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PUNJAB STATE ELECTRICITY REGULATORY COMMISSION 
        SCO NO. 220-221, SECTOR 34-A, CHANDIGARH 

 
 

 
                                                      Petition No.18  of  2014 
                                      Date of Order: 21.11.2014 

 
In the matter of :     Petition against clause No.18.4 (i) of the 

General Conditions of Tariff as amended 
and approved by Punjab State Electricity 
Regulatory Commission vide Order dated 
23.10.2012 and adopted by Punjab State 
Power Corporation Limited (PSPCL) vide 
Circular No.40/2012 dated 05.11.2012. 

 
           AND 
 

In the matter of:  Punjab Cotton Factories & Ginner’s 
Association, Shop No.109, New Grain 
Market, Muktsar-152026 through its 
President Shri Bhagwan Bansal 

 
                                                       Versus 
 

Punjab State Power Corporation Limited,  
The Mall, Patiala  

 
 

Present:              Smt.Romila Dubey, Chairperson 
                 Shri Virinder Singh, Member      
      Shri Gurinder Jit Singh, Member  
 

ORDER    
   

  The Punjab Cotton Factories and Ginners Association, 

through its President, Shri Bhagwan Bansal, filed the present 

petition against Clause No.18.4(i) of the General Conditions of 

Tariff as amended and approved by the Commission vide Order 

dated 23.10.2012 and adopted by Punjab State Power Corporation 
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Limited (PSPCL) vide Circular No.40/2012 dated 05.11.2012.  The 

petitioner made the following submissions:-  

     (i) As per clause 18.2(i) of the General Conditions of Tariff,  

approved by  the Commission and adopted by the 

erstwhile Punjab State Electricity Board  (PSEB)  (now 

PSPCL) vide commercial  circular No.36 / 2006 dated 

14.7.2006, the cotton ginning factories are covered under 

seasonal industries.  Clause 18.4 (i) of the General 

Conditions of Tariff (amended by the Commission vide Order 

dated 23.10.2012 and adopted by PSPCL vide commercial 

circular No.40/2012 dated 05.11.2012) provides that Monthly 

Minimum Charges (MMC) as applicable in respective 

Schedule of Tariff shall be levied on full sanctioned load for 

the period these industries work during seasonal period of 9 

months (from 1st September to 31st May next year).  

However, this working period shall be taken as minimum of 

4-1/2 months for the purpose of billing/levy of MMC on month 

to month basis. 

    (ii) In the state of Punjab, the cotton production is decreasing 

drastically due to problem of water logging in the Malwa belt, 

which is the main cotton growing area in the State of Punjab,  

comprising  of districts such as Bhatinda, Faridkot, 

Ferozepur, Muktsar, Mansa, Abohar and Fazilka.  During the 

season of 2013-14, only 12-13 lac bales have arrived in the 

State till date against the earlier production of about 28-30 

lac bales achieved in the last decade. 

   (iii) Due to  water logging problem in the area, the cotton farming 

is not considered  profitable by the farmers and they prefer to 

cultivate 1121 variety of Basmati rice,  which is more 
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profitable as compared to cultivation of cotton.  The per acre 

yield of 1121 Basmati is 2.4 times more than the cotton 

(NARMA), so the farmers are shifting towards Basmati. 

   (iv) Due to shifting of farmers towards cultivation of 1121 Basmati 

over  cotton, presently only 165 cotton ginning units are 

working out of total 422 units in the State of Punjab leading to  

unemployment  and  loss of revenue to the State. It is 

apprehended that about 60 more  units will close down in 

near future due to low availability of cotton in the State. 

  

The petitioner prayed that the MMC be waived off initially for 

a period of two years as an interim arrangement and the energy 

bills for the Cotton Ginning Units be raised on the basis of actual 

consumption only. 

 The petition was admitted vide Order dated 23.04.2014 of 

the Commission and Govt. of Punjab, Department of Power, was 

impleaded as respondent.  Govt. of Punjab and PSPCL were 

directed to file reply by 20.5.2014 and the petitioner was directed 

to file the comparison details of MMC charges for  a period of two 

years viz-a-viz reconnection charges thereafter.  The petition was 

fixed for hearing on 27.05.2014. 

 PSPCL vide Chief Engineer/ARR&TR Memo No.5633 dated   

23.05.2014 filed the following reply:- 

     (i) The waivel of MMC is not possible as it is charged to recover 

the cost of maintenance/upkeep of infrastructure created by 

PSPCL for release of any connection as approved by the 

Commission. In view of levying of Monthly Minimum 

Charges, the consumers, especially industrial consumers, 

plan their monthly  production schedule, which in turn result 
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in system stability. MMC is leviable to compensate the 

licensee for recovery of fixed cost, which the licensee has 

incurred for setting up various lines, Substations, Power 

Stations and other Infrastructure. 

    (ii) MMC is not to be construed as an additional charge.  It only 

becomes operative when the consumption of power falls 

below the level required for levy of MMC at the prevailing 

tariff.  MMC is only a mechanism to effect recovery of fixed 

cost of the licensee, and it would be unjust to deny the 

licensee recovery of this component. 

   (iii) PSPCL being a commercial organization cannot suffer the 

loss of non  payment or deferment of MMC charges.  The 

petition filed by the  petitioner is not acceptable and shall 

result in financial loss to the utility. 

 

 During hearing on 27.05.2014, the Commission observed 

that Govt .of Punjab, Deptt. of Power has not filed any reply and 

none had appeared on behalf of Govt. of Punjab.  After hearing the 

petitioner and PSPCL, the Commission directed the petitioner to 

file rejoinder by 10.06.2014 along with information as per Order 

dated 23.04.2014.  Govt. of Punjab, Deptt. of Power was also 

asked to file the reply by 10.06.2014. The petition was fixed for 

hearing on 17.06.2014.  

 The petitioner filed rejoinder dated 11.06.2014  to the reply of 

PSPCL and made the following submissions: 

   (i) As regards changing the nature of industry by Cotton 

Ginners, it was  submitted that the machinery installed 

cannot be used for any other purpose as the machinery is 

specifically designed for segregating the cotton  and  cotton 
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seed (present in NARMA).  If not used for Ginning then the 

machinery can only be sold as scrap.   

   (ii) As regards closing of industry for two years  and  thereafter 

applying for reconnection, it was submitted that in terms of 

Regulation 40.1(c) of ‘Supply Code’, the consumer is 

required to pay the MMC for the period of disconnection and 

additional charges for the delayed payment.  Alternatively, 

the consumer may apply for connection and in that case he 

will have to follow the procedure as laid down in Regulation-5 

of the Supply Code and will have to deposit charges as per 

Regulation-9 of the Supply Code as if a new connection is 

released. 

   (iii) Although MMC is charged to recover the cost of 

maintenance/upkeep of infrastructure created by PSPCL but 

in the case of the petitioners due to force-majeure effect 

(Natural calamity) of water logging occurred in the cotton 

growing belt of Malwa,  interim relief has been sought. 

   (iv) PSPCL is a commercial organization, but it is also the only 

licensee in the State of Punjab for distribution of electricity to 

its inhabitants/ industrialists which contribute to the State 

Exchequer by way of taxes, cess and  other levies.  The 

loss/closure of an industry or industrial unit  is also loss on 

account of loss of  revenue to the State. PSPCL cannot 

escape from its moral responsibility/duty by overlooking the 

natural calamity of water logging in the District of Muktsar.   

 

 On the basis of above facts, the petitioner prayed to grant 

relief from payment of MMC as an interim measure for a minimum 

period of two years or till the improvement in water logging 
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problem, whichever is earlier and to recover energy bills for the 

interim relief period on actual consumption basis from the cotton 

ginning units. 

 OSD/Power Reforms, Govt. of Punjab, Deptt. of Power vide 

Memo No.1/19/2014-EB(PR)/459 dated 16.06.2014 submitted that 

the State Govt. concurs with the reply filed by PSPCL and the 

same may be treated as reply of the State Govt. 

 After hearing the petitioner and PSPCL at length on 

17.06.2014,  the Commission directed PSPCL to file the following 

information by 19.06.2014: 

a) Number of connections of Punjab Cotton Ginning 

Factories  along with sanctioned load in the Districts 

of Bhatinda, Faridkot, Mukatsar, Mansa, Abohar and 

Fazilka. 

 b) Annual financial implications if the prayer is accepted. 

 

The petition was fixed for further hearing on 22.07.2014.   

 PSPCL vide Chief Engineer/ARR & TR Memo No.5774 dated 

27.06.2014 filed the information wherein it was mentioned that 

there are 136 number of consumers of Punjab Cotton Ginning 

Factories  with total contract demand of 86442.85 kVA. Total MMC 

@ ₹ 504/kVA for one month comes out to be ₹ 4,35,67,196/- and 

the total annual MMC considering a period of 4.5 months for billing 

shall be ₹ 19,60,52,383/-.  

 The petitioner filed the rejoinder dated 16.07.2014 to the 

reply of PSPCL and submitted that:- 

(i) The list of Cotton Ginning  Industries for FY-2013-14 in 

respect of West Zone submitted by Chief Engineer/ARR&TR 

includes the Spinning Units,  which needs to be deleted. 
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(ii) After excluding the 11 No. Spinning Units, the total contract 

demand of  the 125 No. Cotton Ginners Factory consumers 

shall be 37202.85 kVA  with monthly MMC of ₹ 1,87,50,236 

and total annual MMC  considering 4.5 months of billing shall 

be ₹ 8,43,76,064/- (Say ₹ 8.44 Crore). 

(iii) Due to water logging and higher prices of 1121 Basmati Rice, 

the raw material (NARMA) production has been reduced 

drastically from 30 lac bales in 1995 to 16 lac bales now.  

Due to the scarcity of the raw material,  the Cotton Ginning 

Units are not able to function for more than 3 months for a 

year but are liable to pay MMC for at least 4.5 months. 

 

 During hearing on 22.07.2014, the petitioner submitted that 

MMC for a period of three months instead of existing 4.5 months 

may be levied for one year for cotton ginning factories. After 

hearing the petitioner and PSPCL, the Commission observed that 

the prayer of the petitioner involves amendment in Clause 18 of 

General Conditions of Tariff. The Commission, therefore decided to 

prepare a Staff Paper and invite comments/objections from the 

stakeholders before taking any decision in this regard.   

 In pursuance to the Orders of the Commission, objections on 

the  Staff Paper were invited from all the stakeholders so as to 

reach the Commission on or before 13.08.2014 vide public notice 

published  in various news papers on 26.07.2014. Only one 

objection from PSPCL vide Chief Engineer/ARR&TR memo 

No.5940 dated 13.08.2014 was received against this public notice, 

wherein PSPCL submitted that:- 

(i) A total of 121 No. Cotton and Ginners industries are 

operating in West Zone out of which 78 No. have utilized 
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their full load and have been billed for actual consumption for 

a period of 4.5 or more months.  Only 43 No. Cotton and  

Ginners industries have not utilized their full load and have 

been billed for MMC for a period of 4.5 months during the 

season. 

(ii) The total liability after reducing the period of MMC from 4.5 

months to 3 months shall be ₹ 64.52 lac per year.  However, 

this loss will be  higher if more number of industries, out of 

78, run for reduced period of 3  to 4.5 months and billed on 

MMC. 

    (iii) The production data for Cotton in the State of Punjab issued 

by the Central Institute for Cotton Research and  the Cotton 

Corporation of India Limited clearly suggests that cotton 

production particularly in Punjab has not reduced and the 

actual trend of  production of cotton bales  is rising from 2010 

onwards. So, the petition may be rejected by the 

Commission or liability should be borne by the State Govt. 

 

 The Commission vide order dated 04.09.2014 decided that a 

copy of the comments received from PSPCL be supplied to the 

petitioner, who may file rejoinder by 16.09.2014.  The petition was 

fixed for further hearing on 23.09.2014.  During the hearing on 

23.09.2014, the petitioner explained its inability to file the rejoinder 

due to the unavoidable circumstances and sought time to file the 

same.  Accordingly, the Commission vide Order dated 24.09.2014 

allowed the petitioner to file the rejoinder by 07.10.2014.  Further 

hearing in the matter was fixed on 14.10.2014.   

 The petitioner filed rejoinder vide letter dated 04.10.2014 

which was received in the office of the Commission on 10.10.2014.  
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The petitioner while contesting the loss of ₹ 64.52 lac per year 

calculated by PSPCL,  pointed out that only the MMC has been 

calculated but the actual energy charges which were found to be 

below the MMC charges have not been taken into account  As per 

General Conditions of Tariff, the consumer is to be billed on the 

basis of actual energy charges or MMC whichever is higher.  If it is 

assumed that the Commission is to provide relief for 1.5 months of 

MMC, then the consumer is bound to pay the actual energy 

charges for 1.5 months. Thus, it seems that PSPCL has 

considered the total MMC charges as loss to PSPCL for 1.5 

months but without taking into account the receipt of actual energy 

charges for this period. 

 The petitioner quoted various newspapers reports regarding 

decline in the actual production of cotton crop and pointed out that 

the data submitted by PSPCL relates to the year 2004-05 to 2011-

12 whereas the water logging occurred in the year 2013-14.   

 PSPCL vide EIC/Commercial Memo No.694 dated 

13.10.2014 sought time to offer comments on the rejoinder of the 

petitioner.  The Commission vide Order dated 16.10.2014 while 

granting time to PSPCL to file its reply, fixed the petition for further 

hearing on 11.11.2014.  PSPCL vide Chief Engineer/ARR & TR 

Memo dated 10.11.2014 filed its reply to the rejoinder wherein it 

has been stated that: 

     (i) The calculation for the loss amount has been carried out on 

the basis  that out of 121 industries, 43 industries are those 

who have not utilized their full load and have been billed for 

MMC for a period of 4.5 months during the season.  If this 

period is reduced to three months on request of petitioner 

then PSPCL shall be suffering a loss of 1.5 months MMC.   
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The petitioner’s view that the calculated loss is the maximum 

loss is merely an assumption and it cannot be guaranteed 

whether these industries will run or not. Also, this amount 

may increase  in future as working of other industries cannot 

be predicted as of now. 

     (ii) As per production data of cotton for Punjab, the cotton 

production in the State is on the rise. The reason of closure 

of any factory, cannot be attributed only to less production of 

cotton bales and there may be some other reasons including 

change of business by the entrepreneur due to some  

financial and personal constraints. 

    (iii) The reports published in the newspapers cannot be 

accepted, as the same is not authentic information. However, 

data provided by the Central Institute for Cotton Research 

and the Cotton Corporation of India Limited is an authentic 

record published by these Central Govt. agencies.  Also, the 

data is updated on timely basis and  updated data also 

shows that cotton production in Punjab  and  neighbouring 

States is not on the declining trend. PSPCL submitted the 

updated data for cotton production. 

 During hearing on 11.11.2014, the petitioner contested the 

authenticity of the data submitted by PSPCL and pointed out that 

the data is up to year 2012-13 with only provisional estimate for 

year 2013-14 and no data has been submitted for the year 2014-

15. The petitioner prayed for time to make submissions in this 

regard, which was allowed by the Commission vide Order dated 

13.11.2014 with the directions to file the submission by 18.11.2014.  

The hearing of the petition was closed and the Order was 

reserved. 
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 The petitioner vide letter dated 17.11.2014 submitted data 

issued by Chief Agriculture Officer, Muktsar, regarding area under 

cotton and area  damaged due to water logging, floods etc. The 

data shows that out of total area of 88,000 Hectares under cotton, 

area of 36000 Hectares was damaged during 2012-13 whereas out 

of total area of 74000 Hectares, only area of  16000 Hectares was 

damaged during 2013-14. No data for the current year has been 

provided.  

 The main ground of the petitioner for seeking relief in 

payment of Minimum Monthly Charges is that due to water logging 

problem in the Malwa belt comprising of Districts of Bhatinda, 

Faridkot, Fazilka, Mukatsar, Mansa besides Abohar and Fazilka, 

the production of cotton raw material (NARMA) has been reduced 

drastically from 30 lac bales in 1995 to about 16 lac bales now.  

Due to the scarcity of the raw material, the Cotton Ginning Units 

are not able to function for more than three months in a year but 

are liable to pay monthly minimum charges for at least 4.5 months. 

On the other hand the licensee submitted the data of cotton 

production released by the Central Institute for Cotton Research 

and Cotton Corporation of India Ltd., which indicates that cotton 

production which was 16.50 Lac bales in 2004-05, has actually  

increased to 18.50 Lac bales  in 2012-13 and is  estimated to 

remain the same during the year 2013-2014.  The data submitted 

by PSPCL has been released by Govt. agencies. On the other side 

the petitioner has failed to produce any other authentic data to 

substantiate its claim of reduction in cotton production. The 

Department of Power, Government of Punjab has also concurred 

with the views of PSPCL and has not supported the claims of the 

petitioner.  
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 After going through the submissions and pleadings of the 

petitioner,  PSPCL and State Government, the Commission holds 

that there is no sufficient ground to grant relief in payment of 

Minimum Monthly Charges to the Cotton Ginning factories as 

prayed by the petitioner.  

  The petition is dismissed.   

 

          Sd/-    Sd/-     Sd/- 

    (Gurinder Jit Singh)   (Virinder Singh)      (Romila Dubey)  
       Member              Member                  Chairperson   

          
  Chandigarh 
  Dated: 21.11.2014 

 


