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Annual Revenue Requirement & TARIFF APPLICATION FOR FY2025-26 and other related issues  

These comments upon the revenue requirement of the PSPCL for the aforesaid years are being 

offered in the light of principles enunciated in the Electricity Act, 2003, State Electricity 

Regulatory Commission’s regulations, tariff orders passed by the PSERC in the past and decision 

of Appellate Tribunal for Electricity.  It is submitted that true up for FY 20223-24 and 

projections for FY 2025-26 should be based on MYT regulations only and extra expenses 

claimed by PSPCL should not be accepted simply because such expenses are actually incurred. 

 

Before commenting on the revenue requirement filed by the PSPCL for the aforesaid years, we 

would like to address upon certain issues on principles which have bearing on finalization of 

ARR by the Commission from year to year. 

 

1. The distribution company should be separated from generation business as sufficient time 

has been given for this exercise. It is high time that challenge related to old thermal plants 

in the state, frequent back-down requirements and related fixed cost as well as setting up 

new thermal power plants in state or outside state of Punjab , if required at all, to be dealt 

in a composite manner and Discom should be made a separate company, which must 

evaluate the gains and cost of sourcing power from alternative sources.  

 

2. Like Madhya Pradesh, Gujarat, Karnataka and other states in India even Haryana, which is 

smaller than India, the multi discoms  model should be adopted for increasing competition 

in the state. Even private players may also be allowed in discom business for healthy 

competition. It will also highlight the inefficiencies related to theft of power, 

mismanagement or related to law and order situation. The interest of the consumers, who 

have been paying properly, areas of lower T&D losses should be separated from nonpaying 

consumers’ area and higher T&D losses as has been pointed in ARR as well as tariff order. 
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As shown in the balance sheet of the Discom, the legal expenses of the Discom is about Rs.7 

crore, which indicates the coffer of the discom for fighting legal battles against PSERC as 

well as other parties. Further, this is funded from funds collected from the consumers of the 

state in the name of reasonable expenses of power supplied in the State. This prevailing 

arrangement is giving highly unfair and undue advantages to the Discom. If the matter is not 

decided in Discom favour at PSERC level, same is taken to APTEL and even when lost the 

case at APTEL, Discom move to Supreme Court. It is found that PSERC does not follow up to 

supreme court and discom become net gainer all the times. No private entity is so 

resourceful to contest the case for 10-15-20 years unlike Discom and remain at 

disadvantage. At least such legal battles should not be allowed to be fight on  public money.  

 

Similarly, it is found that short term political objectives seems to be driving the ever 

increasing employee cost, which can only be checked with the entry of private player. 

Therefore, it is highly recommended that private energy players should be allowed in the 

power distribution field to stop such misuse of legal provisions of the Electricity Act,2003, 

which seems to be giving unassailing power to Discom.  

  

3. Return on equity 

PSPCL had equity base of Rs 6081.43 Cr on 16.4.2010 as per FRP approved by GOP when 

PSEB was bifurcated into PSPCL and PSTCL. This comprised of an amount of Consumer 

Contributions & Govt Grants of Rs.3132.35 crore, which was converted into equity of GOP 

by PSPCL at the time of finalization of Transfer Scheme and FRP and the same was admitted 

by PSERC as well. Though the matter regarding conversion of Consumer Contributions and 

Govt Grants into equity has not been approved by APTEL as well as CAG, still on a SLP filed 

by PSPCL in Supreme Court,  the matter is under litigation and because of Stay granted by 

The Supreme Court, PSERC is granting ROE on Rs 6081.43 Cr to PSPCL and 605.88 Cr to 

PSTCL. APTEL had observed that the Govt can hold any amount as equity in PSPCL (and 

PSTCL) but ROE needs to be granted only on actually subscribed and paid up equity only i.e. 

cash money which has been infused need to be counted as equity for the purpose of ROE.  
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Subsequently, MOP, GOI introduced UDAY scheme for stressed power sector and PSPCL, 

GOP and MOP entered into a tripartite agreement as per which PSPCL loans of Rs 15628.26 

Cr were to be taken over by GOP through issue of SLR bonds by banks in the name of GOP 

and loans were to be taken off the books of PSPCL. It is not known whether the SLR bonds 

were actually issued or not. However, the UDAY scheme was up to 31.3.2020 and PSPCL 

proposed in previous year’s ARR 2020-21 to convert the loan amount of Rs 15628.26 Cr as 

GOP equity in PSPCL thereby increasing GOP equity from 6081.43 cr to 21709.69 cr. It was 

also proposed to recover ROE on this loan converted equity amount of Rs 15628.26 @ 

15.90% which works out to Rs 2485 Cr in addition to Return on Equity on Rs 6081.42 crore. 

Thus by simply maneuvering the entry of loan amount to equity, consumers were to be 

asked to pay 3423 Cr. This is clearly against the interest of the consumers. However, as per 

the Tariff order dated 28th May 2021 passed by this Hon’ble Commission, claim of such 

return on equity was rejected by the Commission and ROE was kept the same at Rs.974.74 

crore on equity of Rs. 6081.43 crore for FY 2020-21. 

 

Instead of agreeing to the decision of the Commission and knowing fully well that the equity 

amount being not a cash flow does not qualify to be equity for ROE purpose, and being 

aware of the fact that APTEL has already rejected PSPCL’s previous similar attempt and an 

audit para in this regard is already raised by CAG, Now in current ARR for FY 2024-25 dated 

30th November 2023, PSPCL has come out with an entirely new argument for claiming 

increased equity and higher amount as Return on Equity.  It is claimed that out of 

Rs.15628.26 crore, Rs.2246.77 crore were spent on capital expenditure and 13381.49 crore 

were working capital loan, out of which Rs.2346.19 crore were also diverted towards capital 

expenditure. As per PSPCL, taking together, Rs.4592 crore should be treated as equity and 

return on equity should be now allowed on Rs. 10674 crore (Rs.6081.43 crore + Rs.4592 

crore). 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. Therefore, there is no case for allowing Return on 
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Equity beyond Rs.6081.43 crore, which in principle is also under litigation, on which APTEL 

has decided adversely and matter is in Supreme Court.  It is also pertinent to mention that 

all the assets considered for supply of electricity to the consumers of the States as admitted 

by PSERC are already accounted for and linked with corresponding source of funding 

through debts. Hence, there is apparently no case for allowing return on equity beyond the 

admitted amount of equity. 

It is pertinent to state here that PSPCL submitted the effect of UDAY scheme on the ARR of 

2016-17 vide its letter no 481/CC/DTR/Dy CAO/245/Vol 1 dated 12.4.2016 which clearly 

states that whole of the amount taken over by GOP under UDAY scheme comprises of debt. 

Further, the tripartite agreement executed under UDAY scheme provided that 75% of the 

amount taken over by GOP will be converted into grant of GOP to PSPCL at the close of the 

scheme. Further, GOP was to compensate the loss of PSPCL in a graded manner. However, 

so far neither any grant has been given by GOP in terms of UDAY tripartite agreement nor 

any loss compensation has been given/shown in ARR. Thus, PSPCL has failed to get any 

relief in the form of Grant of 75% of debt or compensation for the losses which would have 

given relief to the consumers in the shape of lower tariffs but has acted proactively to 

convert whole of the loan of GOP into equity and claim ROE for the same to load the 

consumers through higher tariff. The demand needs to be rejected out rightly.  

 

It is evident that in violation of the UDAY Scheme resolution, the amount of debt of 

Rs.15628 crore was converted into equity by PSPCL. As such, return on such debts has been 

artificially increased by showing it as equity and return sought is almost double as 

Regulations provide for return on equity @15-16% assuming 70:30 ratio of debt and equity. 

Even in such case, the amount of equity is to be kept at actual or 30% whichever is lower. 

Hence, it is the basic tenet that higher return should not be given on equity, when it is not 

infused in cash and debt should not be proposed by PSPCL / allowed by PSERC to be 

camouflaged as equity with the sole aim of claiming higher return.  
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It is also highlighted here that as per PSPCL’s own admission, the assets created by PSPCL as 

well as  erstwhile Electricity Board/Electricity branch of PWD through debt, consumer 

contributions and Govt grants and not through any infusion of equity, there is need to 

investigate the source of funding of assets created by Discom/Board.  It is pertinent to note 

that PSPCL has itself admitted that gross fixed assets of GNDTP were created through loans 

and no infusion of equity   was made at any stage. (Reference para 2.20, page 56-57, Tariff 

Order dated 28th May 2021). The relevant part is reproduced below  

 

“The Commission has considered project-wise RoE based on the RoE approved in True-up 

of FY 2017-18. As PSPCL did not submit project-wise/ plant-wise equity during the True-up 

of FY 2017-18, the allocation was done based on GFA. Further, PSPCL had submitted 

project report of GNDTP in which it is mentioned that there had been no infusion of equity 

in GFA of GNDTP and the same was financed completely through loans.” 

 

In this regard we wish to draw the attention of the Hon’ble Commission to Tariff order 

2002-03 which clearly states as under:- 

6.10.    EQUITY AND RETURN ON EQUITY 

The Government of Punjab has declared the PSEB as a body corporate with a 

Capital of Rs. 5 crores with effect from 10th Mach 1987 under Section 12A of 

Electricity (Supply) Act 1948 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-

97.  The total State Government Equity in PSEB is Rs.2806.11 Crores. 

 

Further no ROE was allowed in the tariff Order 2002-03 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 till 2005-06. ROE was allowed only from 2006-

07 on Equity of Rs 2946.11 Cr as per Para 4.15 of TO. Evidently, as stated above, the equity 

shown then was also loans camouflaged as Equity to get higher returns.  
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In this regard, it is worth mentioning that  

i. Initial equity of Rs. 2946.11 crore of Punjab State Electricity Board, which became 

equity of PSPCL is also nothing but government loans, which was got converted into 

equity on different occasions by the then PSEB management(s) to reduce loan liability 

in its Books and to escape liability of payment of Interest on such loans to insulate 

consumers from increase in tariff prior to setting up of Regulatory regime.  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 and a part of it shown as equity of Board.  This evidently has been done to 

help Discom to reduce its interest burden as no ROE/dividend is payable to 

Government of Punjab till PSEB/PSPCL incurs losses.  Thus a methodology devised to 

keep the tariffs on lower side is now being used to increase income of PSPCL by unduly 

loading the consumers and meeting the losses due to inefficient working of PSPCL. 

Consequently, the consumers of the State are burdened with the higher tariff and 

financial loss in the form of 15%-16% Return on Equity on such amount, which is in fact 

a government loan on which not more than 7-8% interest needs to be allowed. 

 

ii. The consumer contribution and Govt grants, which have been shown as part of equity 

(Rs.3135.32 crore) is also not equity in any sense and the same should be reduced from 

the equity and taken back to consumer contribution or to be written off for ARR 

purpose and no return on equity to be allowed on the same. In this regard, MYT 

regulations of PSERC and APTEL decision should be relied upon-when no tangible 

benefits are given to consumers through equity infusion, the same cannot be burdened 

with higher interest cost in the garb of return on equity. 

 

iii. PSPCL has claimed Rs.15628 crore as equity for previous years and this year, out of it 

Rs.4592 crore is claimed as additional equity over and above of Rs.6081.43 crore and 

return on equity is claimed on the same for FY 2021-22 and FY 2022-23. Tomorrow, if 
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PSPCL raised loans from some sources, invest and create some assets and show the 

same as equity instead of loan for ARR purpose, how commission would approach the 

same?  

 

In the light of above facts, it becomes obvious that PSPCL has been trying to show higher 

and higher amount of funds raised through loans as equity to claim higher return on the 

same in the form of return on equity @15%-16%, which is about 7-8% higher than normal 

interest loan i.e almost double benefit for PSPCL. While the matter of fact is that all funds 

invested for capacity creation for supply of power are borrowed funds on which only 

normal interest is to be paid. The methodology being adopted by PSPCL has been resulting 

into higher cost of supply year after year, which need to be looked into.  Such a view 

become quintessential in the light of observations made in the REPORT OF THE FORUM OF 

REGULATORS ON “ANALYSIS OF FACTORS IMPACTING RETAIL TARIFF AND MEASURES TO 

ADDRESS THEM” (2020). Incidentally, ex Chairperson, PSERC happened to be chairperson 

of the Committee which prepared the above said report and Staff of this Hon’ble 

Commission may be 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 tariff in different states. In para 2.1.3 of the report, which deals with fixed cost 

related factors, it is mentioned that  

“A comparison of the RoE allowed by different States for generation, transmission and 

distribution revealed that the post-tax RoE has been in the range of 14% - 16%. 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. While the RoE has an element of risk 

premium, the data analysis revealed the need for reconsidering the RoE keeping in view 

the prevailing prime lending rate and 10 - year G-Sec rate. 

 

 

On return on equity, following observations have been made on page 22 of the report in para 

4.1.1, which is reproduced below: 
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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 Sec 

rate (average rate for the previous 5 years)   plus risk premium subject to a 

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 component 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”.  

 

Prayer 

A. In the light of above observations, it is necessary that return on equity need to be 

reduced drastically from the present level of 15%-16% to average long term rate of 

interest on government borrowings  (to about 7-8%), linking it with return on 

government security for 10 years or more. This would result into 

i. Lower cost of supply leading to lower tariff for consumers and lower subsidy 

burden on Government of Punjab while fully reimbursing all genuine borrowing 

cost. (Let there be no mistake in accepting the fact that full financial requirements 

of PSPCL  based on actual basis cannot be met as has not been met in last about 

20 years and is also not obligatory on the Commission and the principle of 

inefficiencies not to be rewarded has to be followed.) 

ii. As all projects are financed by borrowing funds from banks and other financial 

institutions, as also admitted by PSPCL itself (the fixing of return on equity, which 

is essentially interest cost on borrowed funds), at par with interest rate given on 

long term borrowing would water down the intentions of PSPCL to charge higher 
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return on equity to meet unapproved expenditure and discourage such practices 

in future also. 

iii. In no case, GOP/PSPCL be permitted to convert Consumer Contributions and Govt 

grants as equity. 

 

B. Reduction in equity base by difference of accumulated depreciation exceeding debt 

repayment. 

It is not under stood as to how the amount of Equity is constant for the last more than 

10 years though Hon’ble Commission is allowing depreciation of 90% of the cost of 

assets continuously for paying off the debt raised for creation of assets. In this regard, 

it is imperative that asset wise financing of debt and equity and depreciation earned 

for that asset be ascertained and placed in Public Domain. Further, excess of 

depreciation reserve over the loan amount paid back should be worked out and 

reduced from the equity base, if any. In case, there is no equity for the creation of 

asset, then such excess of depreciation should be used to reduce the costly loan 

amount raised for capital creation purpose. This would result into lower fixed cost of 

supplying power to consumers and also reduce the subsidy burden of the 

Government of Punjab. 

C         Therefore, there is no case for allowing Return on Equity beyond Rs.6081.43 crore, 

which in principle is also under litigation, on which APTEL has decided adversely and 

matter is in Supreme Court 

 

2. Norms of operation for generating stations 

PSPCL has asked for relying on actual figures for generating stations which are quite old and 

as such could not meet the parameters given in MYT regulations. In this regard, PSPCL has 

also relied upon CERC regulations. PSPCL has also asked for relaxation in PSERC MYT 

regulations for this purpose.  This matter has been fully dealt with in the earlier tariff 

orders. No new information has been put forward by PSPCL. Hence there is no reason to 
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revisit the approved norms set by PSERC and accordingly power generation and norms 

thereon need to be trued up as per Regulations. 

 

Segregation of Accounts for Distribution, retail supply and generation business of PSPCL. 

Erstwhile, PSEB was bifurcated into PSPCL and PSTCL on 16.4.2010 whereby PSPCL was 

assigned the Generation, Distribution and retail sale components of the business and PSTCL 

was assigned the Transmission and SLDC business. Since then the accounts of the PSPCL and 

PSTCL are being prepared on aggregate basis and ARR is allocated based on normative basis 

in the ratio of Fixed Assets of each sub business. 

The statutory requirement of maintaining separate accounts is being defied with for the last 

12 years and Hon’ble Commission is also accepting the arguments of PSPCL year after year. 

It is high time that PSPCL should comply with the requirement otherwise, Hon’ble 

Commission needs to start penalty recovery from PSPCL. 

 

3. Subsidized agriculture consumption to be capped   

The power supplied to agriculture sector has been growing consistently at very high rate. 

Providing the power at the subsidized rate, which is far less than the actual cost of power 

purchase) will lead to serious financial crisis for the Board and ultimately seriously affects 

the interest of industrial consumers in the State, which are already reeling under recession. 

Therefore, it is imperative to cap the maximum amount of power year wise & approved by 

the commission that can be supplied to agriculture sector at subsidized rate inclusive of 

additional connection projected in a year. 

 

4. Diversion fund figure to be updated 

The diversion of funds happened in the past need to be continuously updated based on new 

facts and information. Such exercise is required to ensure that no more funds raised for 

capital purpose are diverted toward meeting revenue requirement of the Board.  

   

5. Voltage Rebate for 66 KV consumers: 



 

11 

 

T&D losses for 66 KV consumers as per open access regulations worked out in TO 2018-19 

are 4.28% for 2018-19 against total T&D losses of 14%.  

 

In addition to T&D loss, the 66 KV consumer has to be compensated for the investment and 

operating cost of the 66/11 KV transformer and switchyard. In one of the previous Annual 

Revenue Requirement( ARR), the voltage wise cost of supply worked out by PSPCL in the 

Reply to Deficiencies (Page 183) for 2019-20 for 66 KV industry is Rs 5.77 and for 11 KV 

industry as Rs 6.59 indicating a difference of 82 paisa per unit. However the rebate being 

given to consumers connected at  66 KV is only 25 paisa per unit.  Voltage rebate need to be 

enhanced appropriately and fixed in percentage terms as per pattern of Voltage Surcharge 

being charged on percentage.  

 

Since Voltage Surcharge for consumers eligible for 66 KV but getting supply at 11 KV have to 

pay 10% Voltage Surcharge, Similarly, Voltage rebate for 66 KV consumers should also be 

10%. 

 

6. Fix industrial Tariff as per category wise cost of supply 

It is  prayed to the commission to reduce the cross subsidy burden on LS consumers and fix 

the tariff as near to the COS as possible. Based on category wise cost of supply, tariff of the 

LS consumers may be rationalized and tariff for subsidized class may be increased. It is also 

submitted that category wise cost of supply basis have been fixed many years back. It is 

submitted that the same should be revisited to revise the assumptions for working out the 

category wise cost of supply. 

 

7. T&D losses 

It is prayed to the Commission to approve only reasonable T&D losses by keeping 

agriculture consumption well within approved range. 

Also pertinent to note that in the current ARR, it is clearly conceded by PSPCL that wide 

spread theft has been the major bane for higher distribution losses. Major culprit areas 
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were Border, South and West of Punjab. Therefore, it submitted that burden of higher 

distribution losses were not of technical nature but are of commercial in nature and 

consumers should not be burdened with them and T&D losses level should continue to be 

fixed on trajectory adopted by Commission by capping agriculture consumption for true up 

as well as projections for FY2025-26. 

 

8. Power purchase cost 

The power purchase cost should be subject to approved T&D loss by PSERC. It is submitted 

that previous years expenses should be dealt separately and no expenses can be allowed in 

ARR simply due to reason that it is actually incurred. For part of ARR, it should be approved 

also by PSERC. Therefore, only after taking out of such exaggeration, the power cost should 

be approved. 

Taken together, it is our submission that only such cost of capital expenditure in terms 

of depreciation, interest and finance charge etc. should be  passed on to  the 

consumers of electricity in the State, for which benefits start flowing and remaining 

should be not be allowed as a part of the ARR.  

 

9. Employee cost 

We have reiterated many times that employee cost is growing consistently and also 

acknowledge that the same cannot be capped due to manifold reasons. This is our 

submission that only reasonable cost be passed through ARR and remaining must be taken 

over by Government as PSPCL employees are government employees and must get their 

dues as per Government rules and regulation, but the same should not be used as an 

excuse to increase the ARR and cost of power for consumers. 

The comparison of the different states shows that PSPCL( 91 paisa/unit) is the highest cost 

among other states like Maharashtra( 62 paisa/unit) , Madhya Pradesh( 58 paisa/unit) , 

Gujarat( 52 paisa/unit) , Rajasthan( 63 paisa/unit) , Uttrakhand( 29 paisa/unit) and Haryana( 

42 paisa/unit). 
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If the PSPCL per unit employee cost restricted to 60paisa/unit against 56 paisa/unit , 

average of above 7 states mentioned above, it would result into saving of Rs.0.31/unit. On 

an energy sale of 59211 MU, it works out to be about Rs.1850 crore. The any other sale 

figure may marginally change the absolute amount of saving but there will remain around 

Rs.1800-1900 crore. 

Therefore, it is also prayed that the employee cost taken together the pension liability as 

well as salary and other perks etc. total employee cost should be capped at 60 paisa/unit for 

FY 2024-25 and FY2025-26, which may be proportionately linked with the average of states 

Discom of above states for subsequent 5 years. The prayer made in the ARR by Discom on 

page 3, related to progressive funding of the terminal benefits trust be not considered at all 

to protect the consumer interests as provided the electricity act, 2003. 

 

 

10. T&D losses  

The T&D loss path as provided in MYT regulations and followed in the earlier Tariff orders 

be followed for true of T&D losses, projecting T&D losses and fixation of agriculture 

consumption of electricity. 

11. True up of the ARR for FY 2023-24 based on audited figures. 

It is submitted that the ARR should be trued up on the basis of the MYT regulations, which 

clearly mention that CERC norms be followed to the extent possible. Therefore, either it is 

of T&D losses, norms related to generations of power of new or old plants, Shahpur kandi 

projects, employee cost etc. should be trued up on the basis of approved norms only. Now, 

Disocm is in profit as claimed by Discom publically, the excess cost than approved related to 

any aspect of supply of power should only be borne by Discom only.  

The Electricity Act 2003 also provides for the safeguarding consumer interest by 

subjecting all expenses to the prudent check. Therefore, the PSERC should protect the 

industry from becoming unviable due to such high electricity cost due to high employee 

cost by capping per units employee cost at 60 paisa/unit and remaining cost must be  

absorbed by State Government/Discom. 
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    PSPCL has claimed royalty to Punjab Government to the tune of Rs.19.70 crore for  ensuing          

The same should be approved only after the receipt of the power on actual basis. 

 

13 Overdue receivables  

In the ARR chapter 6: Status of directive compliances, page 129 of the current ARR, it is 

stated that there are outstanding dues of 5252 crore and out of which Rs. 2836 crore is due 

towards Government department. We opined that prepaid meters be installed in 

government offices. However, as far as outstanding from Government office is concerned 

(Rs.2836 crore), the same should be deducted from the Government loans given to PSPCL or 

the  Government equity be reduced by Rs.2836 crore plus due interest for delayed 

payments and return on equity be reduced by the same amount. This should be left to the 

government as how to deal with these outstanding amount of various government offices. 

Similarly, it is also humbly suggested that a detailed MIS system be developed to track such 

accounts where power is regularly supplied but payment is not received. Such account 

holders may   be pursued suitably to pay due bill amount to PSPCL. Honest consumers 

should not be made to suffer through higher tariff for such lapse of GOP/PSPCL. 

 

12. The capex and other interest related expenses incurred on RSD should be allowed till the 

completion of the project and even thereafter only that capex to be accepted which is 

related to power generation.  

 

Comments on ARR for FY 2025-26 

1. Our first and foremost comments on the ARR FY2025-26 is that there seems to be very high 

chances of wrong projections as the preceding year FY 2024-25 information related to ARR, 

which should be immediate reference for projections  is not given. In this way, it is very 

difficult to judge the latest demand, latest power cost and other generations of power 

variables and other important information. In our view, the discom should be asked to 

provide the same and only then any meaningful projections can be made. 
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2. Further, PSPCL has projected the energy consumption for FY 2025-26 on higher side. It is 

submitted that only the actual sale data of previous 5 years may be referred on audited 

balance sheet and actual sale reported thereon for projection of different categories sales. 

It is prayed to the Commission that the sales projection may be downwardly revised to 

make true estimates of the demand of power for FY 2025-26. 

2. If the above argument finds merit then there would be lower demand of power in the State 

and accordingly the surplus power, which is shown as negligible would also surface in 

revised calculations. The same can be used to continue threshold consumption based 

incentive for the industry. It is pertinent to note that while outflow in threshold incentive is 

only for one year for a unit, which increased consumption over threshold level but PSPCL 

gain year after year due to higher consumption as it is not possible to keep on increasing 

the power consumption above threshold level every year, which happens due to investment 

made by the industry in any year for many years to come. The threshold incentive has 

worked in the past and has given gain to the Discom. Therefore, the same should be 

continue to incentives higher consumption in the state  industry and generate employment 

for people and revenue for the State. 

This fact can be verified from the PSPCL ARR information related to surplus power for FY 

2023-24 audited figures. As per For D2, page 195 of the main ARR for FY2025-26, it is stated 

that the surplus power is 7810.47 MU and cost of the same is Rs.953.53 crore. However, in 

the tariff order dated 14th June  2024, chapter 5, table 5.2 and para 5.1.5, it is reported that 

the surplus power would be negligible and accordingly the threshold rebate would not be 

required, which is given to use the surplus power. 

“ The Commission had introduced threshold rebate to incentivize the consumers to 

consume more power so as to reduce the burden of additional fixed cost of surrendered 

power to some extent by utilizing the large volume of surplus energy available with 

PSPCL. The Commission further notes that there has been a significant increase in 

demand and the total Sale of PSPCL has increased from 47855.53 MkWh in FY 2019-20 

to 59300.57 MkWh in FY 2022-23. Further, PSPCL has also relinquished its allocated 

share of power from Anta, Auraiya and Dadri power stations of NTPC which were having 

high energy charges. From the submissions made by PSPCL in the petition, it is observed 
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that for FY 2024-25, PSPCL has projected a surplus of only 204 MkWh which is likely to 

be surrendered. As such, the Commission feels that the rebate offered for utilization of 

surplus power as threshold rebate is no longer viable in today’s scenario since there is 

hardly any surplus power available to be utilized judiciously to maximise revenue and 

spread the fixed costs. Accordingly, the Commission decides to discontinue the threshold 

rebate being allowed to the consumers of the State for FY 2024-25.” 

Now the data for FY2024-25 related to surplus power is not shared while in the ARR, in the 

same table mentioned above, it is admitted that there would be 2744.22 MU surplus power 

in FY 2025-26. 

i. Therefore, it is submitted that to utilized the surplus power, the threshold 

consumption rebate be started again.  

ii. Further for FY 2024-25, as no projection for surplus power was made , it is prayed 

that no fixed charges on surplus power be allowed at the time of true up of 

FY2024-25. 

iii. It is also prayed that incentives and disincentives related policy decisions should 

be based on audited figure only as estimates seems to be far away from the actual 

figures and may be biased for specific policy outcome. 

  

3. PSPCL has asked for revising the T&D losses, Power generation parameters for thermal 

plants based on actuals. However, these issues are raised again and again and it is also 

important to note that capex approved by the Commission is also based on such lower T&D 

losses and higher thermal power plant efficiency norms. The approach of the Commission 

should be adhered and continued for true up as well as for projections. 

4. The detailed comments on retune on equity is given in the preamble of the comments on 

ARR. However, it is stated here that the return on equity should be given on equity actually 

infused in PSPCL, for which consumer have gained some benefits. Further, as the matter is 

pending in Supreme Court, the Hon’ble Commission may approve the return on equity on 

actually infused equity. For keeping in view the Forum of Regulators views, the return on 

equity shall be allowed at the return on equity rate of about 8%. 

5. High cost of solar power need to be examined  
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i. The analysis of the power purchase cost given on page 199(FY 2023-24 actual ) of 

the current ARR of PSPCL revealed that there is abnormal high power cost of solar 

power at above Rs.6.74/unit. This is strange as power cost from solar source is about 

Rs.2.50-Rs.2.80/unit against about Rs.7 projected in the ARR. It is submitted that 

these power purchase from solar source need serious examination and the same 

should not allowed. 

ii. Even if the long term agreement is binding then why the power sourcing is growing, 

If it is an old agreement, power availability should come down due to the working of 

degradation factor, which generally bring down power generation by about 0.5% 

minimum. There must be some agreement stating year wise availability of power 

from such source. Accordingly, the power sourcing should come down instead of 

growing as projected in the ARR.  

iii. Further, if new agreements are made, which led to higher number of units then it 

should not be allowed at a rate above than Rs.2.50-Rs.2.70/unit. Why, PSPCL is 

signing agreement at such onerous price of solar power?. This need serious 

examination by Hon’ble Commission and we pray to the Hon’ble Commission to 

kindly look into the matter. 

 

Based on above facts and arguments, it can be safely deduced that the higher ARR claimed 

for FY2023-24 true-up as well as for FY 2025-26( projections) are not based on sound facts 

and based on actuals at most of the places than approved norms by PSERC and as such 

there would be no requirement of increase in revenue requirement in the current ARR. 

 

Comments on Tariff related issues 

First of all, it is to be noted that the tariff petition of PSPCL and power tariff revision in the 

State  is based on cost plus basis subject to the prudent check. PSPCL is sourcing power 

from own thermal stations, IPP in Punjab and central government power generating 

stations among others. The power sourced from power exchange is miniscule part of the 

power purchased by PSPCL. Besides this fact, the power available  at exchange is not a  
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perennial supply based power and highly erratic in nature and based on short term 

contract, which is mostly based on urgency of the buyer and seller than any long term 

commitment. As such referring to power rates at power exchange to draw policy for PSPCL 

power tariff fixation purpose is highly irrational and devoid of any merit. Therefore referring 

to the same for power tariff in the state in early morning hours and peak hours  etc. is 

highly objectionable. We strongly condemned the practice of PSPCL of referring such 

adhoc power rates for making tariff for permanent supply of power. Therefore, we submit 

to the Hon’ble Commission not to give any heed to such prayers, which are based on 

casual approach. There would be many times , when power exchange is traded at very 

low rates but discom never pass the benefits of such low rates reflected at exchange. Fully 

understanding the adhoc nature of power exchange power rates, we never refer to the 

same for lowering the power purchase cost of the Discom. Similar maturity is also 

expected from Discom also.  Further, if the national level power rates to be referred then 

power exchange traded power is not even 10% of the total power traded at national level. 

Therefore, increasing the peak hour rates from Rs.2/unit to Rs.2.50 per unit, higher rates 

for morning etc. should be out rightly rejected. PSERC follows the average cost of supply 

principle for tariff fixation so referring to power exchange rates is totally absurd and show 

discom in very poor light. 

 

More ever, as per MoP, the TOD tariff in solar hours should be lower than normal tariff as 

being done in some other states. Therefore, the discom should done away with peak load 

exemption charges and reduce the daytime tariff also.    

 

1. Shift TOD period to ISt June from 16 June presently is not correct. 

In ARR , para 6.1.10, page 99, PSPCL has proposed that TOD tariff be started from 1st 

June instead of 16th June.   It is prayed that the peak load restriction on industry should 

be completely done away as industry is not putting burden on the system, which need 

to be moderated by way of penalizing the drawl of electricity during peak hours. Such 

assertion is also verified from the fact that PSPCL has been giving power supply to 
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agriculture sector during the same period. If supply during the peak load hours need to 

be moderated, the discom should not have augmented stress on the system by giving  

supply to agriculture sector. Hence, the peak load restrictions must be done away till 

specific detailed information is shared with consumers, which shows that peak load 

hours supply to industry need to be moderated. 

 

2. Increase TOD tariff to Rs.2.50/unit from Rs.2/unit during peak load restrictions period 

devoid of merit 

As submitted above when there is no need of imposing peak load exemption charges, 

there is no reason to increase the same from Rs.2.00/unit to Rs.2.50/unit. 

Further, MOP also circulated amendment in Electricity Act, 2003 suggesting reducing 

the electricity tariff during day keeping to ensure that the consumer should benefit from 

the lower tariff during daytime due to higher solar energy availability and at lower cost 

than thermal power. Some other commissions like MPERC has also introduced day time 

tariff rebate of 20% in Tariff order 2024-25. 

 

To take the advantage of the lower tariff due to availability of cheaper solar power 

during day time, even PSPCL has started giving power to agriculture sector during day 

time by procuring cheaper power in day thus making saving in power purchase cost. It is 

apprehended that due to giving power to agriculture sector during day time, the power 

purchase cost of PSPL in day time may have gone up due to higher purchase than 

normal case when power is given to agriculture sector in night while overall the 

purchase cost by replacing high cost thermal power in night by solar power in day time 

may come down. Thus, in this case, the extra cost if there is any due to higher purchase 

of solar power for agriculture sector, should be charged from agriculture sector rather 

than giving benefit of saving in power cost to all consumers except industrial consumers. 

Other way of handing the strategic shifting of agriculture sector supply to day time is to 

keep the average cost of supply model intact and keep tariff of all class of consumers 

based on same. Thus, agriculture sector also benefits due to day time power supply, 
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discom save in power purchase cost and all consumers benefit/suffer without any 

discrimination. 

 

 

3. A new peak load hours slab from 6 am to 9 am during  Ist December to 28th feburary is 

also proposed, which we object strongly. 

 It should not accepted and PSPCL should strengthen its system to meet the growing 

demand of the power in the State rather than taking temporary measures of proposing 

peak load restrictions. These are the tools of power shortage regime and in power 

surplus regime( where power supply can be augmented through putting new capacity), 

there is no place for such archaic measures in contemporary times. Infact, PSPCL should 

move to a regime where any kind of power consumption restrictions should not be 

allowed. 

Increased demand during morning hours of winter season is a normal feature 

experienced by all Discom in the Northern and Eastern India and as usual has to be met 

through full loading of backed down units of thermal plants, full scheduling of power 

from CGS, coordination with dam/pondage based hydro plants like Bhakhra, Pong, RSD, 

Shanan etc, for additional generation and drawl of banked power. 

With commissioning of Shahpur Kandi Project shortly, RSD will be used as a peaking 

station in the next witer season which will also help PSPCL to meet morning peak 

demand.  

It is also submitted that that Industry should not be penalized for the action of the 

morning demand is solely due to domestic and NRS sector due to Geyser and heating 

load and others.      

4.  PSPCL has proposed increase in Peak load charges from Rs.2/KVah to Rs.2.5/per KVah. 

PSPCL also propose to discontinue the TOD rebate of  Rs.0.75/KVah during 1st April to 

31st May of each year. At most of the places, PSPCL has given reference to the high rate 

of power in power exchange during contemporary times. However, we strongly object 
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to such proposal as there are times when the power cost at exchange is very low while 

PSPCL is charging full tariff from consumers/government( in form of subsidy). Whether 

the Discom agree to reduce tariff when the power in exchange goes below the PSPCL 

power Tariff?  

It is submitted that power tariff in Punjab as fixed by PSERC are based on average 

cost of supply method and not on opportunity cost basis as also provided in the 

PSERC MYT Regulations 2022. In such situation, it is not prudent to refer to the power 

rates in power exchange which are based on market forces and not on cost of supply basis 

as being done by PSERC.  

5. PSPCL proposed in Para 6.1.1 to 6.1.5 of ARR that due to high Market clearing rates for 

night hours prevailing on power exchange and almost same demand during night 

hours of 1st April to 15th June, TOD night rebate of 75 paisa/unit for these 2.5 months 

need to be discontinued.  

The basis on which night rebate is granted is the need to make the load curve flat to 

bring down the extent of backing down of the thermal plants during night hours to 

achieve their efficient operations. It is evident from ARR that PSPCL has claimed extra 

costs to cover the loss in operating parameters of frequent start stop of its thermal 

plants and has claimed that its thermal plants are not operating efficiently sue to 

excessive back downs. PSPCL has also not enclosed the load curve for these months for 

unrestricted demand and unrestricted availability to justify its claim. Therefore the 

incentive of rebate for night hours in fact supports PSPCL as it reduces the start 

stops/back down to some extent and should be continued from 1st April to 15th June.   

Due to artificial suppression of demand during April to June so as to minimize firing 

incidents of matured wheat crop and minimizing usage of power for running tubewells 

before 16th June for sowing paddy, power purchase during this period particularly during 

night hours is very meager and negligible. Further PSPCL has more than required 

installed and contracted capacities for which industrial consumers have borne the 

depreciation through tariff and have first right on the generation. Therefore, the 
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proposal lacks justification and the night rebate for April to 15th June may be continued 

for 2024-25. 

6. Green tariff rate be reduced to 10 paisa/unit 

The green tariff, the extra tariff paid by the consumers for taking credit of green energy  

is fixed at 24 paisa/unit in Tariff Order given in June 2024. It is submitted that revenue  

generated from green energy tariff may be shared with the consumers.  It is opined that 

the green tariff be reduced to 10 paisa//unit as there are not many takers for green  

energy. 

Prayer 

1. There is no case for allowing any increase in ARR as sought by PSPCL for FY 2025-26 in 

fact tariff should be reduced especially for subsidizing class of consumers. 

2. The tariff proposals given by PSPCL related to increasing peak hours time, including 

morning time in peak hour times, preponing the peak hour times to ist june and 

withdrawl of 75 paisa/rebate for night be rejected as based on unfair, causal and short 

sightedness approach of PSPCL. 

3. Carry forward the rationalization of Electricity Tariff in the State based on the principle 

of category wise ‘Cost To Serve’ principle 

4. Reduce the electricity tariff of the subsidizing class of consumers particularly EHT 

category of consumers. 

5. Ensure tariff rationalization of subsidized class of consumers or ask State Government 

to compensate the Board through explicit subsidy.  

6. Voltage wise rebate should be given in commensurate with Category wise cost of 

supply and be increased to minimum 70 paisa/unit. 

7. Continue with threshold consumption based incentive and night tariff rebate as it 

happens to flatten the demand curve and also helps in demand side management.  
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8. The green energy tariff be reduced to 10 paisa/unit considering the miniscule demand 

for the same and promote the market development for green energy. 





HP
Typewriter
Objection No. 2










