
REPLY TO DEFECIENCIES
FINANCIAL

1. True-up for FY 2016-17:
(i) As per Regulation 12 of PSERC (Terms and Conditions for Determination of
Generation, Transmission, Wheeling and Retail Supply Tariff) Regulations,2014
(hereinafter referred to as MYT Regulations), the True up for FY 2016-17 has to
be submitted with the APR for FY 2017-18. The same be submitted now along
with the foll0wing: 

Ia. The Audit Report of Statutory Auditor and the comments of Comptroller and
Auditor General of lndia on AnnualAccounts of FY 2016-17 as per the Companies
Act.
b. Cost Audit Report and Compliance Report(s) for FY 2016-17 may also be
furnished.
(ii) Further, delay in filing of True Up for FY 2016-17 may attract the decision of
the Hon'ble APTEL dated 01.12.2015 in Appeal No. 146 of 2014, which holds that
carrying cost on gap should not be allowed for non-submission of audited
accounts.

PSTCL's Replv:
Finalization of annual accounts of FY 2016-17 was pending due to implementation
of lnd. AS. Now the annual accounts have been finalized and the same is being
put up before Board of Directors for approval. After approval of BOD Statutory
auditor will give its report and C&AG audit will commence.

2. Revised Estimated for FY 2018-19:

PSTCL has filed the instant Petition for Annual Performance Review (APR) of FY
2017-18 (with proposed Net ARR of t1403.72 crore and Revised Estimates for FY
2018-19 (with piroposed Net Revenue Requirement (NRR) of 71487.98 crore).
The Commission, in Tariff Order of PSTCL dated 23.10.2017, approved the
Projections of FY 2017-18, FY 2018-19 and FY 2019-20 wherein NRR of
<1234.87 crore, <1283.86 crore and t1337.15 crore for PSTCL.

Annua! Performance Review (APR) to be carried out is governed by Regulaiion tt
of MYT Regulations. The scope of the Annual Performance Review is comparison
of the performance of the Applicant with the approved forecast of ARR along with
the performance targets specified by the Commission [Regulation 11(7) of MYT
Regulationsl. The Petition for Annual Performance Review is to include the details
of actual capital expenditure, details of income tax paid and actual operational and
cost data to enable the Commission to monitor the implementation of its order
including comparison of actual performance with the approved forecasts (and
reasons for deviations). Additionally, the Applicant has to submit Annual Statement
of its performance of transmission business including a copy of its latest audited
accounts. [Regulation 11(a) of MYT Regulations]. Projections of FY 2018-19 have
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already been finalized in PSTCL's Tariff Order dated 23.10.2017 and there is no
provision for revised projections. The petition may be re-examined/ amended
accordingly.

PSTCL's Replv:
The Hon'ble Commission in Tariff Order dated October 23, 2017 has approved
Aggregate Rgvenue Requirement the Control Period for FY 2017-18 to FY 2019-
20 and Tranfmission tariff for FY 2017-18. The Hon'ble Commission has approved
ARR for Control period on the basis of audited accounts for FY 2015-16 and
provisional accounts for FY 2016-17.

PSTCL is of view that the ARR approved in Order dated October 23,2017 has not
attained finality. While approving the ARR for Controt Period, capital investment
plan was provisionally approved. Further, it is noted that Hon'ble Commission vide
Order dated December 13,2017 has approved the Capital lnvestment Plan for the
Control Period for FY 2017-18 to FY 2019-20.

Further, as regards the Employee cost for the Control period, the Hon'ble
Commission in para 5.5.5 of Order dated October 23, 2017 stated that it has
considered actual amount of employee cost of FY 2015-16 from the Audited
Annual Accounts of FY 2015-16 as base for deriving the allowable amount of
employee cost for the Control Period, however, the employee cost of Control
Period will be re-determined after the True up of FY 2016-17, based on the
Audited Annual Accounts. Hence, the employee cost allowable for Control Period
shall bound to be changed after True-up for FY 2016-17.

As per Regulation 11 and 63 of PSERC MYT Regulations, 2014, PSTCL has to
file the Annual Performance Review for each year of the Control period. As per
Regulation 11.6 of PSERC MYT Regulations, 2014, the Applicant has to submit
the information for the purpose of calculating the expected tariff and expenditure
along with information on financial and operational performance for the previous
year(s). lt is understood that the expected tariff and expenditure would be for FY
2018-19, for which the tariff is to be determined in the present Petition, not for
ongoing FY of 2017-18.

Further, as per Regulation 11.8 of PSERC MYT Regulations, 2014, the Hon'ble
Commission shall either approve the proposed modifications(s) with such
charges. The modifications in ARR for FY 2017-18 would lead to change in ARR
for FY 2018-19, because of changes in closing balances of Gross Fixed assets,
loans and Other expenses.
In view of the above, it is humbly submitted that the ARR for FY 2017-18 and FY
2018-19 shall be revised in the present Petition and the impact of the same shall
also be considered in transmission tariff for FY 2018-19.



The copy of audited accounts for FY 2015-16 has already been submitted to
Hon'ble Commission while True Up and the provisional accounts for FY 2016-17
have also been submitted already to the Hon'ble Commission .

3. Capital expenditure:
PSTCL in the instant Petition has proposed capital expenditure of t385.50 crore
against the Commission's approval of t338.29 crore for FY 2017-18 in PSTCL's
Tariff Order. ln this regard, relevant extract of Regulation 9 of MYT Regulations is
reproduced pelow for reference:

"9.8. tf the normal coltrse, the Commission shatt not revisit the approved
capital investment plan during the control period. However, during the Annual
Pefformance Review, the Commrssion shall monitor the year wise progress of
the actual capital expenditure incurred by the Applicant vrs-ai-vis the approved
capital expenditure.
9.9. ln case the capital expenditure is required for emergency work which has
not been approved in the capital investment plart, the respective Applicant
shall submit an application (containing all relevant information along with
reasons justifying emergency nature of the proposed work) seeking approval
by the Commission..."

As required by Regulation 9, PSTCL has not filed any application for approval of
additional capital expenditure and has directly sought a capital expenditure of
<375.50 crore against approved capital expenditure of 1328.29 crore. As per the
provisions of Regulation 9, PSTCL was required to file an application for approval
of additional capital expenditure with detailed submissions, citing specific reasons.
The petition may be re-examined/ amended accordingly.

PSTCL's Replv:
PSTCL has filed the Petition for approval of Capital lnvestment Plan (Petition No.

44 of 2016) for the Control Period from FY 2017-18 to FY 2019-20 on May 30,

2016, in accordance with Regulation 9 and 10 of PSERC MYT Regulations, 20U1.

Further, Hon'ble Commission in Order dated October 23,2017 has provisionally

approved Capital lnvestment without indicating approval towards any specific

scheme and stated that final Order shall be issued separately.
Further, it is noted that Hon'ble Commission vide Order dated December 13,2017
has approved the Capital lnvestment Plan for the Control Period for FY 2017-18 to
FY 2019-20. However, at time of filing of the Petition, final approval of scheme

wise Capital lnvestment Plan was not available for PSTCL.
The PSTCL is analyzing the scheme wise approval accorded by the Hon'ble

' Commission. PSTCL will submit the application for approval of additional capital
expend itu re subseq uently.

4. Depreciation:
As per MYT Regulations, Depreciation for generation and transmission assets
shall be calculated annually as per straight line method over the useful life of the

asset. Provided that the total depreciation during the life of the asset shall not
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exceed 90% of the original cost. Also, the remaining depreciable value as on 31st
March of the year closing after a period of 12 years from date of commercial
operation / put in use of the asset shall be spread over the balance useful life of
the asset. Please provide the details of depreciation on assets in light of the
aforesaid regulation incorporating the following:

. o Details may be prepared head wise for all assets with further break up of
each asset to account codes.

. For ease of understanding, the details may be provided as per format
attaclled (Format-l)

PSTCL's Reply:
It is required by PSERC to enter the relevant figures of additions of fixed assets
and corresponding depreciation for past 12 years starting from FY 2005-06 to FY
2017-18 in the format of depreciation table attached at Format - I for the FY 2017-
18.

ln this regard it is submitted that PSTCL was incorporated on 16.04.2010 after
unbundling of erstwhile PSEB and opening balances were vested through transfer
notification by Govt. of Punjab on 24.12.2012 and division wise balances as on
16.04.2010 were given by PSPCL at cr:rporate level. Therefore balances of any
account head including fixed assets and accumulated depreciation are not
available as on 31.03.2005 at corporate level (as required in the above said format
of PSERC).
As additions made after 16.04.2010 upto 31.03.2017 relating tofixed is available
at corporate level and accumulated depreciation for the period 16.04.2010 to
31.03.2017 total as a whole (not separately on additions during this period) is

available .

5. LongTerm Loan:
ln case of transmission business, long term loans for FY 2017-18 have been
approved at 1229.80 crOre whereas in the petition it has been shown at t284.58
crore which is not consistent with the total Capital expenditure of <328.29 crore
approved by the Commission. Reasons for the variation/deviation be given.
Furnish the scheme wise details of actual loan raised by the utility during FY
2017-18 along with loan agreements with lenders. The details should clearly
depict the scheme wise opening loan balance, loan requirement and loan
repayment for each year separately.

PSTCL's Replv:
As regards the funding of capital expenditure, the PSTCL has proposed the
following approach:

(a) PSERC MYT Regulations, 2014 specifies the normative debt:equity
ratio of 70:30.
(b) PSTCL is entitled to earn minimum profit equivalent to ROE every year.
PSTCL will utilise the said profit being internal accruals as equity infusion for
the capital expenditure dr,rring the Control Period. The PSTGL has considered
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the equity amount at 30% of the capital expenditure limited to the extent of
Return of Equity considered for previous year.
(c) The remaining funding of capital works shall be carried out by taking
loans from banks and/or financial institutions.

Since, capital expenditure has been revised
Petition, the debt amount has been revised
the above principle.

Rs. 375.50 Crore in the present
Rs. 284.58 Crore on the basis of

Further, the;works being undertaken during FY 2017-18 include spill over works of
previous years. The Loans for these works are already tied up in previous years,

so there are no new fresh loan agreements entered during FY 2017-18 till date.

The actual loan details are attached as Annexure I to this document.

6. Miscellaneous:
White going through the expenditure incurred in the first half and to be incurred in
the second half of FY 2017-18, it is revealed there is variation from the forecast
approved by the Commission for FY 2017-18, in case of transmission and SLDC
business. However, the reasons for the deviation have not been given' in the
petition filed by PSTCL. The same is required to be furnished by PSTCL.

PSTCL's Replv:
The reasons for deviation against each head as desired by Hon'ble Commission is

as under:

Other Emplovee Cost:
Hon'ble Commission in Order dated October 23, 2017 has approved Other
Employee cost of Rs. 141.29 Crore for FY 2017-18 on normative basis after taking
into account the approved Other Employee cost for FY 2015-16. Regarding the
Other Employee cost approved by Hon'ble Commission, PSTCL has found the
following difficulties:

a) For computing the normative employee cost, Hon'ble Commission has

considered the approved other Employee costs for FY 2015-16 instead of
actual Other Employee Cost. The approved Employee cost for FY 2015-16 is
derived on the basis of actual cost of FY 2011-12 and applicable WPI add CPI

lncrease. The approach adopted is not prudent.

(b) Employee Costs approved for FY 2017-18 as Rs. 437.33 Crore is lower than
the provisional values for Employee costs for FY 2016-17. Hence, there is
genuine difficulty regarding the Employee Costs.

to
to

)

(c) The employee costs approved in MYT Order does not
addition of new employees in FY 2017-18 onwards.

include the impact of



(d) The employee costs approved in MYT Order does not include lnterim Relief
Paid to employees in FY 2017-18 onwards.

ln view of the above, PSTCL has revised other Employee Cost for FY 2017-18 on
the basis of proposed employee addition, increase in Basic, DA, lR and
provisional expenses for FY 2016-17. The detailed reasoning has already been
provided in the Annual Performance Review Petition.

The Hon'ble Commission has provisionally approved the Capital lnvestment Plan
(Petition No. 44 of 2016) and final Order in this regard shall be issued separately.
Further, it is noted that Hon'ble Commission vide Order dated December 13,2017
has approved the Capital lnvestment Plan for the Control Period for FY 2017-18 to
FY 2019-20. At the time of filing of the Petition, no final approval for Capital
lnvestment Plan was available with PSTCL.

Depreciation
PSTCL in the present Petition has computed the depreciation after taking into
account the closing GFA as per provisional accounts for FY 2016-17 as opening
GFA for FY 2017-18 and; addition of GFA equivalent to revised capitalisation
proposed for FY 2017-18. Further, the computation of depreciation rate of 5.24%
has already been provided in the formats submitted along with the present
Petition.

lnterest on Long term loan
The interest on Long term loan has been revised based on revised debt amount
considered and actual loan for first half for FY 2017-18.

For the purpose of the present Petition, PSTCL has considered the Opening loan
as on April 1,2017 based on the provisional accounts for FY 2016-17 and
approach adopted by PSTCL in previous Tariff Petitions. PSTCL has objected the
approach of the Hon'ble Commission for not considering the loan against the
funding of capital expenditure in FY 2014-15 and FY 2015-16. The detailed
reasoning has already been provided in the present Petition.

lnterest on Workinq Capital
The Interest on working capital is being revised because of revision in O&M
Expenses and NetARR proposed for FY 2017-18.

Non-tariff lncome
The non-tariff lncome has been proposed based on Non-tariff income realised in
provisional accounts for FY 2016-17 after excluding the non-recurring item of Rs.
28.48 Crore.
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TECHNICAL
7 . The figures submitted in Table 6 (page 13) be got validated from PSPCUSLDC.

PSTGL's Replv:
The transmission losses submitted in Table 6 of the Petition has been validated by
SLDC. The SLDC certificate for the actual Transmission Losses is attached as
AnnexuriFll to this document.

8. The transmission system availability is required to be validated from SLDC.

PSTCL's Replv:
The transmission system availability has
certificate for the actual Transmission
Annexure lll to this document.

been validated by SLDC. The SLDC
system availability is attached as

9. ln the format for transmission system capacity for FY 2018-19, the capacities of
NRSE private projects (Sr. No. 4.4) has been taken into account while calculating

the transmission capacity of PSTCL. The NRSE projects are generally connected

with on 11166 kV sub-stations, which is beyond the scope of PSTCL. As such, the

transmission system capacity needs to be reviewed.

PSTGL's Replv:
PSTCL has considered the transmission system capacity for FY 2018-19
submitted by PSPCL. The details of NRSE projected connected to 11/66
substations are not available at this stage. Hon'ble Commission may take
appropriate view in this regard.

AS

KV

an

PSTCL, Patiala.
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Ar*^..t* T
of PSTCLScheme wise

Scheme No. Name of Scheme

Balance as on
01.04.2017

Received
(Projected)

Repaid
(Projected)

Balance as on
31.03.2018
(Proiected)

I
2

2

4

5

6

a

8

9

10

16t240
L6t24L

16t264
t61282
161373

t6L4L4
161415

161415
il rcuzz

161424

P:SI 220KV Transmission

P:SI 220KV Transmission

P:SI 220KV Transmlssion

P:SI 220Kr' Transmission

P:SI 220KV Transmission

PiSI 132KV Transmission

P:SI 220Kr' Transmission

P:SI 220KV Transmission

P:SI 220KV Transmission

P:SI 132KV Transmission

0.31 0 0.31 0.00

0.31 0 0.31 000

0.50 0 0s0 000
4.78 0 2.39 2.39

31.52 0 10.51 21.01

9,93 0 2.48 7.45

35.61 0 9.15 27.46

22.33 0 5.58 16.75

36.39 0 6.07 30,33

10.39 0 L.73 8.66

11

L2

13

14

15

16

17

18

19

20

2L

22

23

24

25

26

27

28

29

30

31

3128

3279

3280

4355

4357

4439

4568

5353

5514

61 18

6440

6853

7220

7262

75L7

7958

8351

8739

10191

toL92
10194

400KV Talwandi Saboo Proj. 800.46 000 69.61 730 85

132 I 220KV Transm isslon

132 I 220Kv f r ansmisslon

400KV Rajpura Project

220KV Goindwal Sahib

P:SI 220KV Transmission

P:SI 220KV Transmission

Bulk transformer

P:SI 220KV Transmission

P:SI 220KV Transmission

P:SI 220KV Transmission

Centerlized Lab P&M

P:SI 220KV Transmission

132/ 220KV Tra nsm ission

132 I 2201<\l Tra nsm ission

132/220KV Transmission

132 I 220lsl Tra nsm ission

Bulk transformer

132 I 220KV T tansm ission

L32l 220KV Transmission

l32l22OKV Trcnsmission

48.45 2.43 4.24 46.64

48.81 0.00 4.07 44.74

384.89 47.39 31.00 40t.28

130.70 12.06 10 89 131.86

320.25 8.11 23.45 304.91

235.68 5.00 16.83 223,84

t2.07 5.00 1.34 t5.73

52.89 0.0c 3.78 49.t2

77.29 000 5.52 71.77

55.s6 0.00 3.74 51.85

14.98 0.00 1.50 13.48

ts6.47 000 10.43 146.04

106.78 0.00 7.12 99 66

38.34 0.00 2.56 35.78

99.68 9.28 0 108.95

118.54 35.99 0 154.63

9.86 0.00 0 986

10,36 10.00 0 20.36

12.79 4L.64 0 54.42

39.52 20.04 0 59.56

REC 1 to 31 Total-A Total REC 2927.53 196.93 235.O7 2889.39

1

2

4

NABARD-X

NABARD-XV

NABARD-XVII

NABARD-}X

L32l 220KV Transmission

l32l220KV Tftnsmission

L32 I 2201<V Tra nsmission

t32 I 220KY T r ansm ission

51.07 1.88 1.31 67.64

57.36 1.59 r.23 57.73

30.17 7.73 0.70 31,20

48.99 27.26 0 76.2s

1to4 TotaI NIDA.B NIOA L97.59 32.46 3.24 226.AL

SBI 65220857212 SBI/MTL, 5 year 44.00 0 15.77 28.23

LIC Ltcl42,43 Ltc 33.97 0 22.83 11.14

PSPCL 6s166946057 PSPCL/LTL 495.57 0 0 495.57

PSPCL :SPC PF Trust 3PF Liabilitv 131.74 0 2r.96 109.78

PSPCL PO. No. 6052 1lKV VCBS/ CE, TS 7,59 0 0 7.59

BOI BOI-08 ferm Loan. 8+2 Year 67.74 0 0 67.74

BOI BOI-10 Term Loan, 8+2 Year 120.7t 0 0 ,.20.7L

PFC PFC-06398001 -onq Term Loan, 3+7 Year 61.05 55.19 0 L16.24

Total 4047.49 284.s8 294.47 4073.20

Scheme wise of
1 5573 17 no. RTU/ CE.SLDC 4.04 0.8t 2.tt 2.73

2 6893 ISBM/SLDC 2.6t 6.2C 0 8.86

Total SLDC 6.70 7.O0 2.LL 11.59

G. Total 4lJ94.20 291.58 300.98 4084,79
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