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Sub:

Ref:

Enclosed please find herewith the CAG comments on the accounts of

SFS & CFS 2018-19 (Final) dated 02-A3-2A20 in 12 sets as desired in Point No.1.1.1

(1) of ibid referred letter.

This is for your information, please.

DA/As above.

To

PUNJAB STATE POWER CORPORATION LIMITED

Office of Chief Engineer/ARR & TR,
Tel. No. 01 75 -2302531, Fax No.0 1 75 -230241 6, emai I ce-a rr-tr@ pspcl. i n

Regd. Office: PSEB Head Office, The Mall Patiala- 147001
Corporate ldentity N umber: U401 09P8201 0SGC03381 3 Website: www.pspcl.in

Secretary,
Punjab State Electricity Regulatory Commission,
Site No.3, Block-B, Sector 1B-A,
Madhya Marg, Chandigarh.

Memo No: 4 gl /ARR/Dy. CAOl256l Deficiencies -F
Dated, q l, f 

aoeo
Petition for True Up for fY 2018-19, Annual Per{ormance
Review for FY 2019-2& and Hulti Year Tariff for Control Period
of FY 2020-21 to FY ?.A22-23 Deficiencies thereof:- Comments
of the CAG of India on the Financial Statements of PSPCL for
the year ended 31 march 2019.

Your office letter No. PSERC lTariff lT-24012144 dated 12.L2.20t9.

#)eE
Chief Engineer/ARR & TR,

PSPCL, Patiala.
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COMMEI{TS OF THE COMPTROLLER AND AUDTTOR GENERAI, C}P INDIA
UI{DBR SECTION 143(6Xt) READ }VITH SECTI()N 129 (4) oF THE CoMpANIEs
ACT, 2OI3 ON THE CONSOLIDATED FINANCIAL STATEMENTS OF PUNJAB
STATE POWER CORPOITATION I.IMITED FOR THE YEAR BNDED 3I MARCH
20r 9

The preparation of consolidated financial statements of oPunjab State Power Corporatiorr

Limited'for thc year ended 3l March 2019 in accorciance with the flnancial reportirrg

fiamework prescribed under the Companies Act, 2013 (Act) is the responsibility ol-rhe

rnanagement of the Company. The Statutoiy .tuditors appr.rinted by the Conrptroller ancl

Auclitor ceneral of'India under Section Ii9(5) read with section I29 (4) of the Acr are

responsitrle fbr expressing opinion on thcse Ilnancial statements under Section 143 reacj r,r,itlr

section l2q {q of the Act based on independent audit in accordance r+,ith the standards on

auditing prescribed under Section 143(10) ol'the Act.'l'his is staterj to have breen donc br

thern vide their Audit Report dared 25 September 2019.

I, on behall'of the Comptroller and Auditor Ceneral of India. have conclu*ccl a

supplementary audit of' the financial statements of Punjab State porver Corporation

Limited for the 1'ear ended 3l March 2019 under section 143 (6) (a) read u,ith section l2t)

(4) of the Act. We conducted a supplementary audit of the financial statements of punjab

State Power Corporation Limited, but did not conduot supplementary audit ol'the t'inancial

staternent of M/s Punjab Thermal Generation Linrited and M/s Gidderbaha Power l,irnited fbr

tlte vear ended on that date. Further" sectiorr 139 (5) and 143 (6) (b) ol'the Act are not

applicable to Mls Panem Coal Mines ar:d M/s flengal Birbhum Coalfields l-imired being

prirate entity4oint venlure. Accordingly. Cornptroller & Auditor General of Incjia has neitlrer

appointed the Statutory Auditors nor conducted the supplenrentary audit of these companies.
'fhis suppletnentary'audit has been cai'rietl out indepenientl),without access to the rvorkirrg

prpers of the statutory auditors and is lirnited prirnarily to inquiries of the statutorv audirors

and company personnel and a selective examination of some of the accounting recorcls.

Rased on my supplementary audit. I would like to highlight the fbllorving signilicant mafters

under Section 143 (6) (b) read rvith section 129 (4) of the Act rvhich have conre ro nrl

attention and which in my view are necessary l'or enabling a better unc'lerstanding of thc

financiaI statements and the related Audit Report.

A Comments on Profitability
Bxpenses

A.l. Purchase of Power (Note No.30) { 21702.60 crore.
A.l.l. Pow.er Purchase { 19d85.41 crore

a) fhe Hon'ble Supreme Court of India, vide its clecision dated 07 August 2019, entitled

M/s Talwandi Sabo Power Lirnited (fSPt-) and M/s Nabha Porver Lirnited (Npl-) ro

*



recover cost of coal and other associated chargcs from the Company as per Power

Pttrchase Agreements. The Cornpany provided for < 1324.52 crore as Current

Liability and booked under the head Provision lbr unbillecl revcnue accrued (Current

Assets) with the same amounr.

The Cornpany should have accounted fbr this amount under expenses as Purchase ot'

Porver instead of Cunent Assets. This has resulted in overstaternent of 'Current

Assets' and understatement of 'Loss' for the ye ar by t I 324.52 crore.

b) The above does not include <27.92 crore payable to M/s GVK lbr the periocl lronr

N'tarch 2018 to March 2019 as per PSliRCl orderdated 27 May 2019.'l'his has resulred

in understatement ol'Current Liabilities' and 'L.oss' for the vear bv { 27.92 crorc.

A.1.2 Transmission Ctrarges * t 1285.67 crore

l'he above does not include t l0 crore on account ol transmission charges.(lor thc

period November 2016 to March 2017) remitted (March 2018) to M/s Patral

Transmission Company Limited (PT'CL) as the P'l-CL invoked the bank guaranree in

terms of CE,RC orders dated 04 January 2017.'T'he Company booked rhe amounr as

recovcrablc under the Financial Assets- Others (Cunent). 'l'his has resulted iir

overstatement of 'curent Assets' and 'L,oss' for the year by { I 0 crore.

A.1.3 Repair and Nlaintenance (note 32) {406.6I crore

The atrove does not incluae an amount of t2.18 crore clemanded b1,Pun-iab pollirriorr

Cc;ntrol Board as consent fees to operate NOC from it lbr power house at Ranjit Sagar

Dam under Water (Prevention and Control of pollution) Act 1974 ancl Air (prevenriorr

and control of Pollution) Act l98l .

l'his has resulted in understatement of 'Current Liabilities'and 'l-oss' fbrthe year h.v

{2. I 8 crore.

A..1.4 Employee Ilenefit Expenses (Notc 33F T 4657.37 crore

'fhe above does not include the arrears of deamess allorvance (DA) arnounting to

{179.59 crore payable to ernployees. perlaining to the period.lult 2015 to Decgrbcr
2016' This had resulted in understatement of 'Current Liabilities' and 'Loss' fcrr tiie

)'ear b1; t 179,59 crore.

Comments on Financial Position
Equity and Liabilities
Other Current Liabilities (Note-26) t 2705.32 crore

B
B.l

(r>



Reference is invited to Note-49 forming part of the Standalone Financial Starement.in uhich

it is stated that the Contpany has agreed to pa)' Annual Cornmcrcial l-case Rent and

Cess lbr the period from 2015-16 to 2018-19 amounting to <6836886/- in respect of

Govt. Land olPachhrvara Central Coal Mine as demanded by the offlce of'DC PakLrr.

however this amount shall be paid after execution of Mining Lease of Pachhrvara

Central Coal Mine in the name of PSI'}CL.

The Company has agreed to pay the above mentioned amount but did not accoLrnt ibr

this amount as Clurrent Liabilities resulting in understaternent of 'Current l-.iabilities'

and 'l..oss' for the year by { 68.37 lakh.

I].2 Assets
Non-Current Assets
Capital work in Progress (Note5) < 2429.6A crore.

As per Ind AS-l 10, the parent cornpany shall prepare consolidated financial

statements using unifbrm accounting policics lbr like transactions and other evenrs in

similar circumstances. Furlher, consolidated flnancial statements should combine like

items of assets, liabilities, equity. income, expenses & cash florvs of the parent rvith

those of its subsidiaries and eliminatc in full intragroup assets and liabilities. equitl.

income. expenses and cash t'lows relating to trarlsactions between enlities olthe group

(prolits or losscs resulting front intragroup transactions that are recognised in assets,

such as inventory and fixed assets. are eliminated in full)

Horvever. above includes t 2.96 crorc on account of PSPCL loan pertaining to peliocl

upto 201 l-12. PSPCL has already accounted for this amount as income oI'the relevant

years. 'l'he non-elimination ol' this amount has resulted in overstatement of 'Norr-

Current Assets (Capital WIP)' and understatement of 'Other Equity (Retained

Earning)' by t 2.96 crore.

C Comments on Disclosure
C.1 Disclosure in respect of Ind AS - 108 "Operating Segments" (Note 5l )

With reference to note no. 5l to Accounts. the disclosure is deficient to the extent that

detailed information (e.g. segment result, segment assets and liability etc.) relating to

its operating segments i.e. generation of porver and distribution of, po\,ver as per the

requirement of Ind AS- 108 has not been given.

C.2 l""eases
,i' )



Appendix C of Ind AS-17 requires an entity to assess whether an arrangement whiclt

does not take the legal forrn of a lease but conveys a right to use an asset (e.g' atr itettt

of property, plant or equipment) in return for a payment of series of payments'

Further. such arrangement should be accounted as finance/operating lease as llcr lnd

AS-17. the Company has long term power purchase agreements (PPAs) with threcl

independent power producers (lPPs) for 3920 Ir4W capacity which generate po\\'er

exclusive for the Company apart from varit-rus PPAs with other parties. lhc Cotnpanr

has not reviewed the PPAs to identify those rvhich have substallce of lease as pcr

requirement of lnd AS-17'

'I'he Company neither adopted any accounting policy nor made any disclosure in tliis

regard.

C.3 Contingent Assets

Disclosure given in the note no. ,18 (6)- "C'ontin!:ent assets are ne ither rec:ognirer.l nrtr

disclosed in the financial .ilarentel,f " is not consistent rvith the adopted accoutrtirtr

policy no.2.22 of the comPan.,".

D. Impact of Comments on Profitability:

iX. r rai --j h,*h^* "|P"""i- 
- ( 1j24.52 ) ( l ll'l :l r

fa.iliut - I-pav*"nrorpt;icVr h.i PSPCI . (21.s2t 117')i)
r --l i-..:.--*-.--
i At:----l t*'itrGt-i ;M;saa paid to Nl's ( l0) t I 0 t

Patran Transmission ComPanY ,

Limited for the period November ,

I i 2016 ro March 2o l 7. , it -..*..---^l --*--i*A.l.i--*1-G;r*t i'"* t"-"drattNoc from (2.18) i (2'18)

' Nabha porver Limited.'Ialwandi Sabo Porver Limited and M/s GVK 'l'hermal Poruer l-imited

I I Punjab Pollution Controi Boarcl'I I Puniab Pollution Control Board'l"--*- i'*''--' -'---'-'-*"''-
i Al .1 -*l Employ.e--4.ffir--t tp.ns.. (Dr\ (.179'591 ' t|7t) i(/i
i I Arrearcli i Arrears) .,-___, l_ _-_ _*BJ_*-- 

iX;*rtt'rn or li"uiriipi;rbdt" -- -----tortl {0 68)
tl
I otlrce oI DC Pakur ' l

i g.Z I Non-elimination ol'lncome (l q6)

l"_ _--__-_-l .,*--*---,-i.-- '+"-"--*-***-"*'
! Totallll (1544'S9)i (15'17'85)
I _,,--_

I l;i;es ;nd Rei";nia-eaininei ;fte, t,g!f1ro1j-Jrj1d- --*-* 19s+2,1t11

(r)



The net impact of above comments is that Losses- Profit & Loss Account are

understared by t1544.89 crore. If Company provides for the liabilities and income

etc., its ourrent years reported loss will increase to t1582.71 crore and Retained

Eamings (losses) will increase to { 8549. l0 crore.

For and on the behalfofthe
Comptrolltr & Auditor General of India

Place: Chandigarh
l)ate: OL,A3, Ua?a

(Punam Pandey)
Principal Accountant General (Audit)

Punjab, Chandigarh

l) /'
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INI}IA
UNDER SBCTTON 143(6Xb) OF THE COMPANIES ACT, 2013 ON THr_
TTINANCIAL STATEMENTS OF PUNJAB STATE POWER CORPORATTON
I,I]\{ITED TOR THE YEAR ENDED 3I MARCH 2019.

'['he preparation of financial statements of 'Punjab State Power Corporation

Limited'for the year ended 3l March 20i9 in accordance with the financial reporrirlg

Itamework prescribed under the Companies Act. 2013 (Acr) is the responsibility ol'the

ntanagement of the Company. The Statutory Auditors appointed by the Comptroller arrcl

Auditor Ceneral of India under Section 139(5) of thc Act are responsible lbr expressirrg

opinion on these financial statements under Section I43 of'the Act based orr independenr

audit in accordance rvith the standards on auditing prescriLred under Section 1.13(10) ot'rhc

Act. I'his is stated to have been dcrne by them vide their Audit Repr:rt dated 25 September.

2$19.

I, on behalf of the Comptroller and Auditor General of India. have conducrcd a

supplementary audit of the financiai statements of Punjab State Power Corporation

Limitcd for the year ended 3l March 2019 under section 143 (6) (a) of the r\ct. lhis

supplementary audit has been carried out irrdependently without access to the u,orkinit papers

of the statutoly auditors and is limited primarily to inquiries of the statutor), audirors and

colnpany personnel and a selective examination of some r.rf the accor.rnting records.

Based on my supplementary audit, Irvould like to highlight the following signiticant

matters under Section 143 (6) (b) of the Act which have corne to my attention and *,hich irr

rny vier.v are necessary for enabling a better understanding of the financial staternents ancl tlrc

related Audit Report.

A Comments on Profitability
Expenses

A.l. Purchase of Power (Notc l{o. 3$)< 21702.60 crore.
A.l.l. Porver Purchase t 19485.41 crore

a) l-he I'lon'ble Supreme Court of India, vide its decision dated 07 August 2019. errtitled

M/s l'alwandi Sabo Power Limited GSPL.) and Mls Nabha Power Lirnited (NPL-) to

rccovcr cost of coal and other associated charges from the Cornpan"v- as per Po*'er

Purchase Agreements. The Compan,v provided for { 1324.52 crore as []urrent

Liability and booked under the head provision fbr unbilled revenue (Current Assets)

u'ith the same amounl.

The Company should have accounted fbrthis amount under expenses as Purchase ol
Power instead of Current Assets. This has resulted in overstatement of 'C--urrent

Assets' and understate ment of 'Loss' for the year by' { I 324.52 crore .

ti'/



b) The above does not include < 27 .92 crore pa1'abie to M/s GVK lbr the period ii'onr

March 2018 to March 2019 as per PSl.iRC order dated 27 Ma1' 2019. This has resultetl

in rrnderstatement of 'Current i. iabilities' and 'Loss' for the year bl' 7 ?"7 .92 crore .

A.1.2 Transmission Charges - t 1285.67 crore

The above does not inclucle { l0 crore on account oltransmission chargcs (fbr thc

period Novcmber 2016 to March 2017) remitted (March 2018) to M/s Patran

Transmission Company l,imited (PTCI-) as the Pl'Cl- invoked the bank guarantL'c irt

terms of CERC orders dated 04 Januar--r, 2017. 'i'he 
Compan.v. booked the antoLtnt as

recoverable under the Financial Assets- Others (Current) instead rlf expenses tbr thc

year. This has resulted in overstatenrent ol'Cltrreltt Assets'and 'l.oss' lbr the 1'car b.r

{ I 0 crore.

A.1.3 Repair and Maintenance (Note 32) t406.61 crore

The above does not include al1 amountof ( 2.18 crore dernanded by Punjab PollLrtiorr

Control Board as consent feestoopcrateNOC from it lbrpower house at'Ranjit Sagar

Dam under Water (Preveltion and Control of poliution) Acl19"74 and Air (Pre'"erttiorr

and control ol'Pollution) Act I 98 I'

This has resulted in unclerstatement ol'Current l-iabilities'and'Loss' fbr thc 1'ear br

{ 2.1 8 crore.

A.1.4 Employee Benefit Expenses (Note 33)- { 4657.37 crore

'lhe above does not include the arrears of dearncss allorvance (DA) amoLrntilrg trl

t179.59 crore payable to employees, perlaining to the period July 2015 to Decernher

2016. This had resulted in understatsmelrt of 'Clunent l-iabilities' and 'L.oss' fbr the

year by t 1 79.59 crore.

li Contments on Financial Position
Equify and Liabilities
Other Current Liabilities (l{ote-26) { 2705.32 crore. :.

Reference is invited to Note-49 forming part of the Standalone Financial Statetncrtl irt

r.vhich it is stated that the Company has agreed to pay Annual Cotnmercial [.ease I(ent

and Cess for the period from 2015-16 to 2018-19 atnounting to {6836886/- in respect

of Ciovt. Land of Pachhwara Cerrtrirl Coal Mine as demandcd by the office ot' D(

Pakur. horvever this amount shalI be paid afier execution of Mining l.casc of

Pachhr'vara Central Coal Mine in the nanre of PSPCI-.

trl



fhe Company has agreed to pay the above mentionecj amount but did not account tbr

this amount as Current l,iabilities resulting in understatentent of 'Clurrent Liabilities'

and 'Loss' fbr the year by { 68.37 lakh.

C Comments on Disclosure
c.l Disclosure in respect of Ind As - 108 "operating segments" (Nott' 5l )

With relbrence to note no. 5l to Accounts. the disclosure is def-icienr to the extcnt thar

detailed information (e.g. segrnent re.sult. segmenr assets and liability etc.) relating to

its operating segments i.e. generation of porver and distribution of power as per the

requirement of Ind AS-108 has not beerr givcn.

C.2 Leases

Appendix C of Ind AS-17 requires an entity to assess lvhether an arrarlgement \\hich

does not take the legal form of'a lease but conveys a right to use an asset (e._s. an iLenr

of property, plant or equipment) in return lor a payment of series ol pa),ments.

Further. such arrangement should be accounted as finance/operating lcase as per lnti

AS-17.'l'he Companv has long term power purchase asreements (PPAs) uith three'

independent power producers (lI'Ps) for 3920 lr'lW capacity which generate po\!er

exclusive for the Company apart lrom various PPAs u,ith other parties. 'I'he Compan,r,

has not reviewed the PPAs to identify those ivhich have substance ol lease as pel

requirement of Ind AS- l 7.

The Company neither adopted any accounting policy nor rnade any disclosirre irr this

regard.

D. Impact of Cornments on Profitabilifv:

Comment i R"ference to observation Profit^-oss Retained Earnings
No. i during the i (losses) as on

year ({ in i IVIarch 2019 (t in
crore) , crure )

Repo.red losses; p;i;ci;-,ilf_ _ _- :-r1_z.9,-ql- 
- --(?'xlil ri

i ll 1 Effect ofobservation
t-. ----t *
j n.t.tta) Purchascofporvcr tr:z+.s:l I (li:1.52)i, , ,,' ,

1-flQl-ig*:'119l"l4r: _cv5 9:y_Tlc__ _ 91..)': - - --l1re2t
A. l.: ; Transnrission charses paid ro M/s ilOl [ ( l0)

Patran Transmission Cornpanr

Limited for the period November

Nabha Porver Limited. 'I'alu,andi Sabo Power i,inrited and Vlrs CVK 'I'hcrmal Porver Limiretj

(2.18)

,))



r * ---i-n.**tl**-"---" '-*i---"" ****-i-

i n 
--f-N"t 

1"*iti"" ,f 
"l,rbrlrry 

[fable to i (0'68) i (0'68)

I i office of DC Pakur , ,- i - =-- i
Toral II r l-s44.89) | t l5lJ 8() t

I:

fhe net impact of above comments is that Losses are understated by t1544'89'lcrore'

If Company provides for the liabilities and income etc., its current y-,ear's reported los\

will increase to il5g2.69 crore and Retaincd Earnings (losses) will idcrease to

{8546.06 crore.

Place: Chandigarh
Date: O1 *O%.2a2o

For and on the behalf of thc

Comptroller & Auditor Gene ral of Indil

il,A'** C--J-',r 
{ltuttarn l}itrrtlt}' ,,/

l'rilrciJrrrl Accountant (itne ritl {-{utliti tt

Punjab, Chandigarh
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