNJAB STATE TRANSMIS SION CORPORATION LIMITED

o\

€C: Sh. Gopal Krishan Singhi,Ge

Regd. Office: PSER Head Office, The Mall Patiala-1 47001,Punjab
corporate Identit Number: U40109PB2010SGC033814 (www.pstcl.org)
(Office of Chief Accounts Officer (F& A), ARR Seclion)
4 Flgor, Opp.Kali Mata Mandir, Shakli Sadan, Paliala,
Fax/Ph. No.0175-2780183 Email ; fa@psicl.org
To
The Secretary,
'| Punjab State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018
Memo No.___ 10} ICAD(F&A)MYT-1II
Dated: %\\ e .'l‘:lﬂ'.‘-rl?_b
| (¢S-05) ‘
: Subject: Objections No.4 raised by M/s Steel City Furnace Association in
l Petition no 73/2022 of PSTCL.
F Ref: vour Office E mail dated 20.01 .2023.
i
5 Vide email under reference your office has forwarded the objection
| raised by M/fs Steel City Furnace Association on Petition no. 73/2022. Point Wise
reply to the objections raised is enclosed herewith for kind t:nnsi:leraténn.
A B
DA/ As above Chief Accounts Officer (F&A)
0|LpSTCL, Patiala
Y &}T
10 1|..I| '1:1'

“,‘jf”/

neral Secretary M/s Steel City Furnace

Association, Old Central Bank Street, Loha Bazar, Mandi Gobindgarh -
147301(Punjab)
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peplies to Objection No.- 4 raised by M/s Steel City Furnance Association
o Return on Equity B

“The Then Punjab State Electricity Board (PSEB) was constituted under Electricity
act 1948 as per which PSEB was to finance all its Capital work through
Lgans only and interest on loan installments were recovered through Tariff. Loans
were given by GOP and to escape the interest and installments payable to GOP,

psEB got the loan(s) converted into equity of GOP in PSEB.

(supply)

5 PSERC issued first tariff order for the year 2002-03 which stated in Para 6.10
that PSEB has been declared by GOP as a body corporate with a Capital of Rs.5

offect from 10th March 1987 under section 12A of Electricity (supply)
12 erores representing Government loans granted

and Rs.1189.11 crores representing 50% of

'r lgans granted during 1920-91 to 1894-95 in 1996-97. The total State Government

Equity in PSEB is Rs.2806.11 Crores. Further no ROE was allowed in the tariff
PSERC and only 3% Return on NET Fixed assets were

crores with
Act1948 and conve rted Rs.16
upto 3/90 into equity during 1991-92

- Order 2002-03 to 2005-06 by
" allowed as per Supply Act 1948,
3. As Is clear, initial equity of Rs. 2946.11 crore as on 2006-07 onwards on which
ROE of Rs.412.46 Cr per year was allowed as per Para 4.15 of TO were loans of

GOP camouflaged as Equity to get higher returns thro ROE.

PSEB into PSPCL and PSTCL on 16.04.2010, equity (in fact
are was also distributed as per pravisional FRP/Transfer
scheme as Rs.2617.61 Cr and 32850 Cr and ROE was allowed separately as

Rs.366.47 Cr and Rs.45.99 Cr for PSPCL and PSTCL respectively.

action on such conversion for accounting purpose but for
fixing tariff, apparently, there is no differentiation between loans given by
Government of Punjab to Board/PSPCL and equity. In fact, all the assets of

PSEB/PSPCL/PSTCL were/are created by borrowing/debt and a part of it shown as

equity of Board. This evidently was done to help Discom to reduce its interest and
repayment burden as ROE/dividend is not payable under companies Act to GOP
till PSEB/PSPCL is running in losses. Thus @ methodology devised to keep the tariff
on lower side is now being used to increase income of PSPCL by unduly loading
the consumers and to meet the financial losses due to inefficient woring of
PSPCL/PSTCL. Consequently, the consumers of the State are burdened with the

4. On restructuring of
loans) of Rs.2946.11 Cr

5. While there is no obj

. n
‘I.ﬁ.h'—rf 4
I f
— =
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tariff in the form of 15%-16% ROE on such amount, which is in fact a

highar ds to be allowed.

government loan on which not more than 7-8% interest nee
6. Subsequently, Financial restructuring Plan and Transfer scheme was finalized
and notified on 24.12.2012 by GOP. In this notification, an amount of Rs.3132.25
crore standing in the books of PSEB on 15.04.2010 under the head "Consumer
Contribution & Govt Grant” etc were also converted into equity of GOP and the
same was admitted by PSERC as well. Thus the equity of PSPCL were enhanced
from Rs. 2617.61 Cr to 6081.43 Cr [Para 3.16 of TO 2013-14) and from 328.50 Cr
to Rs. 605,83 Cr (Para 3.10 of TO 2013-14) respectively. Thus the total equity was
increased from 2946.11 Cr to 6687.26 cr.

7. The conversion of consumer contribution and Govt GF-""T-'-I'““hs‘idl'-ﬂ WS
appealed by consumers in APTEL and APTEL directed PSERC to reconsider the
issue vide judgment Dated 17-12-2014 in Appeal No 168 and 142 of 2013 as
under:-

"48---we direct the Stote Commission to adjust the excess amount of ROE in the
impugned order from the FY 2011-12 onwards in the ARR/True up for the yeor to
provide relief to the customers.”

50.3 The findings of this Tribunel in Appeal no.46 of 2014 shall squarely apply to
the present case. The stote commission sholl re- determine the ROE os per our
directions ond the excess emount olfowed te the distribution licensee with
carrying cost sholl be odjusted in the next ARR of the respondent no.2.

-

8. APTEL observed that the Govt can hold any amount as equity in PSPCL and
PSTCL but ROE needs to be granted on actually subscribed and paid up equity only
i.e cash money infused needs to be counted as equity for the purpose of ROE

PSPCL has filled the Appeal against the order in Supreme court and stay has hwr;
granted. Final order of 5C is still avaited. however, because of stay pranted by th

Supreme court, PSERC is granted ROE on Rs.6081.43 ¢y to PSPCL and ::m sl y the
to PSTCL. The CAG also objected to the conversion of non-int 153.&
consumer contribution and Govt grants /sy bsides ete intg equity erest bearing

9. Subsequently, MOP,GOP and PSPCL

PSPCL loans of Rs.15628.26 Cr were 1o l'lbl:l:.;i;:[z:: ':}Ef‘-:::!(:r:fm :1_5 per which

bonds by banks and loans were o be taken off the bogks v[ 5 by issue of stA

ended on 31.03.2020 and PSPCL proposed iy ARR 1{}2{}.31 vCL- UDAY scheme

amount of Rs.15628.26 cr as GOP equity in PSPCL je il1£n.-15|rt:3 ;C;l:ml the lgan
; i.‘quiw from
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(08143 cr F“ 21?_”.9'55 cr. PSPCL claimed ROE on Rs.15628.26 simply @15.90% i.e
ps 2882 < 4 addition to ROE of Rs.6081.42 crore, Thus maneuvering the entry of
loan amount to equity, PSPCL was to load consumers by 3423 Cr. However, vide
variff order dated 28th May 2021 PSERC rejected the proposal of PSPCL.

10. In the ARR of FY 2022-23 dated 30th November 2021, PSPCL has come out
with an entirely new argument that out of Rs.15626.26 crore, Rs.2246.77 were
spent on capital expenditure and out of balance 13381.49 crore working capital
loan Rs.2346.19 crore were also divert towards capital expenditure Thus total
Rs.4592 crore should be treated as equity and ROE should be now allowed on
rs.10674 crore (Rs.6081.43 Crore +Rs.4592 crore) inspite of the fact that PSERC
and APTEL have amply made clear that only cash flow is to be treated as equity
for the purpose of ROE MYT regulations provide that equity should be actually
infused for creation of useful assets. The claim of PSPCL was rejected the PSERC
B and in the tariff order for F-Y 2022-23 ROE was allowed on Re.6081.43 crore only.

Now in the ARR for F.Y 2023-24 dated 29.11.2022 pSPCL has again shown the
opening equity at Rs.10674 crore instead of Rs.6081.43 as allowed I:.w.r the .FSEHE
in previous Tariff order for the year 2022-23. There are no details available in AI_‘l

a5 to why the increased equity has been shown as upening balance of ﬁﬂUlW
while determining return of equity in the tariff order. The equity which qualify for
ROE was determined only at Rs.6081.43 croresonly. There was no fresh flow of

funds from GOP.
BPTherefore, this year also ROE should be allowed only at Rs.6081.43 crores only.

It is also worth mentioning that DAY scheme w?s accepted by PSPCL, GDPfa?-,d
central Govt. TPA was signed by above three pames_and as per para 1.2 (d)oi t Ef
UDAY agreement in which 25% of the total loans will be converted into Egm':r?
GOP and balance 75% will be given to DISCOM as grants. The para 1.2 (d) in

reproduced as under:-
"The Barrowings made by the state to takeover DISCOM debit during 2015-16

and 2016-17 shall be utilized by Government of Punjab solely for the purpose
of Discharging the DISCOM debt and transfer to DISCOM as @ mix of grant

loan of equity as described in following table:
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g to|Rs. In ¢
[Year |Total Debt taken Transfer to | Transfer 10 Tfﬂ'fﬁ::‘f 2 m._.t-stanuFJ
Over Punjab DISCOM Punjab Punjab t | i
in the form of | DISCOM in DISCOM in | state oy
grant the form | the ferm Punjab
of Loan of Equity DISCOM
Ve 84 o
Year1 |50% of the total 10418.84 10418.
debt
3 26
Year2 |25% of the total 5209.42 15628.2
Year 3 = 15628.26
 Year 4 15628. 25____
Year 5 11720.26 3500.00 N
dr .

From the above chart it is quite clear that there is no Justification of con

verting

loan of 15628.26 crore into GOP equity as at per Tripade agreement under UDAY

scheme. The only 25% loans should have been convert in GOP &

quity and balance

753 was to be given as grant to PSPCL and PSTCL but converting entire loans into
equity of GOP is misconceived and is to load the consumers with higher return on
equity and higher tariff and this should not at all be allowed by PSERC.

PSTCL's Reply:-
It is submitted here that PSTCL has claimed Return on Equity as per Regulation Zﬂl

of Punjab State Electricity Regulatory Commission (Terms and Conditions for
Determination of Generation, Transmission, Wheeling and Retail Supply Tariff)
Regulations, 2022 as notified by Hon'ble Commission.

Interast on loan capital:-

Under the head interest on loan capital at sub head 23.5 it is proposed in the ARR
as follows:-

"23.5 The interest on excess equity treated as loan shall be served ot the weighted
average interest rate of octual loan taken from the lenders,"

But there is no justification at all to allow interest on the exce . 5
55 equ .

not be treated as loan as there was no such provision in UDAY Echzn.l.:r:::;:: :

adopted by PSPCL, GOP and MOP and as per the UDAY scheme 75% of loans were

“Fulied -
—_—
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to be Biven as grant to PSPCL and PSTCL as gy
the claim of PSPCL should be rejected on this

psTCL Reply:-

pelates to PSPCL.

, Voltage Rebate to 66/220 KV industrial consy mer

WT rebate is granted in accordance with the Electricity Act 2003 providing that
1ariff should be in line with the difference of voltage wise cost of supply for the
relevant voltage. Hon'ble APTEL has also upheld this provision and voltage rebate
was also granted to Punjab consumers in view of the numerous orders issued by
APTEL in this regard. Due to the difficulties in implementing voltage wise cost of
supply based tariff, voltage rebate is given to partially compensate such

rcunsumets. The difference in cost of supply for the consumers connected at 66 KV

plained in for para no.10, Therefore
account,

vis a vis 11 KV consumers as per previous tariff orders issued by the Hon'ble
- Commission is extracted as under:

—

Tariff order for the | Cost of supply Rs/Unit for Difference '
year l 66 KV industrial 11 KV industrial I

' 2017-18 | 6.32 5.94 0.28 :
[2018-19 |6.12 6.63 0.51
12019-20 6.22 6.86 0.64

s oy ]

As is evident, the difference in cost of supply is intrelasing over the years and is
much more than the HT rebate of Rs 0.25/unit sfuaillab'le to 66 KV cun?ume.rs';
Instead of increasing the HT rebate to bring the tariff of HT consumers In::n; ;:::r ]
cost of supply as directed by APTEL, HT rebate shuuldhbe as 5’:Imwn in tu Assion
table in accordance with cost of supply and HT rebate is kept fixed at @ .d 1|.; p;,,.l
whereas it should increase as difference in cost of supply of 66 KV an

consumers increases.

Before issuing the tariff order for the F.Y 2021-22 reply from PSPCL was sought on
voltage rebate there reply was as under:-

Reply of PSPCL

; ' uction
"PSPCL would like to submit that an increasing *’f‘"“’FE ’Eb"ltf r“{r‘; ?::Jseerf:hate 2
in revenue, so it is requested that the while considering to fix the g

5

g Alaad
Bt
r-"""'r'
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' : ded by the

or on percentade B0 fff:T;gsr of i
c?;ﬂff;;'me commission may keep in the r?:liﬂd H.IE f;inun;f;ﬁm. ' reventie of
EHL DHEJW PSPCL IR e i fﬂm;.gﬂf}nﬁ;rirrfr other category will
' ye to more HT Rebate, then tarl ; 5

puvc. s recieed 18 compensate for the said revenue loss which may further

have to be increased to . ;
lead to disturbance of Cross subsidy levels.

tion with cost of supply

6 KV consumers should subsidize more to the other
s of general industry and

PSPCL reply means that 6
to the 11 KV consumer

category of consumers even
power intensive industry fed at 11 KV

it is already well known that the industry is already
categories of consumers. Here we want to put an
claim for higher H.T Rebate.

£

cross subsidizing the other
xample to substantiate our

For example:-
the other category of

Suppose the industrial consumers are subsidizing to
to the tune of Rs.1 per

consumers such as agricultural and domestic consumers
unit. Then the subsidy level for 66 KV consumers will be

Rs. 1+ 64-25= 1.39 per unit.

This difference is as per cost of supply worked out for the year 2019-20. Although
it will be much more in the year 2022-23 and 2023-24.

66 KV consumers should not be made to cross subsidize more to other catego ,;,F
consumers and even to general industry and power intensive units fed at :lj E If
the 66 KV consumers are given full rebate as per their cost supply th ;
increase the Tariff for other categories of consumers by mere fpp 1_.r then It may
per KWH which will not pinch other categories at all. airaction of 1 paisa

Hence giving a mere 25 Paisa/unit rebate t
S 0 66 KV consumers is unfair and unjust

PSTCL Reply:
Relates to PSPCL.

Scanned with CamScanner

Scanned with CamScanner



, Two part Tariff:=

Two part tarilf was introduced as few year back and it was said at the time of
introducing two part tariff that this is revenue neutral. There is no difference of
revenue for the DISCOM but it does not suits at all to the consumers. Therefore, it
d that PSERC <hould revert back to the single tariff as it is used to be

is rEqUEEtE
duction of two Part Tariff as DISCOM will earn same revenue as by

pefore intro
Two Part Ta riff.

psTCL Reply:

pelates to pSPCL.

The night rebate was introduced to encourage the consumers to consume more

glectricity during night as there is less demand during night hours.

it is worth mentioning that rebate as conveyed is @1.25 INR per unit but due to
cap imposed on Tariff, the actual effected of this rebate is only 14 t0 15 paise per
unit which otherwise should be Rs.1.25 per unit.

that the cap imposed for Tariff should be
d be at least Rs.1.25 per unit.

'F s Night Rebate on Tariff

The refers, it is humbly requested
removed and the effected rebate shoul

o PSTCL Reply:

Relates to PSPCL.

« Cost of supply for power intensive units:-

It is prayed that as the cost of supply for power intensive units is less and also the
Tariff for power intensive units is different from other categories of consumers,

the ms.t of supply for power intensive units should be separately calculated and
the Tariff for these consumers should fixed separately as per cost of supply.

PSTCL Reply:
Relates to PSPCL.

%
5 ;ﬂ'i'l-"-'-"t .
. __.-r""-'
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RON & STEELS PVT. LTD. g,
5

.-"'

b

Date:- 20.01.2023

The Secretary,

Punjab State Electricity Regulatory Commission

E!:TI ll'Lﬂ-E. Seclor 18-A,Madhya Marg,Chandigarh-160018,
: secre

rce ail.,

IN THE MATTER OF:

AGGREGATE REVENUE REQUIREMENT (AR _ o
PUNJAE STATE POWER NT (ARR) FOR THE YEAR 2023-24 FILED BY

CORPORATION LIMITED AND PUNJAB STATE
TRANSMISSION CORPORATION LTD {referred to as PSPCL and PSTCL)

AND

#’ In the matter of petition No. 74 of 2022 filed by PSPCL and 73 of 2022 filed by PSTCL
Respectively showeth,

Punjab state Electricity Regulatory commission (PSERC) has invited ohjection/comment
form the industry and other consumers on the ARR, submitted by PSPCL.

We Hansco lron & Steels Pyt Lid is 65 KV consumaers of PSPCL vide AIC No.

3002309530 situated at Jalalpur chowk, Mandi Gobindgarh. We submit our comments
as under;-

f * Return on Equity

1. The Then Punjab State Electricity Board (PSEB) was canstituted under Electricity
(Supply) Act 1948 as per which PSEB was to finance all ite Capital work thraugh
Loans only and interest on loan installments were recovered through Tariff. Loans
were given by GOP and lo escape the interest and installments payable to GOP,
PSEB got the loan(s) converted into equity of GOP in PSER.

2. PSERC issued first tariff order for the year 2002-03 which stated in Para 6.10 that
PSEB has been declared by GOP as a body corporate with a Capital of Rs.5 crores
with effect from 10™ March 1987 under section 124 of Eleciricity (supply) Acl1948
and converted Rs.1612 crores representing Government loans granted upto3/80
into equity during 1991-92 and Rs.1189.11 crores representing 50% of loans |
granted during 1990-91 to 1994-95 in 1996-97. The total State Government Equity
in PSEB is Rs.2806.11 Crores. Further no ROE was allowed In the tariff Order

Mirs. of : Alloy 5teel Ingots, Alloy Steels (Adamite) Rolls, 5.G. lron Ralls, Sieel Castings B 5.5, Castings in all grades

) Tel. @ + 901765258129 U7 100PRIOOSPTCOTIEYS
E (M) +91-T8373-00629 , +91-78373- 00539, +91-TEIFI-00229

= hms:mirnn{@ll;mail.l:um_ infofidhanico, in s weanarlsansoo. i s wenas sdamiterotls Lom QU TRADERARRS -

O 4E1TELY AN 150 9001:2015, 150 14001:2015 & 150 45001:2018 CEATITICD COMPANY HANSCO, HISPL
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2p02-03 to 2005-06 by PSERC and only 3% Return on NET Fixed assels were

allowed as per Supply Act 1948,

046.11 crore as on 2006-07 onwards on which

As is clear, Initial equity of Rs. 2
ra 4.15 of TO were loans of

ROE of Rs.412.46 Cr per year was allowed as per Pa
GOP camouflaged as Equity to get higher returns thro ROE.

_ On restructuring of PSEB into PSPCL and PSTCL on 16.04.2010, equity (in fact
loans) of Rs.2946.11 Crore was also distributed as per provisional FRP/Transfer
scheme as Rs.2617.61 Cr and 328.50 Cr and ROE was allowed separately as
Rs.366.47 Crand Rs.45.93 cr for PSPCL and PSTCL respectively.

_ While there is no objection on such conversion for accounting purpose but for fixing
tariff, apparently, there is no differentiation between loans given by Government of
Punjab to Board/PSPCL and equity. In fact, all the assels of F‘EEEIF‘EPGUF"ETGL
werel/are created by borrowing/debt and a part of it shown as equity of Board. This
evidently was done to help Discom to reduce its interest and repayment burden as
ROE/dividend is not payable under companies Act to GOP till PSEB/PSPCL is
running in losses. Thus a methodology devised to keep the tariff on lower side is
now being used to increase income of PSPCL by unduly loading the CONSUMers
and to meet the fina ncial losses due to inefficient woring of psPCL/PSTCL.

Consequently, the consumers of the State are burdened with the higher tariff in the
form of 15%-16% ROE on such amount, which is in fact @ government loan on
which not more than 7-8% interest needs to be allowed.

_ Subsequently, Financial restructuring Plan and Transfer scheme was finalized and
notified on 24.12.2012 by GOP. In this notification, an amol nt of Rs.3132.25 crore
standing in the books of PSEB on 15.04.2010 under the head “Consumer
Contribution & Govt Grant” elc Were also converied into equity of GOP and the
came was admitted by PSERC as well. Thus the equity of PSPCL were enh anced
from Rs. 2617.61 Crlo §081.43 Cr (Para 3.16 of TO 2013-14) and from 328.50 Cr

to Rs. 605.83 Cr (Para 3.10 of TO 2013-14) respectively. Thus {he total equity was
increased from 2946.11 Cr o 6687.26 cr.

_ The conversion of consumer contribution and Govt Gra nts/subsidies was appealed
by consumers in APTEL and APTEL directed PSERC to reconsider the issue vide
judgment Dated 17-12-2014 in Appeal No 168 and 142 of 2013 as under:-

'#E-w—-we‘dimc:f the State Commission fo adjust the excess amount
of ROE in the impugned order from the FY 2011-12 onwards in
the ARR/True up for the year to provide relief fo the customers.”
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50.3 The findings of this Tribunal in Appesl no.46 of 2014 shall
squarely apply fo the present case. The state commission shall re-
determine the RDE as per our direclions and the excess amount
allowed o the distribution licensee with carrying cost shall be
adjusted in the next ARR of the respondent no.2.

8. APTEL observed that the Govt can hold any amount as equity in PSPCL and
PSTCL but ROE needs to be granted on actually subscribed and paid up equity
only i.e cash money infused needs to be counted as equity for the purpose of
ROE. PSPCL has filled the Appeal against the order in Supreme court and stay

has been granted . Final order of SC is still awaited . however, because of stay
granted by the Supreme court, PSERC is granted ROE on Rs.6081.43 Cr o
PSPCL and on 605.88 Cr to PSTCL. The CAG also objected to the conversion of
non- interest bearing consumer contribution and Govt grants /subsides etc into

equity.

P 9. Subseguently, MOP ,GOP and PSPCL entered into an agreement as per which
PSPCL loans of Rs.15628.26 Cr were to be taken over by GOP by issue of SLR
bonds by banks and loans were to be taken off the books of PSPCL. UDAY
scheme ended on 31.03,2020 and PSPCL proposed in ARR 2020-21 to convert

the loan amount of Rs.15628.26 cr as GOFP equity in PSPCLi.e increasing GOP

equity from 6081.43 cr to 21709.69 cr. PSPCL claimed ROE on Rs.15628.26
@15.90% i.e Rs 2485 cr in addition to ROE of Rs.6081.42 crore. Thus by simply
maneuvering the entry of loan amount lo equity, PSPCL was to load consumers

by 3423 Cr. However, vide tariff order dated 28th May 2021 PSERC rejected the

proposal of PSPCL.

ﬁ 10.Inthe ARR of FY 2022-23 dated 30" November 2021 , PSPCL has come out with
an entirely new argument that out of Rs.15626.26 crore , Rs.2246.77 were spent
on capital expenditure and out of balance 13381.49 crore working capital loan ,
Rs.2346.19 crore were also divert towards capital expenditure Thus total Rs.4592
crore should be treated as equily and ROE should be now allowed on Rs.10674
crore (Rs.6081.43 Crore +Rs.4592 crore) inspite of the fact that PSERC and
APTEL have amply made clear that only cash flow is to be treated as equity for
the purpose of ROE MYT regulations provide that equity should be actually
infused for creation of useful assets. The claim of PSPCL was rejected the
PSERC and in the tariff order for F-Y 2022-23 ROE was allowed on Rs.6081.43
crore only.

Now in the ARR for F.Y 2023-24 dated 29.11.2022 PSPCL has again shown the
opening equity at Rs.10674 crore instead of Rs.6081.43 as allowed by the
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-

PSERC in previous Tariff order for the year 2022-23 . There are no details
available in ARR as to why the increased equity has been shown as opening
balance of equity while determining return of equity in the tarilf order .

The equity which qualify for ROE was determined only at Rs.6081.43 crores
only. There was no fresh flow of funds from GOP.
Therefore, this year also ROE should be allowed only at Rs.6081.43 crores only.

It is also worth mentioning that UDAY scheme was accepted by PSPCL, GOP and
central Govt . TPA was signed by above three parties and as per para 1.2 (d) of
the UDAY agreement in which 25% of the total loans will be converted into equity
of GOP and balance 75% will be given to DISCOM as grants . The para 1.2 (d)
in reproduced as under:-

“ The Borrowings made by the State to takeover DISCOM debit during 2015-16
and 2016-17 shall be utilized by Government of Punjab solely for the purpose
of Discharging the DISCOM debt and transfer lo DISCOM as a mix of grant
loan of equily as described in following lable:

Year Total Debt Taken | Transfer to | Transfer to Transfer to| Rs. In crores
Over Punjab Punjab Punjab Qutstanding state
DISCOM in | DISCOM DISCOM loan of Punjab
the form of | in the form | in the form | DISCOM
grant of Loan of equity
Year1 |50% of the total 10418.84 10418.84
debt
Year2 |25% of the total 5209.42 15628.26
debt -
Year 3 o 15628.26
Year 4 e 15628.26
Year 5 - 11720.26 3900.00

Erom the above chart it is quite clear that there is no justification of converting
loan of 15628.26 crore into GOP equity as at per Tripade agreement under UDAY
scheme . The only 25% loans should have been convert in GOP equity and
balance 75% was to be given as grant to PSPCL and PSTCL but converting entire
loans into equity of GOP is misconceived and is to load the consumers with higher
return on equity and higher tariff and this should not at all be allowed by PSERC.

+ Interest on loan capital:-

Under the head interest on loan capital at sub head 23.5 itis proposed in the ARR
as follows;-
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« 23.5 The interest on excezs ~guity treated as loan shall be served
at the weighted average interest rate of actual loan taken from the

lendors.”

But there is no justification al all o allow interest on the excess equity which can
not be treated as loan as there was no such provision in UDAY scheme which was
adopted by PSPCL , GOP_and MOP_and as per the UDAY scheme 75% of loans were
to be given as grant to PSPCL and PSTCL as explained in for para no.10. Therefare
the claim of PSPCL should be rejected on this account.

« Voltage Rebate to 661220 KV industrial consumer

HT rebate is granted in accordance with the Electricity Act 2003 providing that tariff should
ba in line with the difference of voltage wise cost of supply for the relevant voltage. Hon'ble
APTEL has also upheld this provision and voltage rebate was alsp granted to Punjab
?cunsumem in view of the numerous orders issued by APTEL in this regard. Due to the

difficulties in implementing voltage wise cost of supply based tariff, voltage rebale is given

to partially compensate such consumers. The difference in cost of supply for the

consumers connected at 66 K\ vis a vis 11 KV consumers as per previous tariff orders
Commission is extracted as under. ’

issued by the Hon'ble
Tariff order for Cost of supply Rs/Unit for Difference
the year &6 7V 11 KV industrial
industrial
2017 -18 6.32 594 0.38
2018-19 6.12 6.63 0.51
2019-20 6.22 6.86 0.64

As is evident, the difference in cost of supply is increasing over the years and is much
more than the HT rebale of Rs 0.25/unit available to 66 KV consumers. Instead of
increasing the HT rebate to bring the tariff of HT consumers in ling with cost of supply as
directed by APTEL, HT rebate should be as shown in the above table in accordance
with cost of supply and HT rebate is kept fixed al @0.25/unit whereas it should increase
a5 difference in cost of supply of 66 KV and 11KV consumers increases.

Before issuing the tariff order for the F.Y 2021-22 reply from PSPCL was sought on
voltage rebate there reply was as under:-

= maa e e
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Reply of PSPCL

- psPCL would like to submil that an increasing voltage rebate will cause reduclion in
revenue , SO it is nlalquesi'ed that the while considering [o fix the vollage rebale in
ca.:nmensurattnn with cost of supply or on percentage basis as demanded by the
objector, Hon'ble commission may keep in the mind the financial intercst of PSPGL
and allow PSPCL to recover legitimate cost claimed in the petition. If revenue of PSPCL
is reduced due to more HT Rebate , then lariff for any other calegory will have lo be

m_;mased to compensate for the eaid revenue loss which may further laad to
disturbance of Cross subsidy levels.”

PSPCL reply means that 66 KV consumers should subsidize more to the other category

f:rf consumers even to the 11 KV consumers of general industry and  power intensive
industry fed at 11 KV

Itis already well known thatthe industry is already cross sybsidizing the other categories

qui consumers . Here we want to put an example lo substantiate our claim for higher H.T
& Rebate .

For example:-

Suppose the industrial consumers are subsidizing to the other category of consumers
such as agricultural and domestic consumers o the tune of Rs.1 per unit . Then the
subsidy level for 66 KV consumers will be

Rs. 1+ 64 -25= 1.39 per unit.

This difference is as per cost of supply worked out for the year 2019-20.
g5 though it will be much more in the year 2022-23 and 2023-24.

66 KV consumers should not be made 1o cross subsidize more o other category of
consumers and even to general industry and power inlensive units fed at11 KV. If the
&6 KV consumers are given full rebate as per their cost supply then it may increase
the Tariff for other categories of consumers by mere a fraction of 1 paisa per KWWH

which will not pinch other categories at all .

Hence giving a mere 25 Paisalunit rebate 1o 66 KV consumers is unfair and unjust also.

« Two Part Tariff:-
Two part tariff was introduced as fewyear back and itwas said at the time of introducing

two part tariff that this is revenue neutral . There is no difference of revenue for the
DISCOM but it does not syits at all to the consumers _Therefore, itis requested that
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PSERC should revert back to the single tariff as itis used to be before introduch
two Part Tariff as DISCOM will earn same revenue as by Two Part Tarlﬁ.l .

« Night Rebate on Tariff

The night rebate mI-.-aa introduced to encourage lhe consumers O consume more
alectricity during night as there is less demand during night hours.

Iu is worth mentioning that rebate as conveyed is @1.25 INR per unil but due to cap
imposed on Tariff, the actual effected of this rebate is only 141015 paise per unit
which otherwise should be Rs.1.25 per unit,

The refers, it is humbly requested that the cap imposed for Tariff should be removed and
the effected rebate should be at least Rs.1.25 per unit

« Costof supply for power intensive units:-

o
It is prayed that as the cost of supply for power intensive units is less and also the

Tariff for power intensive units is different from other categories of consumers, the cost
of supply for power intensive units should be separately calculated and the Tariff for

these consumers should fixed separately as per cost of supply

« Prayer:-
It is humbly reques
finalizing the Tariff Order.

ted to please consider our submissions hefore

ﬁFﬂr Hansco lron & Steels Pyt Lid

Afﬂn»ﬂf C-fg’;?

cc: - Chief Engineer-ARR & TR, F-4, Shakti Vihar, PSPCL, Patiala
(E Mail: <ce-arr-tr@pspelin>)

e & Audit), 3rd floor, Shakti Sadan,

"~f Accounts Officer (Financ
a <fa@pstcl.org>

Opposite Kali Mata Mandir, pPSTCL, Patial
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PUNJAB STATE TRANSMISSION CORPORATION LIMITED
Regd. Office: PSEB Head Office, The Mall Patiala-147001,Punjab
Corporate Identity Number: U-“-ﬂ"ﬂgPEEU?EEGEUEEB'Id www.pstcl.or
(Office of Chief Accounts Officer (F& A), ARR Section)
3" Floor, Opp.Kali Mata Mandir, Shakti Sadan, Patiala,
Fax/Ph. No.0175-2790183 Email : fa@pstelorg

To
The Secretary,

Punjab State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018

Memo No. I 5% [CAO{FEANMYT-II
Dated: =)

| | ¢P-06)
Subject: Objections No.5 raised by HANSCO Iron & Steel Pvt. Ltd. in

Petition no 73/2022 of PSTCL.
' Rer: Your office E mail dated 28.01.2023

Vide email under reference your office has forwarded the objection
raised by HANSCO Iron & Steel Pvt. Ltd. on Petition no. 73/2022. Point Wise
reply to the objections raised is enclosed herewith for kind consideration.

DAS As above

~-

&)
O\
CC:™ M/s HANSCO Iron & Steel Pvt. Ltd. Jalalpur Chowl, Amloh Road, Mandi

Gobindgarh — 147301 (Punjab)
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Replies to Objection No.- 5 raised by M/s HANSCO Iron & Steel Pyt, |y

e Return on Equity

1. The Then Punjab State Electricity Board (PSEB) was constituted under Electricity

(Supply) Act 1948 as per which PSEB was to finance all its Capital work throuph
Loans only and interest on loan installments were recovered through Tariff. Loane

were given by GOP and to escape the interest and installments payable to GOP,
PSEB got the loan(s) converted into equity of GOP in PSEB,

2. PSERC issued first tariff order for the year 2002-03 which stated in Para 6.10
that PSEB has been declared by GOP as a body corporate with a Capital of Rs.5
crores with effect from 10th March 1987 under section 12A of Electricity (supply)
Act1948 and converted Rs.1612 crores representing Government loans granted
upto 3/90 into equity during 1991-92 and Rs.1189.11 crores representing 50% of
loans granted during 1990-91 to 1994-95 in 1996-87. The total 5tate Government
Equity in PSEB is Rs.2806.11 Crores. Further no ROE was allowed in the tariff
Order 2002-03 to 2005-06 by PSERC and only 3% Return on NET Fixed assets were

allowed as per Supply Act 1948.

3. As is clear, Initial equity of Rs. 2946.11 crore as on 2006-07 onwards on which
ROF of Rs.412.46 Cr per year was allowed as per Para 4.15 of TO were loans of
GOP camouflaged as Equity to get higher returns thro ROE.

4. On restructuring of PSEB into PSPCL and PSTCL on 16.04.2010, equity (in fact
loans) of Rs.2946.11 Crore was also distributed as per provisional FRP/Transfer
scheme as Rs.2617.61 Cr and 328.50 Cr and ROE was allowed separately as

Rs.366.47 Cr and Rs.45.99 Cr for PSPCL and PSTCL respectively.

5. While there is no objection on such conversion for accounting purpose but for
fixing tariff, apparently, there is no differentiation between loans given by
Government of Punjab to Board/PSPCL and equity. In fact, all the assets of
PSEB/PSPCL/PSTCL were/are created by borrowing/debt and a part of it shown as
equity of Board. This evidently was done to help Discom to reduce its interest and
repayment burden as ROE/dividend is not payable under companies Act to GOP
till PSEB/PSPCL is running in losses. Thus a methodology devised to keep the tariff
on lower side is now being used to increase income of PSPCL by unduly loading
the consumers and to meet the financial losses due to inefficient woring of
PSPCL/PSTCL. Consequently, the consumers of the 5tate are burdened with the
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appealed by consumers in AP

issue vide judgment Dated 17-
under:-

"4§-.we direct the State Commission 10 adjust the excess amount E:*frftgf ;n the
impugned order from the FY 2011-12 onwards in the ARR/True Up fo year o

provide relief to the customers.”
of this Tribunal in Appeal no.46 of 2014 shall squarely apply to
the present case. The state commission shall re- determine the ROE as per ou

t allowed to the distribution licensee with

directions and the excess amoun
carrying cost shall be adjusted in the next ARR of the respondent no.2. 4
8. APTEL observed that the Govt can hold any amount as equity in PSPCL and
pSTCL but ROE needs to be granted on actually subscribed and paid up equity onl
i @ cash money infused needs to be counted as equity for the purpose of ROE
PSPCL has filled the Appeal against the order in Supreme court and stay has beer
granted. Final order of SC is still awaited. however, because of stay granted by the
Supreme court, PSERC is granted ROE on Rs.6081.43 Cr to PSPCL and on 605.88C
to PSTCL. The CAG also objected to the conversion of non-interest bu;arini

consumer contribution and Govt grants /subsides etc into equity

50.3 The findings

9. Subsequently, MOP,GOP and P5SPCL en i .
PSPCL loans of Rs.15628.26 Cr were LmE ht: r;dl-::'ut?:::er:' ahi“i_s‘“-‘g':r;t MRES Th;i:
:ﬁ;‘:; ?}?;1 b;‘:';;ﬂ;;zg!an; were to be taken off the books of PSPCL,vUE;.L:’Es:hemE
amount of Hsr ISFE 4.3 and PSPCL Pm;jﬂsed in ARR 2020-21 to convert the loaf

. .26 cr as GOP equity in PSPCL i.e increasing GOP equity fram

L]
hﬂ,u-ﬂl..{,c {
—
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g cr. PSPCL claimed ROE on Rs.15628.26 si:'ru:lu'h,.r @15.90% I.E;
11?9?5 t ROE of Rs.6081.42 crore. Thus maneuvering the entry ©
Rs 2485 €7 in addmn:v DF CPEL Was o load consumers by 3423 Cr. However, vide
rariff orde

R of FY 2022-23 dated 30th nNovember 2021, pPSPCL has ct:_:rr_r;e cn:;
the A~H % w argument that out of Rs.15626.26 crore, Hs.Eldfi. "HllE
Wit E“m-Eh] ni enditure and out of balance 13381.48 crc-relwur'rung capital
Spn S ﬂpl;ag E:rgre were also divert towards capital expenditure Thus total
oa 1227 should be treated as equity and ROE should be now allowed :;2
B cmﬁ:e (Rs.6081.43 Crore +Rs.4592 crore) inspite of the fact that PSEI
Hsamﬁ;rifrl?awe anl1pll,r made clear that only cash flow is to be treated as eq'-“::l‘nf
andt:;., purpose of ROE MYT regulations provide that equity sh.uuld be a:;;:nz
E::used for creation of useful assets. The claim of PSPCL was re;ec;:d :::E ool
B and in the tariff order for F-Y 2022-23 ROE was sllowed on Rs.6081.43 C

10. In

Now in the ARR for EY 2023-24 dated 29.11.2022 PSPCL has again Eh:w:ségg
gpening equity at Rs.10674 crore instead of Rs.6081.43 as allnwed I:hl'y Lie e
in previous Tariff order for the year 2022-23. There are no details available in s
as to why the increased equity has been shown as upenlng hala[u:e of gqul y
while determining return of equity in the tariff order. The equity which gualify for
ROE was determined only at Rs.6081.43 croresonly. There was no fresh flow of
funds from GOP.

B Therefore, this year also ROE should be allowed only at Rs.6081.43 crores only.

it is also worth mentioning that UDAY scheme was accepted by PSPCL, GOP and
central Govt. TPA was signed by above three parties and as per para 1.2 (d) of the
UDAY agreement in which 25% of the total loans will be converted into equity of

GOP and balance 75% will be given to DISCOM as grants. The para 1.2 (d) in
reproduced as under:-

"The Borrowings made by the State to takeover DISCOM debit during 2015-16

and 2016-17 shall be utilized by Government of Punjab solely for the purpose

of Discharging the DISCOM debt and transfer to DISCOM as a mix of grant

loan of equity as described in following table:

Y

Bt
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—— = q wlier 1o Tty ™
Year Total Debt taken | Transler ) Wi i Punjab * (M I
D I:qul |“ I}I!TL:[}M I‘I“”J'I H pla U[”,,II 4
“ I . form of | DISCOM In | DISCOM Wty
in Tl"' (e farm the Torm F,“”' b,
113 _
g ol Loan of Equity “"atrj.,
|
el A18.84
Year1 | 50% of the total 10 m“lﬁ.h'
debt
Year 2 | 25% of the total 5209.42 1551-‘-:_&
| debt
Year 3 15624
| 156
Year 4 {2300y
Year5 | | 11720.26 | 3900.00
1

ere is no justification of conyepy;

From the above chart it is quite clear that th _
loan of 15628.26 crore into GOP equity as at per Tripade agreement under g

scheme. The only 25% loans should have been convert in GDP_ equity: and balap,
75% was to be given as grant to PSPCL and PSTCL but cunvert[ng ﬂIn[II'E- loans jry
equity of GOP is misconceived and is to load the consumers with higher return o

equity and higher tariff and this should not at all be allowed by PSERC. i

PSTCL's Reply:- i
it is submitted here that PSTCL has claimed Return on Equity as per Ragulatinnz'
of Punjab State Electricity Repulatory Commission (Terms and Conditions i
Determination of Generation, Transmission, Wheeling and Retail Supply Tarf

Regulations, 2022 as notified by Hon'ble Commission.

e Interest on loan capital:-

Under the head interest on loan capital at sub head 23.5 it is proposed in thehFﬁl

as follows:-
w33 5 The interest on excess equity treated as loan shall be served at the weightt

verage interest rate of actual loan taken from the lenders."”

But there is no justification at all to allow interest on the excess equity which ﬂ*'
not be treated as loan as there was no such provision in UDAY scheme whi:h:’;
adopted by PSPCL, GOP and MOP and as per the UDAY scheme 75% of loans ¥

\
s
Be o
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BN should be rejected on this account.

the claim ol psiCl

psTCL Reply::
Relates o psPCL.

Voltage Rebate 1o 66220 KV 1@!‘.@“___.—-| consumer :
et _. —i L e - L I ) t at
d in accordance with the Electricity Act EEI'DE; i;uw;:irlr;ﬁr i
tariff should be in line with the difference of voltage szﬁ“:is;:d Wﬁ:ge i
ape : has also upheld this provisio :
levant voltage. Hon ble APTEL . o
::15 also granted to Punjab consumers in view of the nun}emus nrders. ;;5.:.:-51: ﬂ\;
m.*TEI in this regard. Due to the difficulties in imptementfng voltage wi e rah
supply based tariff, voltage rebate is given to partially cumpensﬂa By
-gnsumers. The difference in cost of supply for the consumers connected a i
his 4 vis 11 KV consumers as per previous variff orders issued by the Hon
| Commission is extracted as under:

HT rebate is grante

— - -]
Tariff order for the r _ Cost of supply Rs/Unit for | Difference
year 66 KV industrial 11 KV industrial
2017-18 632 5.94 0.38
2018-19 612 - |b6ey | 0.51
2019-20 |6.22 6.86 0.64

-

As is evident, the difference in cost of supply is increasing over the years and is
much more than the HT rebate of Rs 0.25/unit available to 66 KV consumers.
Instead of increasing the HT rebate to bring the tariff of HT consumers in line with
cost of supply as directed by APTEL, HT rebate should be as shown in the above
table in accordance with cost of supply and HT rebate is kept fixed at @0.25/unit

whereas it should increase as difference in cost of supply of 66 KV and 11KV
consumers increases.

Before issuing the tariff order for the F.Y 2021-22 reply from PSPCL was sought on
voltage rebate there reply was as under:-

Reply of PSPCL

i‘PSPEL would like to submit that an increasing voltage rebate will cause reduction
iN TEVenue, so it is requested that the while considering to fix the voltage rebate in

it
.-_____..-""'_
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ntage basis as demany
commensuration with cost of supply or ;]-nfﬁ:i::nd tgﬁE' financial f-"ifE.ru‘.‘ﬂ:E;:l F{ b
objector, Hon'ble commission may Keep lgimed in the petition. If re,, "

Himate cost ©
ond allow PSPCL to recover legitimd i for any other e,
PSPCL is reduced due to more HT Rebate, ther mrf;iue m:; wh;mc,feg"‘"f ",
have to be increased to compensate for f{:ﬁ' said € WV fury,
lead to disturbonce of Cross subsidy levels.
umers should subsidize more to th, dik

PSPCL reply means that 66 KV cons mers of general industr,

category of consumers even to the 11 KV const
power intensive industry fed at 11 KV
ady cross subsidizing the Oth

It is already well known that the industry is alre -
put an example to substantiz. P

categories of consumers. Here we want 1o
claim for higher H.T Rebate.
8

For example:-
Suppose the industrial consumers are subsidizing te the other Category

consumers such as agricultural and domestic consumers to the tune of Rs.1 pe
unit. Then the subsidy level for 66 KV consumers will be

Rs. 1+ 64-25= 1.39 per unit.

This difference is as per cost of supply worked out for the year 2013-20. Althoy;
it will be much more in the year 2022-23 and 2023-24.

66 KV consumers should not be made to cross subsidize more to other category
consumers and even to general industry and power intensive units fed at 11 Kv.¢
the 66 KV consumers are given full rebate as per their cost supply then it ms;
increase the Tariff for other categories of consumers by mere a fraction of 1 pais

per KWH which will not pinch other categories at all.
Hence giving a mere 25 Paisa/unit rebate to 66 KV consumers is unfair and unjust

o

also.

PSTCL Reply:
Relates to PSPCL.

Tl .
—
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L Two Part Tariff:-
and it was caid at the time of

if that this is revenue neutral. There is No difference of

it does not suits at all to the consumers. Therefore, it
le tariff as it is used to be

rn same revenue as by

ntroduced as few vear back

Two part tariff was i

introducing two part tari
revenue for the DISCOM but :
is requested that PSERC should revert back to the sing

hefare introduction of two Part Tariff as DISCOM will ea
Two Part Tariff.

PSTCL Reply:
Relates to PSPCL.

¢ Night Rebate on Tariff

B The night rebate was introduced to encourage the consumers to con
electricity during night as there is less demand during night hours.

sume more

It is worth mentioning that rebate as conveyed is @1.25 INR per unit but due to
cap imposed on Tariff, the actual effected of this rebate is only 14 to 15 paise per
unit which otherwise should be Rs.1.25 per unit.

The refers, it is humbly requested that the cap imposed for Tariff should be
removed and the effected rebate should be at least Rs.1.25 per unit.

'F'ST{' L Reply:
Relates to PSPCL.

* Cost of supply for power intensive units:-

It is prayed that as the cost of supply for power intensive units is less and also the
Tariff for power intensive units is different from other categories of consumers
the cost of supply for power intensive units should be separately calculated :JI
the Tariff for these consumers should fixed separately as per cost of supply "

PSTCL Reply:
Relates to PSPCL.

‘Euﬂl""‘"‘:* P
_.—-'-'.-.-.-F
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PAICAOIFEAIPSTCL
Dated.. =),

Thie Secrelany Dated : 30v01/2023

Punjab Stapé Electricity Regulatory Commissian, bt
Pt Mo 3 Secler 1544, Madhya Marg, Chandigarh-160 018, !

<gsecrajrypsercchi@gmail.com>

of 2021-22, Annual Performance Review for the year

Subject: Petition for True Up
3" MAYT period 0f2023-24 to 2025-26 filed by Punjab

2022-23 and Projection for the
State Transmission Corperation Limited (PSTCL).

Sir,

Punjab State Electricity
comments from the Indusiry and other categorie
ubmitted by PSTCL.We, Mis MandiGobindgarh Induction Furnac

is on the subject cited Petition submitted by PSTCL as under.-

% PSTCL was constituted in 4/2010 as successor company to the then PSEB o
look afier transmission assels and since then Transmission losses for PSTCL system
were being assumed as 2.5% on nolional basis as boundary metering scheme was
under implementalion. In the ARR 2017-18 for MYT period 0f2017-18 to 2018-20,

* Keeping in view the large scale varialions and data being yet to be firmed up, Hon'ble
Cammission erdered that for the MYT period 2017-18 to 2018-20, the Transmission
losses shall be 2.5%, 9.40% and 2.30% for FY 2017-18, FY 2018-1% and FY 2049-20

respectively which will be revieweditrued up for FY 2017-18, FY 2018-19 and FY 2018-
20, on the basis of stabilized transmission loss data for full year.

In the ARR for 2018-19, PSTCL submitted the Transmission Less of 2.80% for 2017-18
and 2.60% for 2018-19 for approval. In the Tariff Order for 2018-19, Commission
decided in the TO that although PSTCL has completad Intra-State Boundary melering
cum Transmission Level Energy Scheme, the dala is yet 1o be stabilized. The Capital
Investment Plan as projected fasked for by PSTCL since last many years is being
approved almost as per the projections made by PSTCL. As such, the Commission

Regulatory Commission (PSERC) has invited chjections! g
s of consuimers ¢n he ARR for 2023-24 '1?'3
g Association submit \ ¥

W

-
i commen

8%y

1
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provisionally retained the transmission loss level at 2.50% for FY 2017-18 and 2.40°%
for FY 2018-19, as approved in the Tariff Order for FY 2017-18.

In the ARR for 2019-20, Transmission loss of 3.12% (actual), 2.80% (RE) and 2.70%
(Proj) for 2017-18, 20418-19 and 2019-20 respectively were submilted for approval of
PSERC. Hon'ble Commission afler analysing the data decided that the actual
transmission losscould not be assessed in the absence of truly stabilised data. As such,
theCommission retained the transmission loss at 2 50% for 2017-18 and increased the
transmission loss level to 2.5% for 2018-18 as well as 2019-20 and decided that it
would re-visit the transmission losses on the basis of stabilized transmission loss data
for the full year during true up for these years.

Continuing with its earlier approach to get higher ARR initially and then projecting Profil
and increase its equity, in its ARR for the last year i & 2018-10 (True up), 2019-20 (RE(
and Projections for MYT Control Period FY2020-21 to 2022-23 submitted Transmission
Loss as 2.86% as per Actuals for 2018-19 and 3% for 2019-20 to 2022-23 for approval.
Hon'ble Commission ordered in TO 2020-21 that due to change in calculation
melhodology and the true picture of losses for the whole year being not yet available,
iransmission loss level of 2.50% is approved for true-up of FY 2018-19, Also for RE_of
2019-20, the loss level of 2.5% is provisionally relainedwhich shall be revisiled based
on the dala of aciual losses for the full year during the True Up of the year. Regarding
Projections far MYT period FY 2020-21, 2021-22 and 2022-23,_as per Business Flan
Order Transmission loss trajectory of reduction of 0.02% every year for 2nd MYT
Control Period is approved. The Commission stated that the Transmission losses for the
Control Period shall be specified accordingly on the basis the aclual losses for FY 2019-
20 and since the the aclual losses of FY 2019-20 were not available and accordingly,
based on the transmission loss lavel of 2.50% approved for FY 20198-20 in this Tarift
Order, the Commission decided to provisionally set the trajectory in Table B3 for 2m
MYT periosd as 2 48%. 2.46% and 2.44% for FY 2020-21,2021-22 and 2022-23
respectively.
In the ARR for 2021-22, PSTCL submitted the actual Transmission Loss as 2.217% Ifur
2019-20 and 2.143% for first 6 months of 2020-21. However, in-spite of actuals being
available PSTCL still proposed to retain the trajectory levels of 2.48% andli.qﬁ% for
2020-21 and 2021-22 respectively. Hon'ble Commission decided in the Tarifi order as

under:-

True up for 2019-20
3.3.5 The Commission has ohservad that PSTCL has revised the methodalogy of
calculating the percentage of iransmission losses from gross inpuﬂcrmpul of energy o
net input/oulput of energy. The absolute value of lransmission loss is 1385 MEWH

though the percentage has gone [o 2.69%.

2

Scanned with CamScanner

Scanned with CamScanner



3.3.6 For frue up of FY 2019-20, the Commission approvos lransmission loss af 1285
MiWH and 2.69% of lransmission loss.

RE for 2020-21 and Projeclions for 2020-21 and 2021 -22

4.2.7 The Commission observes that the aclual Transmission loss repored by PSTCL W
December of FY 2020-21 amounts lo 2.47%. Since losses in the lean months (Jan-
March) are observed lo be comparalively higher, the Commission decides 1o
provisionally retain the transmission loss lovel at 2.48% and 2.46% for FY 2020-21 and

ved in the Tarilf Order of FY 2020-21. The

EY 2021-22 respeclively as appro
Iransmission losses for FY 2020-21 shall be revisited based on the dala of aclual losses

for the full year during the True Up of the year.

PSTCL proposed actual transmission loss of 2 50% for 2020-21 against approved Loss
of 2.48%, actual loss of 2.16% for H1 of 2021-22 and projected loss levels of 2.46% and
2.44% for 2021-22 and 2022-23 respectively as per trajectory. Hon'ble Commission

approved the Transmission Loss as under:-

True Up of 2020-21

236 The Commission observed lhat the Acl
pPSTCLis 2.50% (1329.22 MkWh) whereas
thaTransmission loss of 2.48% for FY 2020-21.

2 3.0 Thus, the Commission disallows an amoun! of Rs. 2.78 Crore as losssharing by
PSTCL on account of under-achievement of Transmission Losslrajectory specified by
the Commission. Since the amount disallowed is lessthan the RoE eamned by PSTCL in

EY 2020-21, the entire amount of Rs. 2.78Crore is disallovwed.
2310 For True-up of FY 2p20-21, the Commission approves the transmission lossof
1319.36 MkWh which is 2.48%.

AFR for 2021-22 and 2022-23
331 The Cammission, in the MYT Order for snd Conirol Period, had

pmﬁsﬁaﬂﬂﬂypmjeﬂed the Iransmission loss of 2.46% for EY 2021-22 and 2.44% for FY

2022-23
3.3.4 The Commission

ual Transmission loss submitted by
the Commission has approved

observes that the aclual Transmission loss reported by PSTCL Ll
September of FY 2021-22 is coming fo 2 18%. Since losses in the lean months (Jan-
March) are observed lo be comparalively higher, the Commission decides lo relain the
transmission loss fevel at 2 46% and 2.44% for FY 2021-22 and FY 2022-23 re speclively
as approved in the MYT Order. The {ransmission lossesfar FY 2021-22 shall be revisited
based on the data of aclual losses for Ihe full year during the True Up of the year. for FY
2021-22 shall be revisited based on the data of actual losses for the full year during the

True Up of the year.

As is evident from the above
and actuals since the commissioining ©
the year 2017-18 had to be revised an

ariations in the projections
in fact the trajectory setin
visibility of any

discussions, there are wide v
f Boundary Metering.
d since then, there is no

3
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nffirmness in the Transmission loss levels and its reduction despite the requiiste
eapital investments. It is evident that gither this is being done intentioally to claim higher
ARR and then show profit or there are some areas where the PSTCL neads 1o faous
PSTCL has never came out with any studyfanalysis on such irregular pattemn

PSTCL in its current ARR has claimed Transmission Loss of 2.31% (True up) against
trajectory loss of 2.46% in 2021-22 and 2.11% (Actuals) in H1 of 2022-23. Further, a3
per the practice being adopted in previous years, PSTCL has projected loss level of
2.50% each for MYT period. .

Though PSTCL has not offered any reasons for such wide variations in the past
commissioning of Boundary metering but has quickly claimed benefit of Rs 16,29 crore
for Lower transmission loss in 2021-22 based on provisional trajectery adopled by the
Commission which are required to be revisited as per Commission's own orders.

The implementation of SAMASAT scheme is again delayed and now it is stated to be
targetted for commissicining in H2 of 2023-24. There is huge difference of power showun
as injected in Distribution system by PSTCL and the figures of power received by

PSPCL in its ARR as indicated in deficeiency statemenets.

We therefore request that, the provisional trjectory may be revised based on acl
performance of

palter

since

uals

We request the Hon'ble Commission that keeping in view the poor
PSTCLand due to low transmission loss as per actuals, Transmission Loss level be
approved as per lrajeclory or actuals whichever is lower for these years under
consideration since this is a Controlable element of tariff as per PSERC MYT
Regulations and boundaty metering has already been commissioned in 2017-18 though
after 8 long years since PSTCL's formation and5 years have passed since melers are in

place and further, capital expenditure is being approved as required by PSTCL. The
claim of incentive for true up be rejected and the 2.5% loss projected for MYT peried

may be reduced drastically.

revisiting the provisional loss levels approved by the Hon'ble
Commission since 2010-11 and grant relief to consumers.Consumers were made liable
for coal washing charges of PSPCL alongwith interest for previous period and on the

same principles, they are entitled o relief on this count.

2, Equity and Return on Equity
first tanff order

A)  The equity of GOP in the then PSEB was Rs 2806.11 Cr as per

issued by PSERC as under:-

6.10. EQUITY AND RETURN ON EQUITY |
The Govenment of Punjab has declared the PSEB as a body corporale with a

Capital of Rs. 5 crores with effect from 10th Mach 1987 under Section 1?A.ni’
Eleclricily (Supply) Acl 1048 and converted RS 1612 crorés representing

We also request for

4
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Government loans granted uplo 3/90 inlo equily during 1991-92 and Rs.1189.11
crores representing 50% of loans granted during 1990-91 to 1994-95 in 1596
97 The lolal Stale Government Equity in PSEB is Rs.2806.11 Crores

it is eveident that this equily (Except of Rs 5 Crore initial capital) was only and only by
conversion of GOP Loans. However no ROE was provided on the same in Tarff Order
2002-03 and after till 2005-06 by this Hon'ble Commission under Electricity Regulatory
Commissions Act, 1998 and Electricity (Supply) Act 1948 and only 3% Return on Net
Fixed Assets were allowed. The GOP loans given to.the then PSEB were got converted
into equity on different occasions by the then PSEB management(s) to reduce loan
liability in its Books and {o escape liability of payment of Interest on such loans and loan
installments lo insulate consumers from increase in fariff prior to sefting up of
Regulatory regime.Return on Equity of Rs 412.46 Cr per year was allowed only from

2006-07 onwards as per Para 4.15of TO.

f PSPCL and PSTCL on 16.4.2010,provisional FRP and transfer scheme
g equity of 2846.11 Crwas divided into

ar PSPCL and 328.50 Cr for PSTCL
Cr and Rs 45.99 Cr for PSPCL and

On formation o
was issued by GOP as per which the then existin

two successor entities as Rs as Rs 2617.61 Crf
and ROE was allowed separalely as Rs 366.47
PSTCL respectively.
GOP finalised FRP and Transfer =cheme and notified the same on 24.12,2012 as per
which an amount of of Rs.3132.35 crore standing in the books of PSEB on 15.4.2010
under the head “Consumer Contributions & Govt Grants" and some other amounts was
also converted into equity of GOP and the same was admitted by PSERC as well. Thus
the equity of PSPCL was enhanced from Rs 2617.61 Crio 6081.43 Cr (Para 3.16 of TO
2013-14) and of PSTCL from 328.50 Crto Rs §05.83 Cr. (Para 3.10 of TO 2013-14).
Thus the total equity of PSTCL was increased from 328.50 Cr to 605.83 cr.

PSTCL has been proposing funding of Capital Expenditure with normative 0% equity
and 70% funding in the ARRs starting from 2017-18 by manipulating MYT regulations
though ARR figures clearly show that PSTCL is fundingthis equity contribution through
loans or alleged reinvestment/redeployment of “Return on Equity” (read “Profit’)of the
previous period. Itis being pointed out that this ROE belongs to the GOP to which this

equity belongs. Further, the issued and subscribed share capital as on 31.3.18, 31.3.19,
ained same ie. Rs 605.88 Cr in the Audited Annual

31.3.20 and 31.3.2021 rem

Financial Statements of the respective years attached with ARRs and the same equity
of Rs 605.88 Cr is appearing in the Balance Sheet ending 31.3.2022 enclosed with the
current ARR. Thus neither there was any investment in equity nor equity shares were

issued to GOP.The Profit and Loss statement and paid up equity for these yearsas per
audited Balance Sheet supplied with the ARRs indicated that PSTCL incurred nel

profitlossin Rs Crsince its incorporation are as under.-
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Year Amount of Equity | Profit{Loss)
2017-18 | 605.88 4.03
2018-19 | 605.88 (B.23)
2019-20 | 605.88 (34.96)
Eﬂlﬂ-?l_ G05.88 20,66
2021-22 | 605.88 216.47

There are no free reserves as per Annual Financial Statements. No liability of Income

tax is sl_u.w.rn since cumuklatively PSTCL is still under loss.Further, no dividend has
been paid back to GOP for holding equity in PSTCL.

Inspite of objections of stake holders, tariff order 2019-20 revealed that Hon'ble
Commission allowed addition in equity of 95.92 Cr (30% of capex) in True up of 2017-
18 raising the equity of GOP from 605.88 Cr to 702.80 Cr without any cash flow. The
amount was further revised to Rs 705.71 Cr subsequently. This was clearly wrong as
the amount was not invested in cash by GOP and funding was through redeployment of
profit of Rs 4.03 Cr earned during the yearand balance thro’ loan based on the trued up
capex. In fact the entity was in loss cumulatively and it can nol redeploy even this Rs
4.03 Cr and loans can not be redeployed as equity. It is evident that the syslem was
being mis-utilised by the Licensee to eamn about 7% of difference of interest rate of loan
(6 to 8%) and ROE rate of 15.5%. ROE could be retained by a company to meet losses,
if in loss or to pay dividends, if in profit. Accepting the sentiments of consumers, similar
demand in true up of 2018-19 seeking equity addition of 73.58 Cr was rejected by
PSERC and ROE of Rs 109.38 Cr was allowed in TO 2021-22 for all the three years of
2018-20 (TU) and 2020-21 (RE) and 2021-22.

In the true up of 2020-21, PSTCL again raised demand for addition in the equity based
on the redeployment of profit of Rs 20.68 Cr and increased equity from 705.70 Cr to
796.38 Cr.This has been alowed in the True up of 2020-21 in the Tariff Order 2022-23
inspite of objections of the stake holders It is submitted here that the Balance sheet
now attached with ARR indicated the profit of Rs 17.43 CR for 2020-21 whereas

Hon’ble Commission has allowed equity addition of Rs 20.68 Cr,

Now in the present ARR, PSTCL has again adopted the same methedology and
claimed deployment of Rs 77.31 Cr as equity out of profit of Rs 216.48 Cr for the true up
of 2021-22. As is evident, the profit earned is being retained by PSTCL and not being
paid back to GOP as dividend, whole of the finacing of capital works is through loan with
interest rate of 8-9%. It is also worth noting that no equity has been actually allotted to
GOP, the owner of PSTCL.In this regard we exiract the relevant Regulation 18 and 20
as under:-
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20, RETURN ON EQUITY

Roturn on oquily shall by compulad al e ot rale o 15.5% for hermal generating
stalions, TransmissionLicensee, SLDG and run of the river hypdro generaling etations
ond al the base rale of 16.5% for theslorage lype hydro gencrating slalisas and run of
river genaraling stalions wilh pondage and 16% furDisinbution Licenses on the paid up
equily capital delermined in accordance with Requlalion 19;

19, DEBT EQUITY RATIO

19.1. Exisling Projecls - In case of the capital expenditure projects having Commercial
Operation Daleprior lo the offective dale, the debl-aquily ratio shall be as allowed by the
Commission for determinationof tarilf far the period prior to the effective date:

Provided that the Commission shall nol consider the increase in equity as o resull of
revaluation ofassels (including fand) for the purpoze of compuling return Gn equily.

19.2. New Projecls — For capilal expendilure projecls declared under commerciel
operalion on or afferthe elfeclive dale:

(a) A Normative debt-equily ralio of 70:30 shall be considered for the pumpese of
determination ofTarill; .

(b) In case the aclual equity employed is in oxcess of 30%, the amount of equily ;ZETIE
purpose oftarilf determination shall be limited lo 30%, and the balance amount $
considered asnormative loan;

(c] In case, the actual equily employed Is less than 30%, fho actual debt-aquity

ratio shall beconsidered; 5 .
j ] Applicant while issuing share cap
a mium, i any raised by the . i
Er?m:;ﬂmerﬂr:ﬁmrzma! accruals crealed out of free resenve, ﬂralﬂ also be FEE-:D.I'FEI'E_i as : ;r:'
up capital for hepurpose of computing refurn on equity subject to the normalive 02

Equ?d;:;‘ﬁ.:u‘;f:ﬁium amount and internal accruals are aclually utiized for meeling
prav

capitalexpenditure of the Applicanl’s business.

Thus the trued u deployment of Profit as equity for the purpose of ROE in spite

i is totall
i up equity capital remains same | .
of _sbove rovisions when-pale capital remains same, No addition of

un]uali[md and as long as paid up equity cap

equity can be allowed as per Requlations.

- it has
'\ is also strange that PSPCL is bearing the total :"F‘:;d“‘imff;t:ﬁ:ﬁ"mi; i
i for 2021-22 out ©
e ioeome of Rs 42 Cr as other income _ . Rs 2165
EEQEI:-&I? l:;:.rauer the profit shown for 2021-22 as per audited sl?tern';ei?:fiir :u21-12
E: ::m irlt:::rme of Rs 1514 Cr and on paid up equitg of Rz :igfgﬁﬂﬁ_m
rned and as 323.7<40
works out as 14.3% on revenue ea

a un m n has
i I : d Etl_E.' n :

ppening when PSPCL Is running in losses and P. ET_ELs boundary o ';:I X

:'tlerl'l_.f flaile-:i and state energy account is still not being issued by ﬁLDG is evident

i i imed initially
that ARRs of the Licensee are inflated and higher expendilure 1S being claim
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.1 ARR whereas actual expenditure at the time of preparing annual finasial st
ig [285.

\Ve also submit that total equity of PSTCLexcepl Rs § Cr capital granted initizlly be
withdrawn since there is no cash flow from GOP and all the amaunts shown sre e
jpans taken at 7% to 12% while consumers are being made to pay 15.5% 10 16 5%
ROE on the same. The case of consumer contribution and GOP grants congered e
equity through FRP/Transfer scheme is even more worse for consumers sinoe s
amounts were not bearing any inlerest but afler conversion into equily, PSTCL ard
PSPCL have slarted earning ROE of around 16% on the same since 16.4.2010 which is
nothing but fleecing of the consumers by wrongly interpreting the Requlations. Electizty
Act 2003 casts a duty on the SERC to protect the interest of consumers ax vl

B)  Hon'ble Commission lowered the Inlerest on Security (Consumpting of
consumers from SBI rate plus 2% to RBI rate lo lower the ARR of PSPCL though tos
interest was ultimately paid upfront by consumers in tariff and received back at the clase
of year. However, here PSERC has allowed PSTCL to earn ROE merely by relocating
the figures from Loan to equity and this amount is not only being retained by PSTCL far
meeting unapproved expenditure without regulatory scrutiny but also being redeploysd
for funding equity.

C) It is also submitted that the ROEon Consumer Contribution and GOP Grants iz
was challenged before APTEL by some consumers which has decided interalia that
GOP can hold any amount of equily in the Licensee' capital funding but ROE can te
given only on the amount duly subscribed (in Cash) and for which shares are duly
issued. The order has been challenged by PSPCL and GOP in Supreme Court and Stay
has been granted but the final decision on the same is yet to come. The conversicn s
also objected by CAG in their audit reports holding that the conversion is against the
financial principles.
3. It is also added here that Forum of Regulators constituted a sub group for study
of ways to reduce retall tariff and a report was prepared on "ANALYSIS OF FACTORS
IMPACTING RETAIL TARIFF AND MEASURES TO ADDRESS THEM™ (2020).
Incidentally, ex Chairperson, PSERC happened to be chairperson of the Sub Grous
which prepared the above said report and Staff of this Hon'ble Commission may b
aware of the same. The report analyzes the mechanism of the tariff fixation in detail and
need for bringing modifications to make it more relevant and reduce the power tarii in
different states. In para 2.1.3 of the report, which deals with fixed cost related factors, &
is mentioned that
“A comparison of the RoE allowed by different States for generalion, lransmissicn
and istribution revealed that the posi-tax RoE has been in the range of 1456 - 165
An analysis was also made regarding the prevailing cost of debt and it was found
that the lending rate has been on the lower side for quite some time. Whi'z thie RoE

g
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hos an element of risk premium, the daig I

: : i lysis revaal
reconsidering the RoE kee analysis revealed
yeor G-Sec ral. DG in wiew the prevailing prime lend; ng

Further, on Relurn on Equity, The sub group h
Gl p has slaled :
4.1.1, which is reproduced below: on page 22 of the report in para

4.1.1. Relum on equity aliowed to Generalion/
needs to be made more realisiic and af

0 RoE for generation ang lransmission
(average rate for the previous 5 ye

the noed for
rale and 10 -

Transmission and distribution companies
par with inferes! rales,

should be linked to the 10 year G Se ratn
ars) plus risk ' 2
may be decided by appropriale C 'E‘EI:::. premium subject lo a cap as
0 Fsu:nfedvmumcﬂm:é;: ;ﬂf could be fixed based on the risk premium assessod by the
. Income lax reimb ;
compaonent only. ursement should be limited 1o the RoE

0 Performance of Disiribution licensees has a significant impact on retail tariff for the
consumers. Therefore, there is a noed lo link recovery of RoE with the

performance of the utilities, based on the indicators such as supply availability,
nelwork availability, AT&C loss reduction®.

Hon'ble Commission is requested to implement the above recommendation at the
earliest and reduce the rate of ROE to prevailing interest rate only as there is no risk
factor involved and Hon'ble Commission is allowing the justified revenue as per MYT

regulations, Further, all the equity shown in the books is either loan or consumer
contribution etc.

3. It is also submitted that Forum of Regulator has carried out a Study on Evolving
Principles of Depreciation for Distribution Assels and Operaling and Financial norms.
One of the recommensation of FOR Is as under:-

The SERCs may conlinue lo use RoE based margin delermination. This will be
depandent on availabilily of adequale and accurale data from the uvlililies. Furfher, the
SERCs may cary oul delailed diligence of exisling performance paramelers and lix
suitable limils of parformance paramelers for defermination of ROE. As the adoption of
smart melers increoses, the implementation of Consumer Righls (Rufes) becomes
easier. To achieve this, the SERCs may develop a roadmap for gradual Iransition info
consumer level performance indices. Simultaneously, SERCs may phase out RoE based

distribution margin and relaln only consumer lovel performance paramelers as a
mechanism for rewards/penallies

This also equally applies to Transmission segement also and need 1o be implemnted.

4, As per Balance Sheet for 2021-22, PSTCL has Other Equity (Reserves and
Surpluses) of Res 2444.75 Cr (Previous year 222565 Cr as per balance sheet now
supplied and Rs 2232.89 Cr as per balance sheet supplied last year) and Equity of Rs
605.88 Cr. which works out to 4.04 times the equity amount. Consumers are being
made to pay 15.5% ROE on the equily amount whereas Reserves and surplus are not
earning any revenue for PSTCL or the consumers. Therefore, PSTCL should explore

9
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jquidation of some portion of equily back to GOP so that the burd i
and Tariffs could be lowered, en of ROE is reduced

5. Tolal Transmission Capacity in MW worked out by PSTCL -
rabulated as under ¥ as per formal T-22 is

u_|‘|"'EﬂF As per ARR 2022-23 As Per ARR 2023-24 | Max [Elnmar-a-cﬂ
!_3020-21 13152 13148
1202122 | 13955 13234 | 13431/15336
2022-23 13540 13456 14311
2023-24 14340 N "
2024-25 15180 ) _I'l
2025-26 15230 l

However, the capacily in Punjab SLDC web sile under Availability Tab is 14590 MW as
on 30.11.2022. Thus with projecied demand of around 14600 MW and transmission
capacity of 14340 MW, the state is headed for power cul in 2023-24. Moreover the new
capacity additicn of 900 Mw and 600 MW in 2023-24 and 2024-25 respectivel will be
largely solar and wind power which is infirm power.

B. The total contracled capacity of PSPCL in the year 2023-24 is given as14340
MW in Table T 22. However, transformation capacily of PSTCL on 31,3.2023 is 41500
MVA which is 2.9 times the peak demand of 14311 MW met so far The capilal
investment plan of PSTCL need to be reviewed and it should be commensurate with the
reduction trajectory of Transmissicn loss 1o give relief o consumers, PSTCUSLDC may
also be directed to carry out TTC and ATC sludies for Ihe slale system 1o determing the

safle transfer capacity and publish it on web sile.

8. As brought out in Para 2.5.1 and 3.7.2 of current ARR,PSTCL has some
reservalion on net or gross employee cost for calculation of Employee cost. PSTCL has
worked out the Employee Cost on net basis. However, PSPCL has not raised any such

eneration, Distribution and Retail Supply ARR. This issue was also raised

issue in its G
was not agreed to by PSERC and as

by PSTCL during previous years also but
submitted by PSPCL in these paras of AR R.
021-22 as Rs 582.63+10.90= Rs.503.53

PSTCL has claimed Employees expenses for 2 ;
Cr as per Format T1 whereas in the Balance sheet, the Employee hune.in Expgnsnﬁ

have been audited as Rs 556.10 Cr. It is evident {hat Pay as you Go principle 13 not
being followed by PSTCL. Moreover whoreas MYT regulation 2019 stated gl[i;;; ?ﬁii

oxponses will be worked out on normative basis, the MYT re ulations . s
in Note 3 below mg_ghﬂnn _g51|1;“ it will be on normalive or actuals whichever 1%

10
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RC is requested to impl i
: ﬂﬁgﬁi b ;;:_1 ppeesl implement MYT regulations Further, matter needs to be
.PEELE :

tis also submitted that ﬂun'hle Commission should also file SLP's in Hon'ble Supreme
court in cases where its orders are reversed by APTEL as is being done by the
psPCLIPSTCL who are approaching Supreme Court against PSERC.

40. Year wise Non-Tariff income figures in Format T28 andT-1for all yearsand
ﬁgurEs-"ﬂﬂT.l':’.E in Para 2.14 and Table 56 of para 3.13 of ARR need to be checked
critically with reg_ard to Non Tariff Income not considered for the purpose of ARR.
Fu rr.herl, Non-Tariff Income for H2 of 2023-24 aand MYT period need to be increased on
normative basis.

~ Licenses has io understand that the exercise of ARR and determination of tariff is not
an exercise to recover each and every expenditure from the consumers but only
legitimate and justified revenue requirement as permissible under MYT regulations.
PSTCL has to realise that the ultimate tariff payable by consumers cannot be increased
infinitely and it has to be competitive with regard to neighbouring states.

We request the Hon'ble Commission to allow only prudent costs and revenue
requirement strictly in accordance with MYT regulations.

We also crave leave of the Commission for submitting any additional
observation/comment at a later date and at the time of hearing. We further request for
condoning the delay as We have filed the comments in one month.

vours faithfully,

b
( MOHINDER GUPTA)
President

CC: Chief Accounts Officer (Finance & Audit), 3rd floor, shakti Sadan,Opposite Kall
Mata Mandir, PSTCL, Patiala<fa@pstcl.org> / _
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5= RPSLC sTt:l

PUNJAB STATE THAHSMIEE]GH Eﬂ RPORATION LIMITED
Regd. Office: PSEB Head Office, The Mall Patiala-147001,Punjab o
Corporate Identity Number: U40109PB2010SGC033814 (www.pstcl.org)
(Office of Chief Accounts Officer (F& A), ARR Section) 3
3" Floor, Opp.Kali Mata Mandir, Shakli Sadan, Patiala. ;
Fax/Ph. No.0175-2790183 Email : fa@pstel.org R

To

The Secretary,
Fynjah State Electricity Regulatory Commission,
Site no. 3, sector 18A, Chandigarh-160018

MemoNo.__ | JCAQ(FEAVMYT-III
Dated:

i

Nadll

Subject:  Objections No.6 raised by M/s h(nn di Gn‘l:!in dgarh Induction
Furnace Association in Petition no 73/2022 of PSTCL.

Ref: Your office E mail dated 30.01.2023

Vide email under reference your office has forwarded the objection
raised by M/s Mandi Gobindgarh Induction Fumnace Association w.r.t Petition no.
73/2022, Point Wise reply to the objections raised is enclosed herewith for kind

consideration.
Lol
DAJ As above \ﬂhleh:%c-p_unm-ﬂfr icer (F&A)
UPSTCL, Patiala : Jfg:y
e
5 e A2 R e
A

\ CC: Sh. Mohinder Gupta, President, M/s Mandi Gobindgarh Induction Furnace
Association (Regd.), Grain Market, Mandi Gobindgarh — 147301 (Punjab).
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Replies to Objection No.:- 06 raised by M/s Induction Furnance Association

1. PSTCL was constituted in 4;’2&11'.'1 as successor company to the then PSEB to
look after transmission assets and since then Transmission losses for PSTCL
systemwere being assumed as 2.5% on notional basis as boundary metering
scheme wasunder implementation. In the ARR 2017-18 for MYT period of2017-18

to 2015-20,

Keeping in view the large scale variations and data being yet to be firmed up,
Hon'bleCommission ordered that for the MYT period 2017-18 to 2019-20, the
Transmissionlosses shall be 2.59%, 2.40% and 2.30% for FY 2017-18, FY 2018-19
and FY 2019-20respectively which will be reviewed/trued up for FY 2017-18, FY
2018-19 and FY 2019-20, on the basis of stabilized transmission loss data for full

year.

In the ARR for 2018-19, PSTCL submitted the Transmission Loss of 2.80% for 2017-
18and 2.60% for 2018-19 for approval. In the Tariff Order for 2018-19,
Commissiondecided in the TO that although PSTCL has completed Intra-State
Boundary meteringcum Transmission Level Energy Scheme, the data is yet to be
stabilized. The Capitalinvestment Plan as projected/asked for by PSTCL since last
many years is beingapproved almost as per the projections made by PSTCL. As
such, the Commissionprovisionally retained the transmission loss level at 2.50%
for FY 2017-18 and 2.40%for FY 2018-19, as approved in the Tariff Order for FY

2017-18.

in the ARR for 2018-20, Transmission loss of 3.12% (actual), 2.80% (RE) and
2.70%(Proj) for 2017-18, 2018-19 and 2013-20 respectively were submitted for
approval of PSERC. Hon'ble Commission after analyzing the data decided that the
actualtransmission loss could not be assessed in the absence of truly stabilized
data. As such,the Commission retained the transmission loss at 2.50% for 2017-18
and increased thetransmission loss level to 2.5% for 2018-19 as well as 2019-20
and decided that itwould re-visit the transmission losses on the basis of stabilized
transmission loss datafor the full year during true up for these years.

ﬁu:tlﬂ-il :
i
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ier approach to get higher ARR initially and then projecting
Profitand increase its equity, in its ARR for the last year i.e. 2018-19 (True up),
2019-20 (RE(and Projections for MYT Control Period FY2020-21 to 2022-23
submitted TransmissionLoss as 2.86% as per Actuals for 2018-19 and 3% for 2013-
20 to 2022-23 for approval.Hon'ble Commission ordered in TO 2020-21 that due
to change in calculationmethodology and the true picture of losses for the whole
year being not yet available, transmission Joss level of 2.50% is approved for true-

up of FY 2018-19, Also for RE of 2019-20, the loss level of 2.5% Is provisionally

retained which shall be revisited based on the data of actual losses for the full year
during the True Up of the year. Regarding Projections for MYT riod FY 2020-21

2021-22 and 2022-23, as per Business Plan Order, Transmission loss trajectory of

reduction of 0.02% every year for 2nd MYT Control Period is approved. The
Commission stated that the Transmission losses for the Control period shall be
specified accordingly on the basis the actual losses for FY 2019-20 and since the
the actual losses of FY 2019-20 were not available and accordingly,based on the
transmission loss level of 2.50% approved for FY 2019-20 in this TariffOrder, the
Commission decided to provisionally set the trajectory in Table 83 for 2"MYT
periosd as 2.48%, 2.46% and 2.44% for FY 2020-21,2021-22 and 2022-

23respectively.

Continuing with its earl

in the ARR for 2021-22, PSTCL submitted the actual Transmission Loss as 2.217%
for2019-20 and 2.143% for first 6 months of 2020-21. However, in-spite of actuals
beingavailable PSTCL still proposed to retain the trajectory levels of 2.48% and
2. 46% for2020-21 and 2021-22 respectively. Hon'ble Commission decided in the
Tariff order asunder:-

True up for 2019-20

3.3.5 The Commission has observed that PSTCL has revised the methodology
ofcalculating the percentage of transmission losses from gross input/output of
energy tonet input/output of energy. The absolute value of transmission loss is
1385 MKWHthough the percentage has gone to 2.69%.

3.3.6 For true up of FY 2019-20, the Commission approves transmission loss of
1385 MKWH and 2.69% of transmission loss.

1
r Wt
—
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observes that the

of Fy 202g
months Hanurch} are obsery

decides tq Provisionally retain

FY 2020-21 gng Fy 2021
2020-21,

data of a

. actuol Tronsmission loss reported by
-21 amounts to 2.47%, Since losses in the lean
ed to be comparatively higher, the Commission
the trensmission loss level at 2.48% and 2.46% for
i o -22 respectively as approved in the Tariff Order of FY

ransmission losses for FY 2020-21 shall be revisited bosed on the

ctual losses for the full year during the True Up of the year.

PSTCL proposed actual transmission loss of 2.50% for 2020-21 against approved
Loss of 2.48%, actual loss of 2.16% for H1 of 2021-22 and projected loss levels of
2.46% and 2.44% for 2021-22 and 2022-23 respectively as per trajectory. Hon'ble
Commission approved the Transmission Loss as under:-

True Up of 2020-21

2.3.6 The Commission observed that the Actual Transmission loss submitted by
PSTCL is 2.50% (1329.22 MkWh) whereas the Commission has approved the
Transmission loss of 2.48% for FY 2020-21.

2.3.9 Thus, the Commission disallows an amount of Rs. 2.78 Crore as loss sharing
by PSTCL on account of under-achievement of Transmission Loss trajectory
specified by the Commission. Since the amount disallowed is less than the RoE
earned by PSTCL in FY 2020-21, the entire amount of Rs. 2.78Crore Is disallowed.

2.3.10 For True-up of FY 2020-21, the Commission approves the transmission loss
of 1319.36 MkWh which is 2.48%.

APR for 2021-22 and 2022-23

3.3.1 The Commission, in the MYT Order for 2nd Control Period, had provisionally
projected the transmission loss of 2.46% for FY 2021-22 and 2.44% for FY 2022-23

3.3.4 The Commission observes that the actual Transmission loss reported by
PSTCL till September of FY 2021-22 is coming to 2.18%. Since losses in the lean
months {Jan- March) are observed to be comparatively higher, the Commission

e 7 JE.LU-.'l .
—_—
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decides to retain the transmission loss level at 2.46% and 2.44% for FY 2023.5,
and FY 2022-23 respectively as approved in the MYT Order. The transmissigp,

losses for FY 2021-22 shall be revisited based on the data of actual losses for the
full year during the True Up of the year. for FY 2021-22 shall be revisited based on

the data of actual losses for the full year during the True Up of the year.

As is evident from the above discussions, there are wide variations in the
projectionsand actuals since the commissioning of Boundary Metering. In fact the
trajectory set in the year 2017-18 had to be revised and since then, there is no
visibility of anypattern/firmness in the Transmission loss levels and its reduction
despite the requisitecapital investments. It is evident that either this is being done
intentionally to claim higher ARR and then show profit or there are some areas
where the PSTCL needs to focus PSTCL has never came out with any
study/analysis on such irregular pattern.

PSTCL in its current ARR has claimed Transmission Loss of 2,31% (True up) against
trajectory loss of 2.46% in 2021-22 and 2,11% (Actuals) in H1 of 2022-23. Further,
as per the practice being adopted in previous years, PSTCL has projected loss level

of 2.50% each for MYT period.

Though PSTCL has not offered any reasons for such wide variations in the past
sincecommissioning of Boundary metering but has quickly claimed benefit of Rs
16.39 crore for Lower transmission loss in 2021-22 based on provisional trajectory
adopted by the Commission which are required to be revisited as per

Commission's own orders.

The implementation of SAMASAT scheme is again delayed and now it is stated to
be targeted for commissioning in H2 of 2023-24. There is huge difference of
power shown as injected in Distribution system by PSTCL and the figures of power
received by PSPCLin its ARR as indicated in deficiencystatements.

We therefore request that, the provisional trjectory may be revised based on

actuals

We request the Hon'ble Commission that keeping in view the poor performance
of PSTCLand due to low transmission loss as per actuals, Transmission Loss level

“Ttle ‘:'{ .
.-_._I—'-
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I:mundar'y metering ha
8 long years since
inplace and furthe

5 already been commissioned in 2017-

PSTCLs formation and5 years have passed

r, capital expenditure is being approved as

cted fﬂrLEE ':lfliﬂ'l of incentive for true up be rejected and the 2.5%
period may be reduced drastically.

since meters are
required !'_n'r PSTC
loss proje

We also

: request for revisiting the provisional loss levels approved by the
Hon'bleCg

. mmission since 2010-11 and grant relief to consumers. Consumers
eré made liable for coal washing charges of PSPCL along with interest for

Previous period and on the same principles, they are entitled to relief on this
count,

PSTCL's Reply:-

It is submitted that PSTCL evaluates the PSTCL network (400kV/220kV/132kV)
Transmission losses as per the energy data, of various ABT/CEM meters installed
at different locations of Grid/ Substations of PSTCL. The data of meters is being
downloaded through CMRI. The IT section of PSTCL has developed online portal
for uplcading of CMRI data and the monthly PSTCL Transmission losses are being
calculatzd by software to minimize any error in data. The PSTCL transmission
losses have improved from 4.239% in FY 2016-17 to 2.31% in FY 2021-22 as

detailed below:-

|F Year PSTCL transmission | Target PSTCL
| Losses [in %) transmission Losses
| approved by PSERC (in
%)
2016-17 4.239 2.50
2017-18 3.118 2.50
| 2018-19 2.86 2.50
2019-20 2.694 2.50
2020-21 2.50 2.48
| 2021-22 231 1 2.46
' 2022-23 2.16(Upto Nov. 2022) 2.44
it
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Further, SLDC calculates transmission loss figure based upon actual meter data.
MVA, and 3866.951 circuit kms of

8
PSTCL has installed MVA capacity of 41099.6 .
issi ts vary in each block,
55 The power flow of transmission elemen :
e : location which also impacts

i her
day, month and season from one location to anot .
C is in process of implementation of SAMAST prr.uect: In
losses will be available..Detailed
losses

transmission losses. SLD
SAMAST project, block wise PSTCL Transmission e
analysis, thereafter, may be helpful in predicting trajectery of tra nsmission

closer to actual transmission losses.
it is intimated

In respect of difference of figures of energy of PSTCL & PSPCL,
that energy available to PSPCL includes the energy transferred from PSTCL

network (400KV/220kV/132kV network) and energy injected by solar plants, sugar
mills, bio mass plants and other 66kV & below energy injection. This may be the
reason of difference of energy available with PSPCL from that of energy injection

by PSTCL in PSPCL network.

2. Equity and Return on Equity
A) The equity of GOP in the then PSEB was Rs 2806.11 Cr as per first tariff order

issued by PSERC as under:-

6.10. EQUITY AND RETURN ON EQUITY

The Government of Punjab has declared the PSEB as a body corporate with
aCapital of Rs. 5 crores with effect from 10th Mach 1987 under Section 12A of
Electricity (Supply) Act 1948 agnd converted Rs. 1612 crores representing
Government loans granted upto 3/90 into equity during 1991-92 and Rs.1189.11
crores representing 50% of loans granted during 1990-91 to 1994-95 in 1996-97.

The total State Government Equity in PSEB is R5.2806.11 Crores.

it is eveident that this equity (Except of Rs 5 Crore initial capital) was only and
only by conversion of GOP Loans. However no ROE was provided on the same in

Tariff Order 2002-03 and after till 2005-06 by this Hon'ble Commission under
tory Commissions Act, 1998 and Electricity (Supply) Act 1948 and

Electricity Regula
L The GOP loans given to the

only 3% Return on Net Fixed Assets were allowed.

STl
Ir__,.---""
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then Psep were
Management(s) to equity on different occasions by the then PSEB
Payment of Interest gn liability in its Books and to escape liability of
from increase in tariff s tch loans and loan installments to insulate consumers
Rs 412 .4¢ Cr per Prior to setting up ofRegulatory regime Return on Equity of
TO. Year was allowed only from2006-07 onwards as per Para 4,15 of

Bot Converted in
to redyee loan

On f

sche::rem::r::: 25:& and PSTCL on 16.4.2010, provisional FRP and transfer

A ©d Dy GOP as per which the then existing equity of 2946.11 Cr

e 0 two successor entities as Rs as Rs 2617.61 Cr for PSPCL and
2V Cr for PSTCL and ROE was allowed separately as Rs 366.47 Cr and Rs 45.99

Cr for PSPCL and PSTCL respectively, |

GOP finalised FRP and Transfer scheme and notified the same on 24.12.2012 as
Perwhich an amount of of Rs.3132.35 crore standing in the books of PSEB on
15.4.2010 under the head "Consumer Contributions &Govt Grants" and some
other amounts was also converted into equity of GOP and the same was admitted
by PSERC as well. Thus the equity of PSPCL was enhanced from Rs 2617.61 Cr to
6081.43 Cr (Para 3.16 of TO 2013-14) and of PSTCL from 328.50 Cr to Rs 605.83
Cr. (Para 3.10 of TO 2013-14). Thus the total equity of PSTCL was increased from

328.50 Cr to 605.83 cr.

PSTCL has been proposing funding of Capital Expenditure with normative 30%
equity and 70% funding in the ARRs starting from 2017-18 by manipulating MYT
regulations though ARR figures clearly show that PSTCL is fundingthis equity
contribution throughloans or alleged reinvestment/redeployment of "Return on
Equity" (read “.Pr.-:-ﬁr,"} of the previous period. It is being pointed out that this ROE
belongs to the GOP to which this equity belongs. Further, the issued and
subscribed share capital as on 31.3.18, 31.3.19, 31.3.20 and 31.3.2021 remained
<ame i.e. Rs605.88 Cr in the Audited Annual Financial Statements of the
respective years attached with ARRs and the same equity of Rs 605.88 Cr is
appearing in the Balance Sheet ending 31.3.2022 enclosed with the current ARR.
Thus neither there was any investment in equity nor equity shares wereissued to
GOP. The Profit and Loss statement and paid up equity for these years as per

o, s
- g
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audited Balance Sheet supplied with the ARRS indicated that PSTCL incurred ney

' i r-
profit/lossinRsCrsince its incorporation are as unde

(Rs. In crores)

Year Amount of Equity Profit/Loss
2017-18 605.88 4,03
2018-19 | 605.88 (8.23)
201920 | 605.88 (34.96)
2020-21 605.88 20.66
2021-22 605.88 216.47

There are no free reserves as per Annual Financial Statements. No liability of
Incometax is shown since cumuklatively PSTCL is still under loss. Further, no
dividend has been paid back to GOP for holding equity in PSTCL.

Inspite of objections of stake holders, tariff order 2019-20 revealed that Hon'ble
Commission allowed addition in equity of 96.92 Cr (30% of capex) in True up of
2017-18 raising the equity of GOP from 605.88 Cr to 702.80 Cr without any cash
flow. The amount was further revised to Rs 705.71 Cr subsequently. This was
clearly wrong as the amount was not invested in cash by GOP and funding was
through redeployment of profit of Rs 4.03 Cr earned during the yearand balance
thro® loan based on the trued up capex. In fact the entity was in loss cumulatively
and it can not redeploy even this Rs4.03 Cr and loans can not be redeployed as
equity. It is evident that the system was being mis-utilised by the Licensee to earn
about 7% of difference of interest rate of loan (8 to 9%) and ROE rate of 15.5%.
ROE could be retained by a company to meet losses, if in loss or to pay dividends,
if in profit. Accepting the sentiments of consumers, similar demand in true up of
2018-19 seeking equity addition of 73.58 Cr was rejected by PSERC and ROE of Rs
109.38 Cr was allowed in TO 2021-22 for all the three years 0f2019-20 (TU) and

2020-21 (RE) and 2021-22.

In the true up of 2020-21, PSTCL again raised demand for addition in the equity
based on the redeployment of profit of Rs 20.68 Cr and increased equity from
705.70 Cr to 726.38 Cr. This has been alowed in the True up of 2020-21 in the

g~ P L1 1
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Tariff Org

e 2022-23 inen;
here that the BalEnceinﬂ: ¢ of objections of the stake holders. It is submitted
17.43 CR for 2070. *Neet now attached with ARR indicated the profit of Rs

21 . o
Rs 20.68 cr, Whereas Hon'ble Commission has allowed equity addition of

Now in the present
andclaimed deployme
the true upof 2021-22

ARR, PSTCL has again adopted the same methodology
nt of Rs 77.21 Cr as equity out of profit of Rs 216.48 Cr for
- As is evident, the profit earned is being retained by PSTCL
?"d not being paid back to GOP as dividend, whole of the finacing of capital viorks
's through loan with interest rate of 8-9%. It is also worth noting that no equity
has been actually allotted to GOP, the owner of PSTCL. In this regard we extract
the relevant Regulation 18 and 20 as under:-

20. RETURN ON EQUITY

Return on equity shall be computed at the base rate of 15.5% for thermal
generating stations, Transmission Licensee, SLDC and run of the river hydro
generating stations and at the bose rate of 16.5% for thestorage type hydro
generating stations and run of river generating stations with pondage and 16%
forDistribution Licensee on the poid uity capital determined in accordance

with Regulation 159:

19. DEBT EQUITY RATIO

19,1, Existing Projects - In case of the capital expenditure projects having
Commercial Operation Dateprior to the effective date, the debt-equity ratio shall
be as allowed by the Commission for determinationof tariff for the period prior to

the effective date:

Provided that the Commission shall not consider the increase in equity as a result
of revaluation ofassets (including land) for the purpose of computing return on
equity.

19.2. New Projects - For capital expenditure projects declared under commercial
operation on or afterthe effective date:

]
“E ] -
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o

dered for the purpose _

(a) A Normative debt-equity ratio of 70:30 shall be considered f :
ofdetermination of Tariff; |
the amount of equity for

< in excess of 30%,
. o, and the balance

b) In case the actual equity employed
o Il be limited to 30

the purpose oftariff determination sha
amount shall be considered asnormative loan;
; actual debt-
fcl In case, the actuol equity employed is_less than 30%, the
equityratio shall nsidered;
: j ital
(d) The premium, if any raised by the Applicant while issuing share copit

andinvestment ofinternal accruals created out of free reserve, Shﬂ{f also be
reckoned as paid up capital for thepurpose of computing return on equity subject

to the normative debt- equity ratio of 70:30,

provided such premium amount and internal occruals are actually utilized for
meetingcapitolexpenditure of the Applicant's business.

Thus the trued up deployment of Profit as equity for the purpose of ROE in spite

of above provisions when paid up equity capital remains same is totally

unjustified and as long as paid up equity capital remains same, no_addition of
equity can be allowed as per Regulations.

It is also strange that PSPCL is bearing the total expenditure of PSTCL as it has
negligible income of Rs 42 Cr as other income for 2021-22 out of total income of

1514 Cr (<3%). However, the profit shown for 2021-22 as per audited statement is
Rs 216.5 Cr on income of Rs 1514 Cr and on paid up equity of Rs606 Cr. This profit

for 2021-22 works out as 14.3% on revenue earned and as 35.72% on equity basis.
It is happening when PSPCL is running in losses and PSTCL's boundary metering
has utterly failed and state energy account is still not being issued by SLDC. It is
evident that ARRs of the Licensee are inflated and higher expenditure is being
claimed initiallyin ARR whereas actual expenditure at the time of preparing

annual finacial statements is less.

We also submit that total equity of PSTCLexceptRs 5 Cr capital granted initially
bewithdrawn since there is no cash flow from GOP and all the amounts shown are

'-LLEF""LL'.-I" ¥
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1r:1c;;nans taken at 7% to 129 whi
. ROE gn the same, The cas

Bquity th
Consumers since ¢ o F

Conversion intg equ
on the same since
wrongly interpretin
to protect the inter

le consumers are being made to pay 15.5% to
2 of consumer contribution and GOP grants
RP/Transfer scheme is even more worse for
.h'EEE dmounts were not bearing any interest but after
'ty, PSTCL and PSPCL have started earning ROE of around 16%
16.4.2010 which is nothing but fleecing of the consumers by

B the Regulations, ElectrictyAct 2003 casts a duty on the SERC
est of consumers as well.

B} Hon'ble Com mission lowered the Interest on Security (Consumption)

ofconsumers from SBI rate plu 2% to RBI rate to lower the ARR of PSPCL though
the interest was ultima tely paid upfront by consumers in tariff and received back
at the close of year. However, here PSERC has allowed PSTCL to earn ROE merely
by relocating the figures from Loan to equity and this amount is not only being
retained by PSTCL for meeting unapproved expenditure without regulatory
scrutiny but also being redeployed for funding equity.

C) It is also submitted that the ROEon Consumer Contribution and GOP Grants

etcwas challenged before APTEL by some consumers which has decided interalia

that GOP can hold any amount of equity in the Licensee' capital funding but ROE
can be given only on the amount duly subscribed (in Cash) and for which shares
are duly issued. The order has been challenged by PSPCL and GOP in Supreme
Court and Stay has been granted but the final decision on the same is yet to
come. The conversion is also objected by CAG in their audit reports holding that

the conversion is against the finan cial principles.

3.t is also added here that Forum of Regulators constituted a sub group for

studyof ways to reduce retail tariff and a report was prepared on "ANﬂTIHS'IE OF

FACTORS IMPACTING RETAIL TARIFF AND MEASURES TO ADDRESS THEM" (2020).
ex Chairperson, PSERC happened to be chairperson of the _5“b Group
which prepared the above said report and Staff of thislHun'hle Enm_rms.ﬂnn l'ﬂE!‘af
he aware of the same. The report analyzes the mech?n1sm ok e tanfrIEAIon In
detail and need for bringing modifications to make It more relevant and reduice

Incidentally,

sl
s
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art, which deals wi
the power tariff in different states. In para 2.1.3 of the rep ith

fixed cost related factors, it is mentioned that
nt States for generation, transmission

¥ the RoE ollowed by differe
e E has been in the range of 14% - 16%.

and istribution revealed that the post-tax Ro
i und
An analysis was olso made regarding the prevailing cost of debt and it was fo

: ime. ile the
that the lending rate has been on the lower side for quite some time Wh::r
ROE has an element of risk premium, the data analysis revealed the need f;r
reconsidering the RoE keeping in view the prevailing prime lending rate and 10-

year G-Sec rote.

Further, on Return on Equity, The sub group has stated on page 22 of the report
in parad.1.1, which is reproduced below:

4.1.1. Return on equity allowed to Generation/ Transmission and distribution
companies needs to be made more realistic and at par with interest rates.

RoE for generation and transmission should be linked to the 10 year G 5ec rate
{overage rate for the previous 5 years) plus risk premium subject to o cap as may

be decided by appropriate Commission.

For a discom, the RoE could be fixed based on the risk premium assessed by the
State Commission. Income tax reimbursement should be limited to the RoE

compaonent only.

Performance of Distribution licensees has a significant impact on retail tariff for
the consumers. Therefore, there is a need to link recovery of ROE with the
performance of the utilities, based on the indicators such as supply availability,

network availability, AT&C loss reduction”.

Hon'ble Commission is requested to implement the above recommendation at

the earliest and reduce the rate of ROE to prevailing interest rate only as there s
no risk factor involved and Hon'ble Commission is allowing the justified revenue

as per MYT regulations. Further, all the equity shown in the books is either loan or

consumer contribution etc.

T{.Lﬂm'*"r_ﬂ____,h '

Scanned with CamScanner

Scanned with CamScanner



PSTCL's Reply:.

It is submitted tha
Punjab State Elp
Determination of
Regulation,

Y PSTCL has claimed Return on Equity as per Regulation 20 of

clricity Regulatory Commission (Terms and Conditions for
Generation, Transmission, Wheeling and Retail Supply) Tarill

2022 as notified by Hon'ble Commission,

3.1t is also submitted that Forum Regulator has carried out a Study on Evolving

Pﬂnl:iFI-IE'E of DEpl‘Ecmtiun for Distribution Assets and Operating and Financial
norms. One of the recommendations of FOR is as under:-

The SERCS may continue to use RoE based margin determination. This will be
dependent on availability of edequate and accurate data from the utilities.
Further, the SERCS may carry out detailed diligence of existing performance
parameters and fix suitable limits of performance parometers for determination of
ROE. As the adoption of smart meters increases, the implementation of Consumer
Rights {Rules) becomes easier. To achieve this, the SERCS may develop a roadmap
for gradual transition into consumer level performance indices. Simultaneously,
SERCS may phase out Rof based distribution margin and retain only consumer
level performance parameters as a mech anism for rewords/penalties

This also equally applies to Transmission segment also and need to be

implemented.

PSTCL's Reply:-

No Comments.

r Balance Sheet for 2021-22, PSTCL has Other Equity (Reserves and
vious year 2225.65 Cr as per balance sheet now
r balance sheet supplied last year) and Equity of
the equity amount Consumers are

4.As5 pe
surpluses) of Rs 2444.75 Cr (Pre

supplied and Rs 2232.89 Cr as pe

i 04 times
88 Cr. which works out 1o 4,
E:?:gs made to pay 15.5% ROE on the equity amount whereas Reserves and

surplus are not earning any revenue for PSTCL or the consumers. Therefore,

L]
padiad -
LA pli
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ortion of equity back to GOP so thap

PSTCL should exploreliguidation of some p

the burden of ROE is redu cedand Tariffs could be lowered,

PSTCL's Reply:-

It is submitted that Equity of Rs. 805.
24,12.2012 of Government of Punjab.

88 crore of PSTCL is as per notification dated

5. Total Transmission Capacity in MW worked out by PSTCL as per format T-22 is

tabulated as under

Year As per ARR 2022-23 | As per ARR 2023-24 Max Demand
2020-21 13152 13148
2021-22 13955 13234 13431/15336
2022-23 13540 13456 14311
2023-24 14340
2024-25 15180
2025-26 15230

However, the capacity in Punjab S5LDC web site under Availability Tab is 14590
MW ason 30.11.2022. Thus with projected demand of around 14600 MW and
transmission capacity of 14340 MW, the state is headed for power cut in 2023-24,
Moreover the new capacity addition of 900 Mw and 600 MW in 2023-24 and

2024-25 respectively will be largely solar and wind power which is infirm power,

PSTCL's Reply:-

The state's installed capacity of 14589.81 MW under availability tab on Punjab
SLDC comprises of state's own generation along with state's share in central
sector plants. However, apart from these sources, the state is entitled to procure
power from other sources as well including Short Term Open Access (STOA),
Indian Energy Exchange (IEX), real Time Market (RTM), Banking, etc. PSTCL has
been making continuous efforts for enhancement of state's ATC/TTC limits
through strengthening of ISTS (Inter State Transmission System) transmission
elements and intra state transmission network connected with ISTS nodes. PSTCL
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is well aware of the
workin
5 of the state and have been
, state's ATCH’Tcr:T;Tr: in this respect. During
Dﬂfﬁﬂﬂuhﬂw by carryi 5 have been enhanced fr:—}m

YINg out numerous transmission
ng made to significantly enhance

VY (& beyond) through various

Stl‘El‘lgthEn Ing wor ks

state's ATC/TTc
transmissjon proje

limits to 10000/10500mm
ctsin coming years,

6. The tota| contracted ca
in

MVA which js

investment pl

pacity of PSPCL in the year 2023-24 is given as14340MW
transformation capacity of PSTCL on 31.3.2023 is 41500
2.9 times the peak demand of 14311 MW met so far. The capital
an of PSTCL needs to be reviewed and it should be commensurate
with the reduction trajectory of Transmission loss to give relief to consumers.
PSTCL/SLDC may also be directed to carry out TTC and ATC studies for the state
system to determine the safe transfer capacity and publish it on web site.

PSTCL's Reply:-

The transformation capacity of PSTCL, which is 41099.67 MVA, is basically the
sum total of all transformers installed in PSTCL network. The same includes
transformers at 400/220KV, 220/132Kv, 220/66KV, 132/66KV, 132/11KV voltage
levels etc. The same is not to be compared with the load catering capacity of the
state. Most of the 132KV & below level transformers form a part of the underlying
transmission system for the existing 220KV transmission system. Similarly, some
of the 220KV & below level transformers form a part of the underlying
the existing 400KV transmission system, Subsequently,

transmission system for . n
ded in the 400KV & 220KV transformation capacities.

the same are already inclu ! .
Further, the load catering capacity of the state is the sum of state's own
¥

ATC (outside drawl) values of the state power system.

eration and the A
Ez;hermum it is submitted that the ATC limits are evaluated judiciously by
Punjab SLDC and the same are being verified/validated by NRLDC after carrying

out thorough load flow studies for the sake of safe & secure operation of the grid.

7. As brought out in Para 2.5.1 and 3.7.2 of current ARR, PSTCL has

somereservation on net or gross employee cost for ca

‘_‘,E-i"'}lhl 'I'-'-ll. ’
—
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raised any such issue in its Generation, Distrizution and Petail Supply ARR. This
. e gesrs alvo but was not agreed 1o

issue was also raised by PSTCL during previous jears =i but was not agrecd 1o

by PSERC and a5 submitted by PSPCLin these paras of ARF.
PSTEL hﬂs_ tlairnr:d Emp[ﬂw&ﬁ Efp;_.n‘;l':;. f".';:r 2521'22 a'.li E:- 53263*10.5’D=

benefit Expenses have been audited as Ps 556.10 Cr. It i3 evident that Pay 25 you

Go principle is not being followed by PSTCL. Moreover whereas IMYT regulation

2019 stated that O&M expenses will be worked out on normative basis, the
MYT regulations 2022 state in Note 3 below regulation 25that it will be on

normative or actuals whichever islower.P5EPC is reguested to implement IAYT

regulations Further, matter needs to be perused vigorously in APTEL

PSTCL's Reply:-

It is submitted that PSTCL has claimed Emplaoyes &
Regulation 25 of Punjab State Electricity Pegulztory Commission (Terms and
Conditions for Determination of Generation, Transmission, Wheeling and Retail
Supply Tariff Regulation, 2022 as notified by Hon'ble Commission.

rpenses for FY 2023-24 as per

8. Year wise MNon-Tariff income figures in Format T22 andT-1for 2ll years and
figures/notes in Para 2.14 and Table 56 of para 2.132 of ARR need to be checked
critically with regard to Non Tariff Income not considerad for the purpose of ARR.
Further, Mon-Tariff Income for H2 of 2023-24 and IMYT period need to be

increased on normative basis.

PSTCL's Reply:-
it is submitted that PSTCL has claimed Non-Tariff Income as per PSERC, MYT

Regulations 2022.

AU
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VIMAL -
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Date: 20.01.2023 Wﬁ"

The Becrelary,

Punjal State Electricily Regulatory Commission & ‘;L
o |

ol Ko-3, Sector 18-A Machya Marg,Chandigarh- 160018,
Mail 1d : secrein H-n.-lr'rﬂ'l|_|'|’ﬂ|r!]j.‘1il.rq|n_ .-}"R‘

I THE MATTER QF:

AGGREGATE REVENUE REQUIREMENT (ARR] FOR THE YEAR 2023.24 FILED BY
FUKJAB STATE POWER CORPORATION LIMITED AND PUNJAB STATE TRANSMISSION
CORPORATION LTD (referred to as PSPCL and PSTCL)

AMD

In the matter of petition No. 74 of 2022 filed by PSPCL and 73 of 2022 filed by PSTCL
Respectively showeth,

—— gy

I Punjab state Electricity Regulatory commission (PSERC) has invited oljection fcomment form
the industry and other consumers on the ARR submitted by PSPCL.

We Vimal Alloys Pyt Lad, is 66 KV consumers of PSPCL vide A/C No.3007509287 situated at '
Village Sounti, Amloh, We submit our comments as under-

L Ell‘ﬂl"ﬂ. [=}a] Eﬂu I!E

l. The Then Punjab State Electricity Board [PSEB) was constituted under Elcctricity
[Supply) Act 1948 ns per which PSER wns to finance all its Capital work through Loans
only and interest on loan installments were recovered through Tarilf, Loans were Eiven
by GOF and to escape the interest and installments payable to GOP, PSEB got the
ST loan(s) converted into equity of GOP in PSER.

2. PSERC issued first tarill order for the year 2002-03 which stated in Para 6.10 that
PSEB has been declared by GOP as a body corporate with a Capital of Rs.5 crores with
effect from 10% March 1987 under section 12A of Electricity (supply] Act1948 and
converted Rs.1612 crores representing Government loans granted upto3 90 into equity
during 1991-92 and Rs.1189.11 crores representing 50% of loans granted during
1990-91 to 1994-95 in 1996-97. The (otal State Government Equity in PSEB is
Rs.2806.11 Crores. Further ne ROE was allowed in the tarifl Order 2002-03 to 2005.

06 by PSERC and only 3% Return on NET Fixed assets were allowed as per Supply Act
1948,

3. As is clear, Initial equity of Re. 2946.11 crore as on 2006.-07 onwards on which ROE of
Rs412.96 Cr per year was allowed as per Para 4.15 of TO were loanz of GOP
camoulflaged a= Equity to get higher returns thro ROE,

Regd. Off. : Shap Mo. 445, Sector 3.C, 6.1, Road, Mandi Gobindgarh-147301 (Pb.) India
Werks : Village Sounti, Amlsh-147 203 (Ph.) India = Ph. - (W) 01765-230491, 230091
E-mail : info@vimalalloys.com » wwn.vimalalloys.com

f—_-m!m——
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and PSTCL on 16.04,2010, eqquity (in fnet loana]
RP/Tranafer scheme ns

ly as Rs.366.47 Cr and

On restructuring of PSED into PFEICL
of Re.2040.11 Crore was nlso distributed ns per provisional F
a1 761 Cr sl 32050 Cr nnil ROE was allowed scparnic
RaA5.50 Cr for PSICL aml I'STCL respectively.

for nceounting purpase but for fixing

5. While there is no ahjection on such conversion
pween loans given by Government of

i, apparently, there is no dilferentintion be
Punjaly to Doard f1751CL nnd equity. In fact, oll the assets of FEEB{P‘SFEL.I'FETCL

were/ore crenled by borrowing/delt and n part of it shown as equity of Board. This
cvidently wna done 1o help Discom lo reduce its interest and repayment burden ns
ROE/ dividend is not payabibe under companies Act to GOT" 1ill PSEE/PSPCL is running
in losses. Thus, n methodology devised 1o keep the tarill on lower side is now being
used 1o inerease income of PSICL by unduly londing the consumers and to meet the
financinl loases due o inefficient  woring of PSPCL/PSTCL. Consequently, the
consumers of the Stale are burdened with the higher tar(l in the form of 15%-16%
ROE on auch amount, which is im fact n government loan on which not more than 7-

’ 8% interest needs 1o be nlloweel.

. Subsequently, Financinl restructuring [lan and Transfer scheme was finalized nnd
notified on 24,12.2012 by qOP. In this notification, an amount of Rs.3132.25 crore

standing in the books of PSEN on 15.04.2010 under the hend “Consumer Contribufion

& Gopl Grani® ele were alsa converted into equity of GO nnd the same was o mitted
L were enhanced from Fs. 2617.61 Cr o

by PSERC ns well. Thus, the oquity of 1%

&081.43 Cr (Para 3. 16 of TO 2013-14) and from 328.50 Cr to Hs. £05.83 Cr (Para 3.10
of TO 2013-14) respectively. Thus, the total BEUiLy Wns increased from 294611 Cr to
OGBT.20 cr.

Etion ned Govl Grants/ subsidies was appcaled by
rected PSERC 1o reconsider the issue vide judgment

42 af 2013 ng under:-

7. The conversion of consumer contri
consumers in AITEL and AFTEL di

Dated 17-12-2014 in Appeal No 168 and 1

= Bowemtpe elirvet the StAlC Commission 1o adust the excess amount af
ROE in the fmpegpned  order from the FY 2011-12 onwards in the

ARR/ Treee up for the ypear o ol relicf fo the customers. 5
Tribunal in Appeal ne.46 of 2014 shall squarely

50,3 The findings of this
mission shall re<determine the

apply to the present grrse, e Stofe com
ROE as per our dircctions and the eXOeEss amount allowed fo the

clistribution lieensee with camying cest shall be adpsted in the next ARE

of the respondent na. 2.

8. APTEL observed that the (iovl can lold any AmMount as equity in PSPCL and PSTCL but
ROE needs to be granted on actually subscribed and paid-up equity only ie cash
maney infused needs to be counted as equity for the purpose of ROE. PSPCL has filled
the Appenl against the arder in Supreme court and sy hns been granted. Final order

af 8C is still awnited. however, because of stay granted by the Supreme court, PSERC
is granted ROE on Rs.6081.43 Crio pspCL and on 605.88 Cr to PSTCL. The CAG also

abjected 1o the conversion of pon- interest bearing consumer contribution and Govi
prants fsubsides etc into equity.
Regd. OfT. : Shop No. 445, Sector 3-C, G.T. Road, Mandi Gobindgarh-147301 {Fb.) Indis

Works : Village Sounti, Amloh-147 203 (Ph) India «Fh.: (W) 01765230491, 230091
E-mail ; info@vimalalloys.com « www.vimalalloys.com
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g9, Subsequently, MOP GOP and 1
loans of Rs.15628.26 Cr were

Rs.13628.26 cr as GOp cojueily
w 21709.69 cr. pspey claim
additien 10 ROE of Ra.G081

amount 1o equity, PSPCL was to o
order dated 2815 May 2021 PSERC ¢

10.In the ARR of Fy 2022-23 dated 3™
entitely  new argument that ot

capital expenditure nng

for F-¥ 2022-23

Now in the ARR for F.Y 2023-24 dated 29.11.2022 rspeL has
opening equity at Rs. 10674 crore instead of Fs.60H1.43 as al
previous Tarifl order for the vear 2022-23 . There are no dhetni

why the increased equity has been shown as opening

WiEed in

rt

SI'CL entered
o be tnken  gver Iw €
aken off the books of PSICL.,
ARR 2020.29 L[]
in PSPCL e inCrensing
e ROE on R, 15628
A2 crore, Thus by

Hikn iy

il consumers by
ehected the proposal ol I"'SICL,

November 2021

of Re 1562620 crope '

out of bualanes
R8.2346.19 crore were also  dive

crore should be treated as equity
crore (Rs.G081.43 Crore +Ha 4502
have amply made elear that only ¢
of ROE MYT regulations provide
of wuseful assets. The claim

11381 .40

i npree
Wl by

7 3
~

VIMAL

FPREIY AT

Fiit A st coopagy,
issue of SLR hanels by
UDAY scheme ended an

vonvert the loan  amount of

GO equity from GOB1.43 or
20 @ 15.90% ie Ks 2485 cr in

mwancivering  the entry of loan
23 Cr, However, vide torifl

Crare

» FSPCL has come out with an
Rs.2246.77 were spent an
working capital loan
towards  capital expenditure Thus total Raa502

and  ROE shoull be now allowed an R=. 10674
crore] inspite of the fact that PSERC and APTEL
ash flow i to be treated ns equity for the purpase
that equity shoulkl be actually infused for creation

of PSPCL was rejected] the PSERC and in the tarill order
ROE was allowed on Rs.6081.43 crore only.

determining return of equity in the tarilf orcder ,

The equity which qualify for ROE was determined only at Rs.6081
There was no fresh flow of funds from GOP.

allowed only at Rs.6081.43 crores only.

again  shown
lowed by the PSERC in
Is available in ARR as to

balance of equity  while

the

A3 crores only.
Therefore, this year alss ROE should be

It is also worth mentioning that UDAY scheme wnas neecpled by PSICL, GOP and
central Govt . TPA was signed by above three partios nmd ns per parn 12 ) of the

UDAY agreement in which 25% of the towl bans  will
GOP and balance 75% will be pgiven to DISCOM ns Erants

reproduced as under:-

201617 shall be wiitized

be converted  into cquity of
. The parn 1.2 id) in

® The Borrowings made by the State fo takeover DISCOM debit eluring 2015-16 and

by Governement of Punjuly solely Jor the

ferpase af
Ixscharging the DISCOM delit and transfor to DISCOM a6 biix

af grent loan of erquify

as described in following table: B
Year Total Debt Taken | Transfer to | Transfer (o | Transfer to R, n Erores
Cwver Punjah Punjal Punjal Cutstanding  state
DISCOM in | DISCOM in | DISCOM in | laan of Punjab
the form of | the form of | the form of | DISCOM
grant Laan ooty
Year1 |[50% of the 1otal 1041884 | 10418.84
el
i B J
Regd. O, : Shop Ko, 445, Sector 3-C, G.1. Road, Mandi Gobindgarh-147301 (Ph.) India

Werks : Village Sounti, Amlok-147 203 (P}
E-mail : info@vimalalloys.com » wwwvirmalalloys. com

India »Ph.: (W) D1765.230451, 230091
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of the 1otal | samaz [ 15628.26
1
’ l 15628.26
eard | ! . 15628.26 -
ﬂ— —_— F1720.20 i | 390,00 l
. - o i

From the above chart it is quite clear that there 15 Ao justificatian of ponverting loan
of 15628.20 crore into GOP equity as atl per Tripade agreement ynder UDAY scheme .
' The only 25% loans should have been converl in GOP equity and balance 75% was to
be given os grant to PSPCL and PSTCL but converting entire loans into equity of GOP
s misconceived and is to load the consumers with higher return  on equity and
higher tarifl and this should not at all be allowed by PSERC.

r ¥ i:} (=] ] Ital==
Under the head interest on loan capital a1 sub hend 23.5 it is proposed in the ARR as
follows;-
equity treated a3 loan shall be served

% 93.5 The interest on excess
te of actual loan taken from the

at the weighted average interest ra
tenders.”

But there is no justification al all to allow interest on the EXCESS thli.il]:. u;‘hi:th uﬂ: i
there wns no s teinn in UDAY scheme whic was M o
a0t be treated as loan as DAY sehemme O ke given =

, pSPCL , GOF i MOP and as per the U 3
szl o PEII"CL. n:d“ pSTEL n= explained in far para no.i0. Therefore the claim of PSPCL

should be rejected on this nccount.

. w!—‘iiﬂ—ng_ﬂmﬂﬂlﬂ'ﬁiqum
ding that tariff should

i i ity Act 2003 provi
ted in nocordance with the Elscincity
:Ef:h:.:: i:-if:TTm difference of voltnge wise cost of supply for the ml:t-.m;:n_lr.;gt. Honble
APTEL has alzo upheld fhis provision il mhn!_-,c rehate was abs i::r:::: I:Eﬁ:lr-l >
i lEw rous orders 1 . Due |
:?;;.m:n.tﬂi;ni :]:“ ol ise cost of supply hased tarill, voltage pebate is given 1o
T i i i of . fgr the CORSUMETS
ifference in €051 supply lor
i ysate such consumers. The i . . . .

i?;::t:'mfﬂ;:‘ll; :ﬁ-.l"u’ vis a vis 11 KV ronsumers as peT previous sariff orders issued by the
Hon'kle Commission is extracted as under:

3-C, G-T. Read. Mandi Gobindgarh-147301 (Pb.) India
(Pb.) India *Fh.: (W) 01765-230491, 210091
gem « e vimalalloys.com
e — b
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: LioivTgas
| tonter o Corst o supply B/ Uit for [ I TR R T a2
e L T 1 |
ey hh!l\.\ it el { 1 RY inlustrial i
! i I-H 1-‘.- - Ak - | W
il ¥l 0,12 o e
e | 1..- | taisd '.l!-."l._'
o (TR | 8508 o
i - | =

N i anbents the dilleremee vt ol my 1 1
F relute g - 18 dears and 1s muel
fam the i | vl '."-" 25 Fumin anaililile Tn dsls KA consumers, Inste ul of increasing :I m"-:]';
: : it : i . 1

priwate 10 Tinbh, U Tovmadd of 117 o SELIeTS i T willy euost of suppdy s directed by A i

| ebate shotthl e as slwwn i gl e ol in wevon] -':Il f L
_ : ] e Wit cost of supply and WT

| ale Legil I.h.“ﬂ o .25 it whereas it shoubl increase as difference in mg,_mnf' ]

] m v amd VIRV consumers inerenses, ey

iy i i11l.'||'.|.u“|,!_-_ LT

et Hli!l“iﬂr. LT 1.I1'Fin ““11'1’ 'l.'llT (1™ By .1“_! -39 e v | v P . ,
pebate flere 1eply was ns under:- Pl from PSPCL wivs sought on voltage

vy

ﬂf,h‘ nI'T'ﬂ'FCL

" FRPCT oonled Bk b sulbindt that an increasing reltage

rebrerfe senll coise reddeection i sepere
cmo o nd roipaesteed et Plee pekicle eonzidering fo Jix

: thee valienpe eeliate in commenseiration il
|"|.E¢! I."lr le]:l;l .r‘ d8F F| fh"m""rﬂ”l' lltr.:qﬁ L1 E:] 'I"l""l“ﬂﬂ['.’, IJ_P; ]’I],'- mjl:'l'rllr.. J'F""'brll- I.'I]-lhﬂll'sﬂﬂ-.ll luﬂu

keepr i the mined the fineneinl interest of PSICL and alle FSICL o recoes legitinmate  eost

elommed an O pretition, If revene of PSICL fs redueed dies o mose 1T Rebate , then tarf] for

| any ather category  will laee o be inereased  to compensate for the suid revenue loss which
ma further boad to disturbance of Cross sulsidy levels”

PSICL reply means that 60 KV consumers should  subsidize more to the other  eatepory of

gonsumers even o the 11 BV consumers of general industey amd  power intensive industry
' fesl g 11 KV

I is alremdy well known that the industry is already cross subsidizing the other enteparies of
consaners |, Here we wand to gt an exaomple o sabstiantiate our claim for ligher 11T Bebate

For example:-

Suppose the industrinl consumers are subsidizing (o the other eategory of consumers such

A% agriculiveal ond  domestic consumers to the tine of .1 per unit . Then the subsidy level
for 66 KV consumers will be

Rs. 1+ 64 - 25 = 1,39 per unit .

This ‘I.ﬂ‘l:t_u:g is ns per cost of ..uw'lr worked out for the year 2019-20,
it will be much more In the year 2022-23 and 2023-24,

Regd. OFF. : Shop o, 445, Sector 3-C, G.T. Road, Mandi Gobindgarh-147301 (Pb.) India
Works : Village Sounti, Amloh-147 203 (Ph.) lIsdia »Ph.: (W) 01765-230491, 230091
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g B L nd oven 10 genarat Iadiie : cross R um&""l-n“!IHW‘Eh‘t‘i‘ﬂﬂ'ﬂ‘ af

'.'mmsumﬂ'ﬁ are given full rebate o arn POWer intensive units fed oy 1KV, IF the 66
-"ruﬂl'!"' categories  of consumers by n’:: Ben it may incrense (he Turiif
“ch other categories atall, malsa per KWIT which will not
r

lh-':]r Cosl sy PFL!I 1
€ a Iraction of |

tarifl that this | and it was said ot the time of introduci
¥ I8 rEVENnuUe mnewtrpl . There s no difference  of revenue  for l:E

M but it does not sults at all 1o the
; tensumers . Therclore, it 1a requesied
pSERC M'I%:‘;;ﬂ; hﬂl_:l-: to the single tariff as it is used 10 be before inlrn:.lu:]l:fl:}n o '-:1:;
put Tarill as M will earn same revenye &% by Two Port Tarill,

« Hight Rebate on Tariff

fhe night rebate was introduced 1o encourage the consumers to consume more electricity
guring night as there is less demand during night hours.

It i= worth m::n_.r.innhlg that rebate as conveyed is G125 INR per unit but due to cap
f=posed on  Tarill, the actual effected of this rebale s only 14 to 15 paise per unit which
ptherwise should be Rs.1.25 per unic.

The refers, it is humbly requested that the eap imposed for Tarill should be removed and the
eZecied rebate should be at least Bs.1.25 per unit

* Cost of gupply for power Intenslve unlts:-

It is prayed that as the cost of supply for power intensive umnits is less and also the Tarill
fs¢ power intensive units is different from other categories of consumers , the cost of supply
for power intensive units should be separately caloulated and the Tarll for thess consumers

shauld fixed separately as per cost of supply

* Doyer::
It s bumbly requested to please consider our submissions before finalizing the Tarilf
Order,

For Vimal Alloys Pvt. Lid

PR Dt
D'i-l"h:'l_nr
E-Iﬂn-ml,, H' 'C-ﬂ'P]’ ﬂfﬁ]_:ﬂ.'cd Post Prool sent 1o Eh]::l' Enﬁlﬂtﬁh.ﬂﬂ'ﬂ i TH, F-“. Shakti
Vihar, PSPCL, Patiala
2). Copy of Speed Post Proaf sent 1o Chief Accounts Officer [Finance &
Audit), 3rd Nloor, Shakti Sadan, Oppesite Kali Mata Mandir, PSTCL, Patiala

3). 11 Nos Photostal capics of the above letter,

Regd, OFF, : Shop Na. 445, Sector 3-C, G.T. Road, Mandi Gobindgarh-147301 (Pb.) India
Works : Village Sounti, A=lsh-147 201 (Fb.) India =Fh.: (W) 01765-230491, 230091
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515N CORPORATION LIMITED

TE THEHEMIEEI
P NJg?ﬁf:- plt'-'EEE Head Office, The Mall Patiala-147001,Punjab
Regc, i mhber: Ud 40108 PB2010SGCO 033814 pstcl.or

::-:nunts Officer (F& A), ARR EEclu?n]l
Mata Mandir, Shakti Sadan, Patiala.

d Opp.Kali
N 0175-2790183 Email : fa@pstcl.org

o The Secretary,
Punjab State E Electricity Regulatory Commission,
tor 184, Chandigarh- 160018

Site no. 3, SeC
Memo No.__ 15O JCAO(F&A)MYT-III
Dated: D ?Ii‘rt' 1:’1’1

Of-0F )
Subject:  Objections No.7 raised by ‘JIMAq. ALLOYS Pvt. Ltd. in Petition
no 73/2022 of PSTCL.
Ref: vour office E mail dated 31.01.2023

Vide email under reference your office has forwarded the objection

raised by VIMAL ALLOYS Pwt Ltd. on Petition no. 73/2022. Point Wise reply to
ns raised is enclosed herewith for kind consideration.

the objectio
DA/ As above o chaef.ﬂ.ccngms-afﬁtﬁr (F
LpsTCL, Pafiala
— : ; w,
-
D ﬂ"'\w

CC: M/s VIMAL ALLOYS Pwt. Ltd, Shop No. 445, Se
. : ' : " ctor 3-C, G.T.
Gobindgarh — 147301(Punjab) T. Road, Mandi
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M/s VIMAL ALLOYS Pvt. Ltd.

Replies to Objection No.- 7 raised by
e Return on Equity

1. The Then Punjab State Electricity Board (PSE

(Supply) Act 1948 as per which PSER was to fi
Loans only and interest on loan installments were recovered through Tariff. Loans

were given by GOP and to escape the interest and installments payable 1o GOP,
PSEB got the loan(s) converted into equity of GOP in PSEB.

ariff order for the year 2002-03 whi

GOP as a body corporate
h 1987 under section 124 of Electricity (supply)

nting Government loans granted

B) was co nstituted under Electricity
nance all its Capital work through

2. PSERC issued first t ch stated in Para 6.10
that PSEB has been declared by with a Capital of Rs.5

crores with effect frorn 10th Marc

Act1948 and converted Rs.1612 crores represe
upto 3/90 into equity during 1991-92 and Rs.1189.11 crores representing 50% of

loans granted during 1990-91 to 1994-95 in 1996-97. The total ctate Government
Equity in PSEB is Rs.2806.11 Crores. Further no ROE was allowed in the tariff
Order 2002-03 to 2005-06 by PSERC and only 3% Return on MET Fixed assets were

sllowed as per Supply Act 1948.
3. As is clear, Initial equity of Rs. 2946.11 crore as on 2006-07 onwards on which
ROE of Rs.412.46 Cr per year was allowed as per Para 4.15 of TO were loans of
GOP camouflaged as Equity to get higher returns thro ROE.

4. On restructuring of PSEB into PSPCL and PSTCL on 16.04.2010, equity (in fact
loans) of Rs.2946.11 Crore was also distributed as per provisional FRP/Transfer
scheme as Rs.2617.61 Cr and 328.50 Cr and ROE was allowed separately as

Rs.366.47 Crand Rs.45.99 Cr for PSPCL and PSTCL respectively.

there is no objection on such conversion for accounting purpose but for
there is no differentiation between loans given by

Board/PSPCL and equity. In fact, all the assets of
borrowing/debt and a part of it shown as
Discom to reduce its interest and

5. While
fixing tariff, apparently,
Government of Punjab to
PSEB/PSPCL/PSTCL were/are created by
equity of Board. This evidently was done to help
repayment burden as ROE/dividend is not payable under companies Act to GOP
till PSEB/PSPCL is running in losses. Thus a methodology devised to keep the tariff
on lower side is now being used to increase income of PSPCL by unduly loading
the consumers and to meet the financial losses due to inefficient woring of

pPSPCL/PSTCL. Consequently, the consumers of the State are burdened with the
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h amount, which is in fact a

%-16% ROE on suc s to be allowed.

higher tariff in the form of 13 7.8% interest need

government loan on which not more than o T
unt of Rs.3132.25

head "Consumer

. nsfer sch
6. Subsequently, Financial restructuring f’lﬂﬂ E_TE.E:H an amo
and notified on 24.12.2012 by GOP. In this nOWHEC S -

he
crore standing in the books of PSEB on 15.04.2010 under t 1
Contribution & Govt Grant” etc Were also cnnvertedr f pSPC
same was admitted by PSERC as well. Thus the-equity 1 4) an
from Rs. 2617.61 Cr to 6081.43 Cr (Para 3.16 of TO 2013-14) he to
o Rs. 605.83 Cr (Para 3.10 of TO 2013-14) respectively. THUS *

increased from 2946.11 Cr to 6687.26 cr.

L were enhanced
d from 328.50 Cr
tal equity was

Govt Grants/subsidies was
the

; ontribution and g
7. The conversion of consumer contri 4 PSERC 1o reconsider

appealed by consumers in APTEL and APTEL directe
issue vide judgment Dated 17-12-2014 in Appeal No

under:-

"48-—we direct the State Commission to adjust the excess amount of ROE in the
impugned order from the FY 2011-12 onwards in the ARR/True up for the year to
provide relief to the customers.”

50.3 The findings of this Tribunal in Appeal no.46 of 2014 shall squarely apply to

the present case. The state commission shall re- determine the ROE as per our
directions and the excess amount allowed to the distribution licensee with

168 and 142 of 2013 au

carrying cost shall be adjusted in the next ARR of the respondent no.2. *

8. APTEL observed that the Govt can hold any amount as equity in PSPCL and
PSTCL but ROE needs to be granted on actually subscribed and paid up equity only
i.e cash money infused needs to be counted as equity for the purpose of ROE.
PSPCL has filled the Appeal against the order in Supreme court and stay has been
granted. Final order of SC is still awaited. however, because of stay granted by the
Supreme court, PSERC is granted ROE on Rs.6081.43 Cr to PSPCL and on 605 88 Cr
to PSTCL. The CAG also objected to the conversion of non-interest bearin

consumer contribution and Govt grants /subsides etc into equity, g

9. Subsequently, MOP,GOP and PSPCL entered into an a :

PSPCL loans of Rs.15628.26 Cr were to be taken over him;;&';t as per which
bonds by banks and loans were to be taken off the books of PSPCL 'ﬂ'ul[iﬂue of SLR
ended on 31.03.2020 and PSPCL proposed in ARR 2020-21 to cul o ey
amount of Rs.15628.26 cr as GOP equity in PSPCL i.e increasing G{;: ir;

the |pan
ity from
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£081.43 cr to 21709.69 cr. PSPCL claimed ROE on Rs.15628.26 simply @15.90% 1.
Rs 2485 cr in addition to ROE of Rs.6081.42 crore. Thus maneuvering the entry of
loan amount to equity, PSPCL was to load consumers by 3423 Cr. However, vide
tariff order dated 28th May 2021 PSERC rejected the pro posal of PSPCL.

10. In the ARR of FY 2022-23 dated 30th November 2021, PSPCL has come out
with an entirely new argument that out of Rs.15626.26 crore, Rs.2246.77 were
spent on capital expenditure and out of balance 13381.49 crore working capital
loan Rs.2346.19 crore were also divert rowards capital expenditure Thus total
Rs 4502 crore should be treated as equity and ROE should be now allowed of
Rs. 10674 crore (Rs.6081.43 Crore +Re.4582 crore) inspite of the fact that PSERC
2nd APTEL have amply made clear that only cash flow is to be treated as equity
for the purpose of ROE MYT regulations provide that equity should be actually
infused for creation of useful assets. The claim of PSPCL was rejected the PSERC
&8 . in the tariff order for F-Y 2022-23 ROE was allowed on Rs.5081.43 crore only.

Now in the ARR for F.Y 2023-24 dated 29.11.2022 PSPCL has again shown the
opening equity at Rs.10674 crore instead of Rs.6081.43 as allowed by the PSERC
in previous Tariff order for the year 2022-23. There are no details available in ARR
as to why the increased equity has been shown as opening balance of equity
while determining return of equity in the tariff arder. The equity which qualify for
ROE was determined only at Rs.5081.43 croresonly. There was na fresh flow of
funds from GOP.

B Therefore, this year also ROE should be allowed only at Rs.6081.43 crores only.

It is also worth mentioning that UDAY scheme was accepted by PSPCL, GOP and
central Govt. TPA was signed by above three parties and as per para 1.2 (d) of the
UDAY agreement in which 25% of the total loans will be converted into equity of
GOP and balance 75% will be given to DISCOM as grants. The para 1.2 (d) in
reproduced as under:-

“The Borrowings made by the State to takeover DISCOM debit during 2015-16
and 2016-17 shall be utilized by Government of Punjab solely for the purpose
of Discharging the DISCOM debt and transfer to DISCOM as a mix of grant

loan of equity as described in following table:
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From the above chart it is quite clear that there is no

 ————1Rs. In cn
- Transfer to | RS :
e, to | Transfer 1O : Outstanding
[year |Total Debt taken ;:a;}::fr 015COM | Puniab pD._I;Sné;:JhM 0 iy
Over ; DISCOM in .
Iy the - " the form the form Punfj:?}hm
grant i of Equity | DI5
ey
1 [1p418.84
S — 24
year 1 | 50% of the total 1041 1B _ =
fdebt L s T 15628.26
vear2 |25% of the total .
| debt —+——1 [15628.26
Year 3 1 —1 |15628.26 _
Year 4
3900.00 =
YearS | 11720.26 | =

justification of converting

loan of 15628.26 crore into GOP equity as at per Tripade agreeme.nt under UDAY
scheme. The only 25% loans should have been convert in GOP eqmt*.t and bala_n-:e
75% was to be given as grant to PSPCL and PSTCL but converting EE’ItIT'E loans into
equity of GOP is misconceived and is to load the consumers with higher return on
equity and higher tariff and this should not at all be allowed by PSERC.

PSTCL's Reply:-

It is submitted here that PSTCL has claimed Return on Equity as per Regulation EF
of Punjab State Electricity Regulatory Commission (Terms and Conditions for
Determination of Generation, Transmission, Wheeling and Retail Supply Tariff)
Regulations, 2022 as notified by Hon'ble Commission.

Interest on loan capital:-

Under the head interest on loan capital at sub head 23.5 it is proposed in the ARR
as follows:-

"23.5 The interest on excess equity treated as loan shall be served g

: t the weighted
average interest rote of actual loan taken from the lenders. 4

But there is no justification at all to allow interest on the exe
not be treated as loan as there was no such provision
adopted by PSPCL, GOP and MOP and as per

'| UDAESE equity which can
n ¥ scheme which was
the UDAY scheme 759, of loans were

‘th,,ulah.--"t :
gl
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to be given as grant 1o psprlL and PSTCL as explained in for para no.10. Therefore
the claim of PSPCL should be rejected on this account.

PSTCL Reply:-
Relates to PSPCL.

. Voltage Rebate to 66/220 KV industrial consumer

HT rebate is granted in accordance with the Electricity Act 2003 providing that
variff should be in line with the difference of voltage wise cost of supply for the
relevant voltage. Hon'ble APTEL has also upheld this provision and voltage rebate
was also granted to Punjab consumers in view of the numerous orders issued by
APTEL in this regard. Due to the difficulties in implementing voltage wise Cost of
supply based tariff, voltage rebate is given to0 partially compensate such

mm-onsumers. The difference in cost of supply for the consumers connected at 66 KV
vis a vis 11 KV consumers as per previous tariff orders issued by the Hon'ble
Commission is extracted as under:

| Tariff order for the Cost of supply Rs/U nit for Difference
year 66 KV industrial | 11 KV industrial
2017-18 6.32 5.94 0.38
| 2018-19 6.12 6.63 0.51
2019-20 | 6.22 6.86 | 0.64
=

As is evident, the difference in cost of supply is increasing over the years and is
much more than the HT rebate of Rs 0.25/unit available to 66 KV consumers.
instead of increasing the HT rebate to bring the tariff of HT consumers in line with
cost of supply as directed by APTEL, HT rebate should be as shown in the above
table in accordance with cost of supply and HT rebate is kept fixed at @0.25/unit
whereas it should increase as difference in cost of supply of 66 KV and 11KV
consumers increases.

Before issuing the tariff order for the F.Y 2021-22 reply from PSPCL was sought on
voltage rebate there reply was as under:-

Reply of PSPCL

_PEPEL would F_ikg to submit that an increasing voltage rebate will cause reduction
In revenue, so it is requested that the while considering to fix the voltage rebate in

Bt
—
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: demanded by th
g basis as . e
ron pemgzzﬂfhe financial interest of PSPry
cos

3 ther category win
riff for any @==
then tad f; e loss which may furthe,

commensuration with cost of supply @
objector, Hon'ble commission may keep
and allow PSPCL to recover legitimatée
PSPCL is reduced due to more HT Rebate, il
have to be increased to compensate for the sa!

lead to disturbance of Cross subsidy
6 KV consumers should S
he 11 KV consumers

jevels.”
ubsidize more to the other

PSPCL reply means that 6 of general industry ang

category of consumers even to t

power intensive industry fed at 11 KV =
<5 subsidizing the other

is already Cro :
) ple to substantiate our

It is already well known that the industry S
categories of consumers. Here we want to put an ex

claim for higher H.T Rebate. a

For example:-
e other category of

Suppose the industrial consumers are subsidizing to th
the tune of Rs.1 per

consumers such as agricultural and domestic consumers to
unit. Then the subsidy level for 66 KV consumers will be

Rs. 1+ 64-25= 1.39 per unit.

This difference is as per cost of supply worked out for the year 2019-20. Alt hough
it will be much more in the year 2022-23 and 2023-24.

66 KV consumers should not be made to cross subsidize more to other category ::F
consumers and even to general industry and power intensive units fed at 11 KV. Iif
the 66 KV consumers are given full rebate as per their cost supply then it may
increase the Tariff for other categories of consumers by mere a fraction of 1 paisa
per KWH which will not pinch other categories at all,

Hence giving a mere 25 Paisa/unit rebate to 66 KV consumers i .
ers
also. is unfair and unjust

PSTCL Reply:

Relates to PSPCL.
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, Two Part Tariff:-

¢ introduced as few year back and it was said at the time of
t this is revenue neutral. There is no difference of

revenue for the DISCOM but it does not suits at all to the consumers. Therefore, it
is requested that PSERC should revert back to the single tariff as it is used to be
before introduction of two Part Tariff as DISCOM will earn same revenue as by

Two Part Tariff.

PSTCL Ftegly:
relates to PSPCL.

Two part tariff wa
introducing two part tariff tha

e Night Rebate on Tariff

B The night rebate was introduced to encourage th
electricity during night as there is less demand during night hours.

rebate as conveyed is @1.25 INR per unit but due to
| effected of this rebate is only 14 t0 15 paise per

1.25 per unit.

g consumers to consume more

it is worth mentioning that
cap imposed on Tariff, the actua

unit which otherwise should be Rs.
d that the cap imposed for Tariff should be

The refers, it is humbly requeste
ould be at least Rs.1.25 per unit.

removed and the effected rebate sh
PSTCL Reply:
l Relates to PSPCL.

« Cost of supply for power intensive units:-
intensive units is less and also the

It is prayed that as the cost of supply for power |
Tariff for power intensive units is different from other categories of consumers,
sjive units should be separately calculated and

the cost of supply for power inten
the Tariff for these consumers should fixed separately as per cost of supply.

PSTCL Reply:
Relates to PSPCL.

St
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