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In the matter of:
Petition for imminent financial collapse of PSEB resulting from non-payment of subsidy in full by Govt. of Punjab and related matters AND incorporating safeguards in Tariff Order 2010-11 against re-occurrence of payment defaults in respect of subsidy.

AND

    In the matter of:      Shri Gurnek Singh Brar, # 1, Ranjit Bagh, Opp: Modi Mandir, Patiala 147001.

    Present:      
    
 Shri Jai Singh Gill, Chairman



    
 Shri Satpal Singh Pall, Member

                            
 Shri Virinder Singh, Member   

  For the Petitioner:
Shri Gurnek Singh Brar

ORDER
This petition has been filed by Shri Gurnek Singh Brar with the following prayers:-

1.
Directing the Punjab State Electricity Board (now Powercom) to give up to date position regarding Govt. of Punjab (GoP) proposal to recall Rs.1100 crore loan and adjustment of loan against subsidy. 
2.
Requiring GoP to furnish details of its proposal to recall Rs.1100 crore loan from Powercom during March 2010 and/or adjust the same against subsidy. 
3.
Instructing Powercom and GOP under sec.65 of the Act that adjustment of Govt. loan against subsidy is not permissible.
4.
Advising GoP under sec. 86(2)(iv) of Electricity Act 2003 that para 3.9 of Commission order dated 13.9.07 be complied with and no unilateral action be taken during Mar-2010 to adjust loan against subsidy for 2009-10.
5.
The Commission may accept/approve any commitment that GoP may give regarding subsidy for 2010-11 (to be incorporated in the Tariff Order for 2010-11 as in the case of Annexure X to Tariff Order dated 8.9.09), only if GoP gives the following commitments and agrees to the following conditions:

(a)
Commitment of GoP be given to PSERC under 


affidavit.

(b)
Commitment by GoP to restrict the subsidy to the amount provided in the State Budget for 2010-11.

(c)
Commitment by Govt. of Punjab for quarterly advance payment of subsidy as per para 3.9 of Commission order dated 13.9.07.

(d)
Commitment/consent by GoP for automatic levy of tariff as determined by Commission in case of default in payment of subsidy persisting for more than 15 days.

(e)
Commitment by GoP that subsidy committed/payable for 2010-11 would be paid in cash and not be adjusted against loan.

6.
To take action under sec. 142 of the Electricity Act 2003 against the Chief Secretary for non implementation of the commitment given by GoP on subsidy for 2009-10.
7.
Incorporating a specific provision in Tariff Order for 2010-11 to give practical effect to sec 65 of Electricity Act 2003, Regulation 53 of PSERC Conduct of Business Regulations and Regulation-4(7) of PSERC Terms & Conditions for Determination of Tariff Regulations by specifying that in case there is default in advance payment of subsidy during 2010-11 which persists for more than 15 days, tariff as determined by the Commission would automatically apply from the 16th day.
8.
Advising the GoP under sec 86(2)(iv) that charging of 2% for giving state guarantee to Powercom for availing of a loan is not in order considering the imminent financial collapse of Powercom. 


The petitioner has subsequently made additional submissions as under:

(a)
GoP decision to adjust Rs.1140.43 crore loan against subsidy be declared null, void, illegal and impermissible under section 65 of Electricity Act 2003.

(b)
GoP be directed to withdraw its letter dated 10.3.2010 whereby it proposes to adjust Rs.1140.43 crore loan against subsidy, and further that GoP make the payment of Rs.1140.43 crore in cash to Powercom against subsidy for the year 2009-10. 
(c)
In case GoP does not make the payment of Rs.1140.43 crore to Powercom in cash, then the provision of section 65 of the Act be invoked by Commission to levy the requisite tariff on the subsidized category of consumers for 2009-10 so that the amount of Rs.1140.43 crore is recovered from the consumers.

(d)
That in view of the development/ move of Punjab Govt. to adjust Rs.1140.43 crore loan against subsidy, adequate and effective safeguards be incorporated in the Tariff Order to be issued by the Commission for the year 2010-11.


The petition was fixed for hearing on 6.4.2010 when the petitioner was heard. The petitioner reiterated the issues highlighted in the above submissions.


The Commission notes that the petitioner has primarily emphasized the following issues:

(a)
GoP should not be allowed to withdraw loans granted to Powercom and adjust them against pending subsidy.

(b)
Procedures be adopted to ensure that GoP pays subsidy on time and it be held accountable for shortfall or non-payment, if any.

(c)
In the event of persistent shortfall, a provision must be made for automatic levy of the applicable tariff to the subsidized category of consumers. 
 
As far as (a) above is concerned, the Commission observes that it has already held in its order of 27.5.2008 that the matter regarding payment of subsidy due to Powercom in cash or its adjustment against GoP loan is to be mutually settled between GoP and Powercom. The Commission has no reason to change its views on the subject. Once it is accepted that Govt. may effect payment of subsidy in a manner other than in cash then it is noted that the full amount of subsidy due to the Board in 2009-10 has been paid by GoP. The Commission does, before passing the Tariff Order, obtain a commitment from GoP that it is willing to pay the amount due on account of grant of subsidy to different categories of consumers. As the record of GoP in paying subsidy has so far been satisfactory, the Commission does not see any reason to take any further commitment in this respect from GoP. To the extent that there is delay in payment of any instalment of subsidy, GoP pays interest on the delayed portion which too is being defrayed. In the light of GoP’s track record of payment of subsidy as brought out above, the Commission does not deem it necessary to make any provision for automatic levy of tariff in case of delay or default in payment of subsidy. As regards the petitioner’s contention that GoP should be advised against charging 2% for grant of state guarantee to Powercom, the Commission is of the view that this is an issue which needs to be agitated by Powercom if it is, in any way, aggrieved by any such stipulation imposed upon it by GoP.
In these circumstances, the Commission finds no merit in this petition which is dismissed.
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