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PUN]AB STATE TRANSMTSSTOI{ CORPORATION UMTTED

REGD. OFFICE, PSEB HEAD OffICE BUILDII{G, THE MATL PATIATA

oF@

,.t^..-- rhe se.rctary,

' O\ 
a/ Puniab stlte El*tncity Resul.tory commission,

-,t sco o. 220_221r sedor 34_4, chandigarh.

Memo No._lsa/rA/AnR/27 ,"."0,rJ,/r,

PETIfiON IOR ARR & DETERMINATION OT TARIFF FILED BY

?STCL FOR TIIE YEAR 2012-13: DEFEC1ENCM

Please refer to you memo no. PSERC/Tatilt/'t/1sOA/868G87

dated 06.01.2012, r€ERC/Sr.Ao/ARR/2012-13/103 Dated 10.01.12 ad meeting

held jn your office on 10.01.12.

ln the alove .ontext, point wise reply to the inlormation/cldification

as soudt is attached 6 Amerure-r

SUBTECT.



oslcl

1. mpacl olthe r€vked scales on the emp ovee.ostforthe vears 2011 12 and 2012 1l

The impact ofthe revsed scales on lhe eiplo\iees costforthe vea6 201r'12 & 2012_11 s

beins worked out in consultalloi with PSPCL as the paY revnon was made etlective from

I 01.06 a^d was imp .mented from Aus 09 bv erutwh le psFB

2. Detalk oloutsourcinsior 2011 12.

a) Act vites lorwhi.h oulsour.ing has been done and th' r':<on!thereot

b) Deta k olexp.nses re aunC to outsourcing

c) Heads under wh ch the expenses of ouisourcing have hecn 
'l'hiied 

with detalk

a) Ihe p€reonne engaced through outsour.ing in dlfferent actvties are data ent'/

ooerat06, eectnan5, Drlve6, rkiled labour, unskiled Labour' The oulsourcjng was

iecersitated due to shortage of naff in the respectve catesores' n addition, se'uritv

aftangemenr both for offces & crid substations has ako be€n outsou(ed A the Grid

srh(etions areto beorovided withsecurilvpeEonnelonoutsourclns basirforwat'h &

ward oJthe assets ofthe corporation,ln addit on 1o the erist ng se'uritv a(ansement'

veh.les have a so b€en hked on outsourc€d bas s for offn alwor(

A( uhmitted n our oetton for spprovalofARR, the operation & Malntenance of 400

(v system, which is to be.oomissoned durnS FY 201213 i5 also to be oucourced ro

PGcrLiilLsuch time our peGonne are traiied to take over tho o&M job ofthe400 KV

b&c) The expend ture on above ac.ounts has bee^.la med separatelv under A&G head' The

detai of expen5.s related to outsourclnE has been provlded under different heads,

whch ha5 be.n shown under tormat F s ofthe petition The expenditureon account

ol outsourc ne are beine booked under GH 76 .e Admiiistratve & Geiera

;iffiddrsotrPfl..rn&r
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3. The deralk of capex upto october 2011 has been supplied in r€pv to def iencv etier

Bowever, deta k Gcheme w se)of.apex upto 3li Dec 2011mav ako be provided'

'.1 
,fl""fr; ss*r

.t"oo",

I 
*'"' 4G

daoo i,:;l',*#
REpuEs ro rHE oEirEs Ar rMrr4aIEs-v!!!l{!!44,!q!I

rhe actualdate, where the wordlnc "til date" is ment oned is ar underl

. nSr. no2 , 3110.11

' lnsr no.3 : 31,10.11
! ln 5r. no.11:31.10.11
. lnSr no.19:31.12.11
. nSr.no.20:31.12.11

2, Reoles lumshed to point No.2 indlcale total amount of Emplovee Cort, R&M and A&G

erpenses, NTR and also Revenue receved. Delailed information sub headwise for alLthe

.ostsmay ba provided aongwiththedate uptowhnh positonhas been indicated'

t has been noted that in the rep v to deficien.v letter inlormation on various points supp ied

is til date but the actual dat€ to which thedata relate, har not beei indicated Needfulmav

be done nowwhereve. nece$arv.

Dpraired information sub headwse updated upto 3011.11k attached as annexu16A.

i'rirnfr;;fi;i.]EloNMLAit&'
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3. Depreciation has been claimed at an average rate of 5 23% for a the assets owned by the

Company. The reasons as to why the rates ofdepreciauon provided under Companys Act

h6 not been adopted need to be explained.

PsTcLhasappied an average rate of 5.23% on the a$et-bare for caku at ng deprec ar on tn

accordance wnh Re8ulauon 27 ofPsERc (Term a^d condtions for determinaton of Ta.ilf)

Resu ations,2005lPSERCTa ffRegulations).ReBUlation2TofPSERCTariffReCUtationsnare5

Fotthe puryase of tailt depreciation shdttbe hhplted inthelollowinQ nonneL...

Depreciotion tot qenerution dnd trcntni$ion dssets tholl be .al.uloted dnnudlly as pet

stdiqht line nethod ovet the uselul lte ol the ds.t ot the rcte ol deptecidtion specilied by

the c"htrol Eledriciry Requlatoty Connistion frcn tihe to tihe.

Pravided thot the tatoldeprceldti.h duting the liJe olthe asset thdllnar
qceed 9a% aJ the oiqinat cost

Depreciotion fot distribution ond ather assets nat caveted by cERc shd
he os pet 5avernnent aJ lndio naths oJ 1994 os moy be revbed by the
canntssion fton tine ta tine " lEnphdsit supolied)

Therefore, based on averase depreciation.ate ofs23% as speclfied n CERC (Terms and

Condiuons for determinatioi of Tariff) Resulation, 2009 har been .onsdered for

ca cu al ng depreciation in th s pet t on for purpore of RegulatoryfilnC

4, n reply to poidt No.5 of the deficiencies, it has been iirimated that ihe nterest rate of

12.50% har been coisidered for loan addil on durinC Fy201112 and 2012.13 Asothe rate

of merei on work nE Capira has been cla med at 12.50% pA. The basGofadoptnsrete oi

ntere{ ar the 
'ate 

of 12.50% may p ease be;lucldated,

Th. mte of interesl on capital oans has been adopted a5 per REC and inr€r€rt on workins

capita rate has be€n averaEed out o^ the basG ol int€ren.harses bv REC & stare bank of



PatiaLa i.e. 12.25% & 12.75% per annum. A Loan Pollcr circular oJ REc is enclosed as

Empoyee Cost R€oultm€nt of additiona work force of 797 Nos. ol Empoyees has been

inrimated. wheiherthebanlmposedontherecruitmentbyrheGo!'t.hasbeenr€axed? lf

so, a copv otthe Govt. sanctiontothk eflect may befurnkhed to the Commksion.

Copyofthe Govi. sanction is encLosed herewlth asAnnexure-C

It has been noted that the RoE has been claimed al a rate ot 15.50* whereas the

Cohnission has ak$dy made itclearthatthe rate of ROE of 15.s0% as given in the CERC

Tariff Reguauo.s, 2oo9 has not been adopted by the commission and this tact is well

known to the company. The reasons for claimin8 RoE al a rate of 1550% mav be

PsTcL has claimed RoE at the rateof15.50% in accor&nce with R€gulation 25 of PsERc

Reguhnon2s of PSERC-rariff Regulationsstates as under:

1, Rerwn on Eoohv sholl be conpured on the poid up equity capitol

deErnined in occotddn.e with Requlotian 24 and th. b. guided bythe

the cen',dl alecil.lty Reguldroty cfinistion (Tens @<! coadnions oJ

Tdrifr) R.st tdttont, 2004 ds dnended 4 the cERc Jbn nne ro ide.
Ihe sohe p nciptes will dpply Jor dinribution butines ole os fot os

,,." IEnphdsis sueelied)

Regulation 15 ofcentralE ectricity Regulatory commhsion (Iermsand conditions of Tariff)

Regulationt 2009 states as under:



DsIcl

"1s. R.tun on Equlty.

I Retuh bh eqLny sholl be computed in tupee terns, on the equity bdse

detethihed jh d.c.tdon.e with rcqulotiah 12.

2 Retutn .h eauny sholl he canputed an pte-to, boris ot the bose rate al
1s.s%ta be srcssed up dr pet clause (3)oJrhis eqrtotiah:

3 lhe nte oJ rctuh ah eqLny rholl be conputed by qtossinq up the bose

tote with the nomd tax tute fot the year 20A3-09 opplicable ta the

concer1ed qenerutinq canpdny ot the nansmksian licensee, or the co5e

hov be:

1 Ptovided thot rctuh ah equity with rcspe.t ta the octual tax rute

applieble to the 1enetutino cohpany at thettunshkion licehsee, os the

ease ndy be, in line with the ptotisians aJ the relevdntFindnceActs.J the

respective yeot dutinq the toiJJ petiod sholl be trued up sepdtutety fot
each year of the ta ff peiad otonq with the taiff petition fited J rhe

next tariff period

5 Rate aJ teturn on equky shd be ounded au to thrce derindt points and

be computed osperthelomoto qiven betaw:

6. Rate oJpreraxretum an eqtity " Base ruk / Or)
whete t is the oppticobte tox ftte in accatddnce with ctdL,. 13) aJ thit

requlotion.'

snce Resulation 25 of PsERC lTerms and conditions for d€terminaton of lartfi)

Reguato^s,2005 states that ROE shal be Cuided bycERC (Termsand ConditionsofTartli)

Reguatio^s, 2004 as amended from time to time, rare o115.5% has been co^stdered tn

accordanc€ with CERC Tarifi R€sulations,2009 whkh supereed€s CERC Tarff R€suarion,

2004. ROE i5 provided 10 Ut lity in order to encourage the Uritity to reinve5r inrhe busines.

f ROE ir nor provided adequately, t wit adversety affect the capta tnvesrment which is

noi d€sirable a..ordins to Ele.lricityAct 2003 and TariffPotcy.

Also, Clause 5.3 oi Tar ffPo cy states as !nder:



o) Ret"h an lnvestmeht.

Bdtdn@ needs ta be nointoined between the nterests aJ catune5 ond the need

Jot ihvestmentt while tdyihs down rote oJ retum_ Retum rh.uttl ofioct
investhents ot por with, iI hat in NeJerence to, other sectos so thdtthe elec icity
sectot is able ta cteate ddequate copacity. fhe ote al return should be soch thot
it dtthws senetdtian of reasanabte surylus Jot srcwth .J the sectot_ rhe centftj
cmnntion vould norifi, ftun tine to tine, the rcte ol ktun on.quuy lot
eendation ond tdnsnisrion prcjecE keepihd in vi.w the dsse$nent oJ ov.tdll
nsk ond the evdtenr .ost oJ c,pltdt wtlich sholt be lottow.d by the SERC, atso,
fhe tute oJ rctuh no Jied hy cERc Jot transnissioh hoy b e dd opted by the stote
Electnciry Reguldtoty Connistians ('ERG) lot ttieiibution with appbptidte
nodiJication tdking ihta riew ke hiqhet tk invatved. Far uniJarm approdch in
this hottet, it would be desndbl. ta anive dt o cansenss thrcogh the Farun of
Reguidto6. while ollowing the totdl copitot con bJ the prciect, the Ap\aptidte
cahhbsion wauld ensurc thot these ore reosonoble ond ta ochiev. this .bjectve
requkite b.nchno*s an copital catts shauld be evolved by the Regrtobty

Explonotion: Fot the purpases aJ rctuh on equity, ony cdsh resources avdiloble to
the canpony lrcn its shate prcniun dccaunt at Irch its internot resources thot
ate used ta fLhd the equtty canhitnents of the pbject under eansiderutian
thould be treoted as equity subiect to tintotioE @ntoined in (b) belaw.
,.," lEnphdsi, suppti.d)

Hen.e, PSTCL has consdered rate of 1s.5% for calcutating Return on Equity in accordance

with PsERcTariif Reculations, 2005, cERc TariffRegulat ons,2oo9 and Tarffpo i.v.

7. ln r€ply to delciency pointed out ar sr.No 10, it har been inr mat€d that the b.eak up of

terminalbeneiits ior FY 2011-12 and FY2012 13 isC ved in the tab e tt has been noted thar

the fiCures eiven are only for one year and not for both the yeare. This may ptease be

looked into and the detailed head,wke ligoies duy reconcited with inforfiaflon given in

Format Fl of the aRR be supptied for Fy 2011 12 and Fy2012 13.

Asperthe€arli€rqueryinTabe9lPage 39),termna benefitsareshownasunder:
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rn Form FIar Page 113 the Jmounr hI been is under

Resardins "Workman compensation", it may be considered as sa ary & allowances

a, lt hai been nored that in the prevous year ARR, 8BMB R&M erpeises were n.uded

whereas ii the ARR fo. the curentyear BBMB e&enses have not been incruded. Reasons

forthi5 departure may be lntimaled

BBMB R&M expenses are a part ot PSPCfs ARR. Ihe previous ARR fil€d bV PSTCL was

calcD ed by aoportonns each erpense ofPSEB between PSPCL and PsTcL due towhch

li.q!



ps
EBMS,R&M e&enses were in.luded in psTcL,r aRR atso. The ARR for fy 2011-12 and fy
2012-13 subfritted n the Peiition are based on aduat expenses incured on a..ounr ol
various heads during FY 201112 {Hl) since the BBMB R&M expenres have not been

adually incutred by PSTCL during FY 2011-12 {H1), safie has not been considered lor

9. ln repyto Query 15 otthe defi.iencv tetter it has been intimated tharthe ROE ofRs.45.99

Croreallow€d bythe cdmnisson for the year 2011-12 has been gro$ed up with rhe initiat

equilyofRs.323.50Crore. t may be confnmed whether RoE of Rs.45.99 Crore ha3 actuaty

been emp oyed/invested as equity by the company in the year 2Olr-12.

Therearetwosourcesof equitv nfusoninPSICL:

Government of Ponjab equity infusioh

PSTCL in this Pettion has assumed that irs expenses ctam wit BE approved n fut by the

Comm*ion, hence,the ROE €ntitlemeitapproved byrhe Commisston wit betheamornt

that w ll be uanlfered as Aeserv€s and Surplus head in the Aud ted accounts and wi I form

part of Net wodh. fhG profit wou d b€ avaiable to PsrcL for reinvestinB in ro the business

r fo,aor c.8uaro^ -ql(yth.o(ghi.ra.na a(.uJ nrL(on

PsTcLwoudaho lke ro submit thar the Rqutatory equ ty approvat sacofrmonpradice

fo lowed by various Reeutatory Comm $ions. MERC in itr tariffOrder tor approvatottarff

for Maharashtra Siate Ete.kiciry Distrtbuiton cohpany Lihred ior Fy 2006 07 dared

Odober 20,2006 (th s was ihe frst Ta fI Order by MERC after the unbundting of MSEB)

has approv€d regulatorv equity asfollows:



Iqnil_r'.sper P6B,ohl lr lsfn sdr e6oD

C+ d E\pe inrc arr,nalMrionDn, gF\

l4 l Fudddedrl3 I\ r00l 05
opa sEqnin lorFt 1005-06
C.pn.l Expe irtrn crpn,teioDDunlgFt

It may kindly be noted he.e that though the Government ot Maharashra Equilv was Rs

2250 Cror€, MEnc has approved ReEulatory Equty on the basis of approved Capita

expenditure added durln8 theyeartothec osing€quity of FY 2OO5 07.

Nence PSTCL r€qu.sts the cohmission t6considerth€ above subm sion in thk regard.

!, REPUESTOTHEOERIESASRAISEOOURINCMEMNGHADONTO.OIITATPSER€OTTICE

1. Whether "AnV othe. expenses" as indicated in the Form F.1 are ior pensioners or Regutar

The detalofanyother expenses shown nlormatF,l(EmpoyeeCost)olRs.2,22Croreupto

september2011 h as under:

1 Amount relaung to LTC/LTA of work ry employees (GH 75.512
&613)

welfare expenses of working

3 Amounr relatin8 to staffwelfare expenses ofworking
emp oye€s - othe6{6H-75.7) except 7 5.1 40 & 1 5. 7 62

Amoui elatinsto staff welfare expenses a5 ex gratia to the
m€mbe6 of deceased,amp oyees in case ofdeath(GH 75.762)



5 Terminal benefits of woft ing

PF, FPtCPF, Group lnsurance
(6H 75.am b 75.451 except

employee ike ao.rdt shar€

& PF iispection .harges etc.

6 Terminal benef its of retiring
Allowance, ReimbuEemen!
to pensionets IGH 75.a10ro

perconnel like Fixed Medical

LTC, So atium, Momenro etc. paid

Tolal any other expenses

2. "Prior Period expenses" as indtcated in Form F 1& F-4may be exptained.

It Is submited that amou.t shown as pdor pe.iod expenses under different format ltke

employee cost, rcpan & maintenance et.. had been misctassiired by the difierent

dsouihe un'ts wh (h -asnow been cor.e.tified upro \ovemb.r70 l. 0 _
Fi"*.itrad,i,l9'lr>

PsTcL, Pariala



Establishment Expenses exctudins sLDc (Rr. crore)
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130.60

Salaries & Allowan.es
Basicpay

a!!!n$j !l!9!!!!e
House rent a lowance
F xed medi..lillowance

S![e, 4!19y!!!!s
Over time pavment

l,ledical rcimbursement charoes

leneranon incent ve

sub-total _
!944a1 Benefits

GatuiW

Cohmutation of pe.s on

Workman @mpensation

Ex-qratia _
E!'nqe Benefit Tax
Sub-total
PensionPayments
Bas c penslon

Dearness Dension
D€arne<q : lnw:n..
A"I!tq!Ip!!eq]
F14A

Torat (10+17+23)
Amount apitallzed
Net amount (24-2s)
4!4PlqlqpLeryq$L
Grand totat [26+27)
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l

9

10
Il
1!

13

t5

lL
III

la
20

4
23

25

?9
29

30
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_ A&c b.p€ns€5 exctuding SIDIC (R!. Crorc)

4<e€EiGra.+=€€:c te::affi
EEE@bE&E5:g * ffia=

1 0.55 0.81

0.01
3 Telephone, postaEe & teleqrams o.22 0_24

0.01 0.02

Other prcfGio.al charq$ 0.00 0.00
Conwyance & tEvel expens 5.54
Eleciricity & water charqes

1.33 2.15
t0 0.65 1.16
11 0.06
72 Other material related e)@enses 1.36 2_OO
13 0.57
t2 a-a4 12.79

a.a4 L2.79

PSEB/PSTCL 2_17 3.00
BBME

15 G.7t 9.79
16 0.00

A&G for Assets Addition durhg the

Tot l €xp€ns€s .harg€d to
6,71 9,79
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