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PUNJAB STATE ELECTRICITY REGULATORY COMMISSION 

SCO NO. 220-221, SECTOR 34-A, CHANDIGARH 

 

Petition No. 12 of 2014 (Suo-Motu)  

              Date of Order: 10.10.2014 

 

In the matter of: Audit of power purchase/sale/surrender including power purchase/sale 

under UI by Punjab State Power Corporation Limited from 01.04.2010 to 

31.03. 2013.  

 

AND 

 

In the matter of:  Punjab State Power Corporation Limited……….Respondent. 

 

Present: Smt. Romila Dubey, Chairperson 

 Er. Virinder Singh, Member 

 Er. Gurinder Jit Singh, Member  

 

ORDER 

Background 

1. The Commission invited a competitive bidding proposal for the appointment of a Consulting 

Agency for conducting a study on power purchase/sale/surrender along with power 

purchase/sale under UI by Punjab State Power Corporation Limited (PSPCL) from 

01.04.2010 to 31.03.2013. The last date for the receipt of the proposals was 27.05.2013. 

The technical bids were opened on 27.05.2013 and the financial bids were opened on 

05.06.2013. 

2. M/s. ABPS Infrastructure Advisory Private Ltd., Mumbai emerged as the successful bidder 

and was appointed as the consultant for undertaking the study. 
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3. The scope of work and responsibilities of the Consultant for carrying out the assignment 

involved the following:   

a. Study of methodology adopted by the Distribution Licensee (PSPCL) with regard 

to assessment of Demand & Energy Requirement and Availability of Power from 

all contracted sources and whether it was as per the Regulations laid down in the 

notified PSERC Determination of Tariff Regulations.  

b. Identify whether Maintenance Schedules of own generating units as finalized by 

PSPCL with CEA were adhered to and in case of variation, whether reasons 

were justified.  

c. Study of the impact of variation in Power Purchase Cost approved in Tariff Order 

on the tariff determination for retail supply for the next year.  

d. Forecast of energy availability from new generating plants versus actual 

availability and the financial impact of measures taken by PSPCL to meet the 

variation in forecast and actual availability.  

e. In depth study of PSPCL’s practice of Banking of Power, defaults made by the 

entities which were parties to the Banking, financial benefit/loss of swapping 

power through Banking vis-à-vis short term power purchase through traders or 

Power Exchange etc.  

f. Study of purchase of costly RLNG and Liquid Fired power from Gas Based 

stations. In addition, purchase of costly power from Jhajjar Thermal Plant and 

Pragati Gas Thermal Plant also to be examined.  

g. Study of PSPCL’s procedure to draw/surrender of power under UI mechanism, 

defaults of over-drawal under low frequency conditions and its financial impact.  

h. Study of steps taken by PSTCL and PSPCL to improve the Total Transfer 

Capacity of the Punjab State to address the issues of inter-State/intra-State 

Transmission constraints and low power factor/low voltage of the grid resulting in 

heavy import of Reactive Power by Punjab during paddy season.  

i. Study whether transparent open competitive bidding process and negotiations 

held with bidders for the purchase of power, as per guidelines issued by Govt. of 

India and Regulations notified by PSERC.  

j. Study whether PSPCL adhered to the principle of least cost plan/merit order 

principle while effecting power purchase in case of shortage or surrender of 

power in case of surplus.  
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k. Study whether power cut was imposed on any category when the power was 

being surrendered by PSPCL.  

l. Merit order dispatch of power from Thermal Plants of PSPCL need to be 

examined.  

m. Study of the methodology adopted by PSPCL to meet the emergency situation of 

shortage of power due to outage of Central Sector/PSPCL’s generators etc. and 

its financial impact on cost of power purchase.  

n. The consultant shall also be required to give their recommendations to 

economise the power purchase by PSPCL, including replacement of fossil fuel 

power with hydro power. 

4. The Commission vide its various letters directed PSPCL/PSTCL to provide the relevant 

information to facilitate the conduct of the study. 

5. PSPCL and PSTCL vide their various letters and e-mails submitted the requisite 

information. 

6. The Commission officials conducted discussions with the Consultants along with the 

officials of PSPCL/PSTCL to discuss in detail, the information required and the information 

submitted by PSPCL/PSTCL. 

Preliminary Report 

7. ABPS Infrastructure Advisory Pvt. Ltd. submitted the preliminary draft report on study on 

power purchase/sale/surrender along with power purchase/sale under UI by Punjab State 

Power Corporation Limited (PSPCL) from 01.04.2010 to 31.03.2013, to the Commission 

vide its letter dated 10.10.2013. Thereafter, the Commission conducted joint meetings with 

ABPS Infrastructure Advisory Pvt. Ltd. and PSPCL on 20.11.2013 and 21.11.2013 to 

discuss various issues brought out in the draft report.  

Revised Draft Report and Final Report  

8. Taking cognizance of various observations made by the Commission during the aforesaid 

discussions, ABPS Infrastructure Advisory Pvt. Ltd. submitted the revised draft report vide 

its letter dated 05.12.2013. The Commission vide its letter No. 10690 dated 24.12.2013, 

provided its comments/suggestions on the revised draft report. The final report along with 

the replies to the comments/suggestions on the draft report was submitted to the 

Commission on 29.01.2014. 
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Initiation of Suo-Motu Petition 

9. For taking further action in the matter, a suo-motu Petition (No. 12 of 2014) was initiated by 

the Commission and a public notice was issued in various newspapers for inviting   

comments from the general public and the stakeholders on the report placed on the website 

of the Commission. Public Hearing in the matter was held on 01.04.2014 at Chandigarh. 

10. Comments were received from PSPCL in writing on 01.04.2014. ABPS Infrastructure 

Advisory Pvt. Ltd. submitted a point-wise response to the comments/ observations of 

PSPCL in writing on 11.04.2014. PSPCL again submitted their comments on the response 

of the Consultant vide its letter dated 06.06.2014. ABPS Infrastructure Advisory Pvt. Ltd. 

again submitted a point-wise response to the observations of PSPCL on 20.06.2014. 

11. The hearing in the matter was held on September 17, 2014 during which the Consultant 

made a detailed presentation on the recommendations given in the Report and the 

observations of the PSPCL. PSPCL representative requested for grant of additional time to 

make their submissions. The Commission asked PSPCL to submit the following 

information:-  

 In response to Section 4 – (Analysis of variations in Power Purchase Quantum), 

PSPCL submitted that it has already initiated the process of improvement before 

the report was published. In this regard, PSPCL should submit the steps taken by 

it for the improvement of process and results achieved. 

 In response to observations made in the report in Section 5.4 with regard to 

banking done in the months of April 2010 and May 2010, PSPCL to submit the 

qualitative and quantitative analysis alongwith justification at the time of entering 

into the banking arrangements for the months of April 2010 and May 2010.   

 PSPCL to submit the month wise unrestricted demand and demand met for FY 

2005-06 to FY 2012-13. 

 PSPCL to submit the month wise total quantum of power procured from other 

sources under Open Access by Open Access consumers. 

12. PSPCL submitted the above information on September 23, 2014, which has been analysed 

in the subsequent Sections of the Order.  

13. The next hearing in the matter was held on September 26, 2014. During the hearing, the 

consultant to the Commission briefly explained the main aspects of the report, PSPCL’s 

written comments received and replies of the Consultant to the Commission.  
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14. PSPCL submitted that the report has appreciated PSPCL on account of various aspects of 

power purchase like Merit Order Despatch, procurement of short term power through 

competitive bidding, banking of power. PSPCL, however, submitted that it has following 

observations on the report and the replies made by the Consultant to the Commission:- 

a) Computation of financial implication of ₹ 1466.84 Crore on account of reduction in 

available power from new generating stations is not correct as the same has been 

computed on the basis of average power purchase cost from firm sources. PSPCL 

further submitted that it has been explicitly brought out by the consultant M/s ABPS that 

the objective of working out financial implication was not to assess the gain and loss but 

to improve power purchase planning. 

The Commission is of the view that it is explicitly mentioned in the report and replies 

thereafter that the financial implication has been correctly computed by the consultants 

on the basis of data available with them at that point of time. However, the financial 

implication is idealistically computed and nowhere in the report it has been termed as 

loss. The intent, as also acknowledged by PSPCL is to improve the power purchase 

planning. This issue has been subsequently dealt in detail in this Order.  

b) PSPCL with regard to projection of quantum of power purchase from central generating 

stations submitted that accurate projections in this regard cannot be made for a given 

day as the declared capacity from these generating stations are not known even 24 

hours before hand.  PSPCL submitted that it is already in the process of devising a tool 

for better power procurement planning on day ahead basis. 

With regard to fair and accurate projection of quantum of power purchase, suitable 

recommendations have been made in the report. The Commission has taken note of the 

process undertaken by PSPCL for improving power procurement planning.  

c) With regards to issue of banking done in the months of April and May 2010, PSPCL 

submitted that there was above normal increase in the power requirement which led to 

heavy drawal of power during these months and therefore the same was not under the 

control of PSPCL.   

The Commission has gone through the submissions made by PSPCL and has observed 

that the unrestricted demand for the month of May 2010 (4042 MU) is marginally higher 

than the demand for the month of May 2009 (3908 MU). However, the consultant in its 

report has pointed out that PSPCL has paid additional UI of around ₹ 20.37 Crore in 

May 2010 and therefore the rationale provided by PSPCL that there was a considerable 

increase in the unrestricted demand in April and May 2010 is incorrect.  
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d) PSPCL, with regard to UI and additional UI paid by it during FY 2010-11 to FY 2012-13, 

submitted that the quantum of such additional UI and UI charges were least amongst 

the northern region states of Rajasthan, Haryana and Uttar Pradesh. 

The Commission is of the view that the states as mentioned by PSPCL are not 

comparable as the power requirement for most of these states is considerably higher 

than that of PSPCL and therefore deriving conclusion on this basis is incorrect. Further, 

the Commission is of the view that UI is not a mechanism for purchase and sale of 

power and is for maintaining grid discipline.  

e) PSPCL with regard to backing down of its generating stations submitted that there are 

technical constraints like availability of transmission network which does impact the 

decision of backing down. 

The Consultant in this regard has made its appropriate observations in the report. 

f) PSPCL submitted that there is near unanimity on most of the observations made by the 

consultant and the reply submitted by PSPCL on the related issues. 

g) PSPCL with regard to system operation submitted that power system is controlled, 

operated and accounted on 15 minute time block basis and power is purchased and 

sold for every 15 minute time block of the day. PSPCL submitted that although power 

purchase planning is done on long term/short term/day ahead/intra- day basis, yet the 

end result is reflected in power available and demand met for each 15 minute time block 

in the real time, so mere summation of total power purchase or sold, supply hours, and 

power hours in an entire day do not reflect the true picture of the power scenario. 

h) PSPCL further stated that it’s their social responsibility for providing round the clock 

continuous power to every section of the society, however any tripping of generating 

unit, outage in transmission system, heavy rain and thunderstorm disrupts any amount 

of power planning. However, PSPCL acknowledged that there is always a scope of 

improvement.  

i) PSPCL concluded by stating that with this objective, the report submitted by M/s ABPS 

Infrastructure Advisory Private Ltd. may be considered for future power planning.  

Analysis and Decision of the Commission: 

15. The analysis carried out by the consultant, recommendations given in the report, comments 

made by PSPCL on the report, observations of the Consultant on the comments of PSPCL, 

PSPCL observations on response of Consultant and final observations from Consultant 

along with views of the Commission on the key issues covered in the study are discussed in 

following paragraphs:- 
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A. Actual Sales and Sales Projections 

i) Energy Sales Projections 

16. The Consultant pointed out in the report that PSPCL has been projecting the metered 

energy sales by computing the category-wise Compounded Annual Growth Rate (CAGR) of 

audited/actual metered energy sales for the last three years barring the immediately 

preceding year (e.g. CAGR from FY 2005-06 to FY 2008-09 for projecting energy sales of 

FY 2010-11). PSPCL then applies this 3-year CAGR to the revised estimates of the 

metered sales for the immediately preceding year for projecting the energy sales for the 

ensuing year (e.g. 3 year CAGR till FY 2008-09 applied on revised estimates of FY 2009-10 

for projecting energy sales of FY 2010- 11). The revised estimates for any financial year is 

projected by PSPCL by considering the actual energy sales for the first half of the 

respective year and projecting the energy sales for the second half of that year by 

considering CAGR for the second half of the last three years. 

17. PSPCL submitted that the projected sales based upon 3 years CAGR, differ with those 

worked out by the Hon’ble Commission, as the Commission first revises the sales of 

immediate preceding year and then considers the figures of such revised sales for 

projecting the sales for the ensuring year. PSPCL submitted that this is an acceptable fact 

and such variations are inherent, as the final authority to approve the revised sales of the 

immediate preceding year rests with the Hon’ble Commission only. 

18. PSPCL submitted that it has been suggested in the report that instead of working out 

Projected Sales, we should not follow only the past trends/ 3 years CAGR but should 

consider other variables such as variation in number of consumers, variations in connected 

load, specific consumption, load factor, change in policies & regulations, change in the 

industrial policy of the Govt. and other options available to the consumers viz. Open 

Access/TOD Tariff. PSPCL submitted that how much impact of such variables is to be 

taken into account for working out projected metered sales for the ensuing year has not 

been elaborated in the report. PSPCL stated that the Planning Organization has suggested 

that while projecting the sales for more accurate projections, the impact of pending 

applications of Large Supply Consumers and industrial growth in the State is taken care of. 

19. PSPCL submitted that it has been assured by the Planning Organization to supply uniform 

data for submission to the Commission in future so that mis-matches can be avoided as it 

happened in FY 2010-11. 

20. The Consultant in its Report mentioned that in order to arrive at more accurate energy sales 

projections, recommendations were made in the report that along with the methodology of 

past trends, some other factors like number of consumers, connected load, specific 
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consumption and load factor may also be considered. A simple methodology to account the 

impact of these factors would improve the sales projections. 

21. The Commission agrees with the following recommendations of the Consultant for 

projecting the sales for ensuing years and directs the PSPCL to consider these aspects for 

projecting the sales:- 

i. The methodology of energy sales projection based on the historical trends i.e., 3 

years CAGR appears to be appropriate for categories such as Domestic, Non 

Residential, Small Power, Public Lighting and Bulk Supply. 

ii. However, to improve the projections of energy sales, variation in other variables such 

as number of consumer, connected load, specific consumption and/or load factor may 

also be analyzed as their growth may depend upon different factors.  

iii. Any change in policy and Regulations that may impact the energy sales especially in 

the industrial category may be considered by taking suitable assumptions and 

incorporating the same. In addition, the impact of pending applications and industrial 

growth in the State should also be considered for more accurate projection of sales. 

iv. Uniformity of the data for submission to the Commission shall be maintained so that 

mis-matches in actual audited data can be avoided. 

ii) Time of Day (ToD) Pattern in Projection of Sales- 

22. The Consultant in its Report mentioned that the Commission has approved the proposal of 

implementing ToD Tariff and the same shall also have a bearing on the consumption 

pattern and therefore ToD Tariff also needs to be analyzed for projecting the sales. 

23. PSPCL submitted an analysis based on the energy consumption of LS consumers on 

selected feeders from October, 2010 to March, 2011 before introduction of ToD tariff and 

the energy consumption from October, 2013 and November, 2013 after the introduction of 

ToD tariff. PSPCL submitted that the consumption pattern during off peak hours for the 

consumers has not enhanced and has remained almost similar as was for previous years 

before introduction of TOD Tariff. 

24. The Commission agrees with the views of the Consultant that the analysis carried out by 

PSPCL is only for 2 months (October and November 2013) and may not represent the 

complete picture of consumption pattern. The Commission directs PSPCL to analyze the 

data for a period of six months or for the complete year to assess the shift in 

consumption and an appropriate view  be taken by PSPCL based on the same. 
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iii) Discrepancy in Actual Sales Figures 

25. The Consultant in its Report mentioned that PSPCL has submitted computation of net 

energy sales wherein total metered sale was specified as 22623 MU for FY 2010-11. 

However, the total metered sale submitted by PSPCL for FY 2010-11 as a part of ARR and 

Tariff Petition for FY 2013-14 is 22590 MU. It is also observed that the annual sales figure 

submitted by PSPCL includes the units corresponding to energy pilferage, unbilled units 

and short assessment by CA and in order to compensate the affect of these units, PSPCL 

proportionately adds these units amongst the annual energy sales for various categories.  

26. PSPCL submitted that the Consultants have objected to the counting of equivalent units of 

un-billed units, theft detected by Enforcement/Operation Wing and Short Assessment 

detected by CA, as by counting such equivalent units the total metered sales of PSPCL do 

not tally with the audited metered sales. PSPCL submitted that it is mandatory to depict true 

& fair view of its Balance Sheet. PSPCL further submitted that there is nothing wrong in 

working out equivalent units of theft detected by Enforcement/Op. Wing, Short Assessment 

detected by the CA, the financial data of which booked to relevant Account Heads is also 

audited by the Audit while auditing the accounts. 

27. The Commission directs PSPCL to submit the reasons for such variation and/or 

reconciliation of figures in its future submissions to the Commission. 

B. Energy Availability from various Sources 

i) Projected Generation from PSPCL’s Own Generating Stations 

28. The Commission while assessing the gross generation and availability of PSPCL’s own 

Generating Stations for ensuing year considers the average of actual availability and 

generation from these stations for the past three years barring the immediately preceding 

year (e.g. average of gross generation and availability for FY 2006-07, FY 2007-08 and FY 

2008-09 for assessing availability of own generating stations for FY 2011-12). Further, the 

Commission also considers the Planned Maintenance Schedules and Scheduled R&M 

while assessing the energy available from thermal stations. For assessing the power 

available from PSPCL’s own generating stations, the Commission analyses the average 

availability and generation for three years from these stations. The Commission then 

assesses the availability as per the maintenance schedules for the ensuing year. 

29. PSPCL submitted that while working out the gross generation, the Commission assesses 

the energy availability as per the maintenance schedules only whereas the generation gets 

affected by forced outages and backing down of the units on no demand. PSPCL submitted 

that the Commission calculates the generation target of a year by multiplying the plant 

availability (considering only planned maintenance) of reference year by ratio of three years 
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average generation & plant availability and the Commission is not taking into account the 

forced outages while determining the plant availability of the reference year. PSPCL 

submitted that the Commission may be requested to fix norm of generation target 

corresponding to 85% Plant Load Factor (PLF)  because achievement of 85% PLF  also 

corresponds to achieving plant availability factor greater than or equal to 85% which is 

normative plant availability factor as per CERC. 

The Consultant in its Report mentioned that the projections for plant availability and PLF 

appears to be on a higher side as the actual plant availability and PLF for the last few years 

had continuously been on the lower side than the values assessed by the Commission. 

30. PSPCL submitted that the projections for availability and PLF of the generating stations 

considering the actual generation during last 3 years in addition to planned maintenance 

schedules as proposed may be adopted but suitable compensation towards back down 

loss/forced outage loss should be made. 

31. The Consultant in its report highlighted that backing down of the generating stations and 

forced outages are unplanned events and depend upon the operational exigencies. The 

projections for availability and PLF of the generating stations based on the actual 

generation during last 3 years will take care of forced outages and backing down to certain 

extent as the actual generation of last 3 years already includes the impact of forced outages 

and backing down in respective years. The Commission is of the view that the norm of 85% 

is ceiling norm and if a generating station is achieving better PLF than the normative PLF in 

previous years, the same may be considered for projection purposes. 

Generation Loss Due to Backing Down of Generating Stations 

32. The Consultant in its Report mentioned the actual net generation from GGSSTP generating 

station during FY 2012-13 as 8856 MU and the generation loss due to backing down of the 

station as 4.44%. 

33. PSPCL in its replies submitted that the actual net generation for GGSSTP for FY 2012-13 is 

printed as 8856 MU whereas it is 8399 MU and accordingly Generation Loss due to backing 

down for FY 2012-13 under Table-20 is 4.68% of net generation instead of 4.44% 

mentioned in report.  

34. The Consultant in its replies to the observation of PSPCL submitted that in absence of 

actual data for FY 2012-13, the net generation of 8856 MU from GGSSTP for FY 2012-13 

was taken from the formats of PSPCL's ARR Petition for FY 2013-14. As per the 

information received from PSPCL the backing down of PSPCL generating stations for FY 

2012-13 was around 393.13 MU. Accordingly, the backing down as percentage of net 

generation was computed to be 4.44%.  
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35. The Consultant in its Report mentioned that the total back-down at GHTP Station for FY 

2010-11 was 5.7%, for FY 2011-12 was 5.5% and for FY 2012-13 was 7.30%, as 

percentage of net generation.  

36. PSPCL submitted that the total back-down at GHTP was 4.45% during 2010-11, 4.77% 

during FY 2011-12 and 6.11% during FY 2012-13, instead of 5.7%, 5.5% and 7.30% as 

mentioned in the report.  

37. The Consultant submitted that as per information provided on September 24, 2013, the 

back-down loss of GHTP for FY 2010-11 was 358.68 MU and actual net generation for FY 

2010-11 as per the formats of PSPCL’s Tariff Petition for FY 2013-14 was 6281 MU. 

Accordingly, the back-down at GHTP was computed to be 5.7% of the net generation for 

FY 2010-11. Similarly, the back-down loss of GHTP for FY 2011-12 was 385.14 MU and 

actual net generation was 7022 MU. Accordingly, the total back-down at GHTP was 

computed to be 5.5% for FY 2011-12. Similarly, the back-down loss for GHTP for FY 2012-

13 was 492.07 MU and actual net generation was 6745 MU. Accordingly, the total back-

down at GHTP was computed to be 7.30% for FY 2012-13. 

38. The Commission agrees with the following recommendations of the Consultant for 

projecting the generation from PSPCL’s own generating stations and directs the PSPCL to 

consider these aspects:-  

i. The projections for availability and PLF of the State Generating Stations may be made 

considering the actual generation during last 3 years in addition to planned 

maintenance schedules. This kind of projection will help in reducing variations in the 

power purchase quantum from short term sources. 

ii. PSPCL needs to record the instances wherein it has to back down its own generating 

stations both thermal and hydro generating stations along with the duration for which 

such backing down was done with appropriate justification with regard to 

circumstances leading to such backing down of its own generating stations. Further, 

PSPCL should furnish daily report to the Commission for instances wherein the State 

Generating Stations were backed down with reasons leading to such backing down. 

iii. PSPCL should put on its website the details of station wise daily generation data from 

its own generating stations including hydro stations on a regular basis. 

ii) Power Purchase Quantum from Central Generating Stations 

39. The Consultant mentioned in the Report that there have been variations in the actual 

quantum of power procured from various sources vis-à-vis Commission approved quantum. 

The Consultant has pointed out that the Commission considers the average of the energy 
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purchased in last three years (barring the immediately preceding year), for assessing the 

energy availability from the generating sources for a given year. Whereas, in actual, there 

may have been issues not foreseen at the time of tariff determination that may have more 

than normal variations in actual generation affecting the power procurement. The 

Consultant in its Report carried out the detailed analaysis of variation in Quantum of power 

purchase and mentioned that the same is on higher side on account of the following 

reasons:- 

a. Change in actual availability and PLF vis-à-vis availability and PLF considered 

based on average of energy purchased during past years. 

b. Change in the actual entitlement/allocation to PSPCL in Central Generating 

Stations from the entitlement considered by the Commission. 

c. Variation in Scheduling 

d. Change in the actual Maintenance Schedules for the generating stations. 

e. Delay in Commissioning of the new generating stations. 

40. PSPCL submitted that not only are the above factors not within the discretionary control of 

PSPCL, these have caused hardships for PSPCL and the consumers of Punjab. 

41. The Consultant in its replies to the PSPCL observation submitted that PSPCL has also 

accepted that the variation in power purchase quantum has been reported due to factors as 

specified in the Report and at the same time has also stated that these factors are not 

within its discretionary control. However, some of the factors are within the control of the 

PSPCL and with proper planning, the variations in actual power purchase with respect to 

projected power purchase from various sources can be reduced. The Consultant pointed 

out that suggestions have already been made in the report for controlling the variation in 

power purchase quantum from Central Generating Stations. 

42. PSPCL in its replies to the Consultant mentioned that it has already initiated the process of 

improvement much before the publishing of this Report and that the steps go beyond the 

recommendations of the Consultant. 

43. During the hearing held on 18.09.2014, the Commission observed that PSPCL has 

submitted that it has already initiated the process of improvement before the report was 

even published. The Commission directed the PSPCL to submit the steps taken by it for the 

improvement of the power procurement process and results achieved. 

44. PSPCL in its replies submitted that vide its Work order no. 11 dated 02.01.2014, PSPCL 

has engaged M/s Mercados Energy Markets India Pvt. Ltd. as Consultant for implementing 
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energy/ load management and cost optimization system in order to bring in professional 

expertise in the area of demand forecasting so that after assuring quality supply of power to 

the consumers the surplus power can be handled in an effective manner to maximize the 

revenue. PSPCL submitted that as per the Work order dated 02.01.2014; M/s Mercados 

Energy Markets India Pvt. Ltd. shall forecast demand on Day Ahead & Short term basis 

using historical data with consideration of weather and other techno-economic parameters. 

45. PSPCL in its replies also submitted that an MOU with M/s Tata Power Trading Co. Ltd. has 

also been signed for sale of surplus power (both inter-state as well as intra-state) for a 

period of one year on behalf of PSPCL and roles to be carried out by Trader have been 

briefed as under:- 

• To sell & bank surplus power on behalf of PSPCL to different Utilities/Industrial 

consumers. 

• To ensure timely sharing of market information on all upcoming tenders/bilateral 

opportunities for procurement of power by utilities and other potential consumers. 

46. The Commission agrees with the recommendation of the Consultant that since the 

energy received by PSPCL during the last 3 years from Central Generating Stations 

also includes the impact of less scheduling of power at some instances due to merit 

order dispatch, the same should be analyzed while projecting the power purchase 

quantum for future years. The Commission directs PSPCL that the details of major 

outages due to Renovation & Modernization may be factored in while projecting the 

quantum of energy available from these stations.  

iii) Availability from New Generating Stations 

47. The Consultant in its Report mentioned that the power procurement plan submitted by 

PSPCL in its ARRs also includes estimated energy availability from new generating 

stations. However, the actual commissioning of various projects was delayed substantially, 

leading to lower procurement of power from these stations. This lead to wide variation in 

actual quantum of power purchase vis-à-vis approved quantum of power purchase. 

48. PSPCL submitted that beyond the above considerations, it should be allowed to maintain a 

reserve of up to 10%-12%. PSPCL submitted that this is also inconsonance with the 

Electricity Policy, where it is required that spinning reserves should be maintained. Such 

reserves would also help in meeting the requirements of the Deviation Settlement 

Mechanism which has been put into force by the Central Commission from February 17, 

2014. PSPCL submitted that it suspects that in the absence of this, the power purchase 

costs due to deviations would increase in the future. 
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49. The Commission agrees with the recommendations of the Consultant that PSPCL 

should consider the availability of power from the New Generating Stations on the 

basis of the actual current status of the project as well as the realistic date of 

Commercial Operation rather than considering the Scheduled date of Commercial 

Operation. PSPCL should directly ask the Generators about the likely Commercial 

Operation Date for new Generating stations and the same can be further cross-

checked with the information available with CEA on progress of new projects. This 

will allow PSPCL to plan for purchase of deficit power which if known before hand 

can be better planned through other sources. 

C. Power Purchase Cost  

50. The Consultant in its Report mentioned that the variation in actual power purchase cost with 

respect to the power purchase cost projected by PSPCL and that approved by the 

Commission in the Tariff Orders was due to the following reasons:  

i. In the Tariff Orders for FY 2010-11 and FY 2011- 12, the Fixed Cost of the central 

generating stations was approved by the Commission on the basis of the AFC 

approved for FY 2008-09 whereas the bills raised by the generating stations were on 

the basis of provisional/final tariff orders approved by CERC. 

ii. The variation in the variable cost of NTPC stations is on account of change in fuel 

cost and gross calorific value. 

iii. The power purchase cost of NPC stations was approved on the basis of the old tariff 

schedule. 

51. PSPCL submitted that the fixed cost and variable cost of central generating stations are 

due to changes in CERC regulations and  hence are beyond its control. The losses on 

account of the same cannot be attributed to PSPCL. PSPCL submitted that that report has 

commended PSPCL for following merit order dispatch and also for procuring electricity 

transparently through the process of competitive bidding and banking. PSPCL submitted 

that despite its best efforts and because of the factors recognized in the report and which 

are beyond its control, it had to purchase power through UI and through short term markets. 

PSPCL further submitted that it needs to be commended for making a sustained effort for 

moving from UI towards short term markets and thereby closely following the requirements 

of the Indian Electricity Grid Code. 

52. The Commission agrees with the recommendations of the Consultant in this regard as 

below:- 
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i. The variable charges of the power purchase from Central Generating Stations may be 

projected on the basis of the variable cost for last three or six months so as to capture 

the recent trend. PSPCL may consider the average of three months or six months 

actual variable charges to average out the impact of adjustments etc. 

ii. In case the Petition filed by any of Central Generating Stations is pending with CERC 

for approval of tariff based on new Regulations, PSPCL while projecting the power 

purchase cost should consider certain percentage of tariff increase sought by CGS on 

provisional basis while projecting the power purchase cost to avoid substantial 

variation in power purchase cost. 

Short Term Power Purchase and Financial Implication of Short Term Power Purchase 

53. The Consultant in its Report mentioned that there was a need to procure substantial 

amount of power through the short term route owing to the delay in the commissioning of 

new generating stations. PSPCL had to purchase power in the short term through 

traders/UI etc. at a comparatively high cost. In FY 2010-11, short term power purchase was 

made at a rate of around ₹ 5.55/kWh whereas the power purchase from the firm sources 

was at around ₹ 2.55/kWh. In FY 2011-12, short term power purchase was made at a rate 

of around ₹ 3.75/kWh whereas the power purchase from the firm sources was at around        

₹ 2.87/kWh. In FY 2012-13, short term power purchase was made at a rate of around           

₹ 3.96/kWh whereas the power purchase from the firm sources was at around ₹ 2.89/kWh. 

54. The Consultant in its Report has computed the financial implications due to delay in 

commissioning of new generating stations. The Consultant in its Report has computed the 

financial implications considering an idealistic scenario wherein if the new generating 

stations would have achieved commercial operation on time the requisite power would have 

been available from these stations. However, as the plants did not come online in time, 

PSPCL was forced to procure power through other sources such as short term, UI etc. at 

comparatively higher rates. As the power supply from new stations got delayed, the 

Consultant, in the absence of power purchase rate of those stations, considered the 

average rate of power purchase from firm sources. The financial implication as mentioned 

by the Consultant in its Report is as shown in Table below: 
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Table 1: Financial Implication on account of Short Term Power Purchase as mentioned in 
Report 

Financial 
Year 

Weighted Average 
Rate of Short Term 

Power Purchase 
(₹/kWh) 

Weighted Average 
Rate of Power 
Purchase from 
firm sources 

(₹/kWh) 

Total Short 
Term Power 

Purchase 
(MU) 

Increase 
in Rate  

(₹ / kWh) 

Financial 
Implication 
(₹ Crore) 

2010-11 5.55 2.55 2492.79 2.99 745.62 

2011-12 3.75 2.87 2613.20 0.88 229.62 

2012-13 3.96 2.89 4602.92 1.07 491.59 

  Total 1466.84 

55. PSPCL in its replies submitted that it was forced to procure power from other sources 

because of reduction in quantum available from Central Sector Generating Stations and low 

purchase from New Generating Stations. Low purchase from New Generating Stations was 

due to delay in commissioning and reduced generation during initial years. PSPCL 

submitted that the move to procure power from other sources (short term and UI) was a 

result of such factors, which were beyond its control. 

56. PSPCL in its replies differed with the computations made by the Consultant in its Report 

and submitted that the short term purchase replaces power from new generating stations 

and hence the weighted average rates of new power plants should have been assumed. 

PSPCL further submitted that the actual weighted average price of power from such New 

Generating Stations for FY 2010-11, FY 2011-12 and FY 2012-13 was ₹ 5.0108/kWh,         

₹ 5.3902/kWh and ₹ 3.9836/kWh respectively. PSPCL in its replies has submitted that at 

these rates and the quantum assumed in the report, the financial impact works out as 

shown in Table below:- 

Table 2: Financial Implication on account of Short Term Power Purchase as submitted by 
PSPCL in its Replies 

Financial 
Year 

Weighted 
Average Rate of 

Short Term Power 
Purchase (₹/kWh) 

Weighted 
Average Rate of 
Power Purchase 
from New Plants 

only (₹/kWh) 

Total Short 
Term 

Power 
Purchase 

(MU) 

Increase 
in Rate 
(₹/ kWh) 

Financial 
Implication 
(₹ Crore) 

2010-11 5.55 5.01 2492.79 0.54 134.41 

2011-12 3.75 5.39 2613.20 -1.64 -428.61 

2012-13 3.96 3.98 4602.92 -0.02 -10.85 

  Total -305.05 

57. PSPCL in its replies submitted that due to delay in commissioning of new generating 

stations, the loss to PSPCL in FY 2010-11 would be ₹ 134.41 Crore as against loss of             

₹ 745.62 Crore as indicated in the report, the profit to PSPCL in FY 2011-12 would be        

₹ 428.61 Crore as against a loss of ₹ 229.62 Crore indicated in the report and the profit to 
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PSPCL in FY 2012-13 would be ₹ 10.85 Crore as against a loss of ₹ 491.59 Crore as 

indicated in the report. PSPCL submitted that therefore purchase of power from short term 

markets as against from new generating stations has resulted in a benefit of ₹ 305.05 Crore 

as against a loss of ₹ 1466.83 Crore indicated in the report.   

58. The Consultant in reply to the PSPCL observations submitted that in absence of actual cost 

of generation for new generating stations, the actual rates of power purchase from firm 

sources were considered for computations of the financial implication on account of short 

term power purchase. Further, the financial implication computed is idealistic as it has been 

compared with long term power purchase rate. The Consultant submitted that basic 

purpose of computing the financial implication of over projection from new generating 

stations was to highlight the issue with the objective to improve the power purchase 

planning. In the computation of financial implication based on average power purchase rate 

for new stations by PSPCL, for stations that did not get commissioned in the particular year 

for which financial implication is computed, PSPCL has considered the rate of power 

purchase from that source in the following year which may not be the correct approach as 

the power purchase rate for subsequent year will be on higher side due to increase in fuel 

prices. The basic objective of computing this financial implication was to improve the power 

procurement planning by considering more realistic assumptions based on ground realities.   

59. The Consultant in its replies mentioned that PSPCL in its replies has submitted that the 

impact should be computed on the basis of average rate of power purchase for new 

generating stations. The Consultant in its replies submitted that even if the financial 

implication is to be computed based on average power purchase rate for new generating 

stations as suggested by PSPCL, the computations given by PSPCL need to be corrected 

for the following aspects: 

a. PSPCL, for stations that did not get commissioned in the particular year for which 

financial implication is computed, has considered the rate of power purchase 

from that source in the following year which may not be the correct approach as 

the power purchase rate for subsequent year will be on higher side due to 

increase in fuel prices. 

b. PSPCL considered the weighted average rate for Pragati III Bawana Gas Power 

Plant for FY 2010-11 as ₹ 9.5838 per kWh for 827 MU. As per the tariff formats 

of PSPCL’s ARR and Tariff Petition for FY 2013-14, there has been no power 

purchase from this plant during FY 2010-11 and it seems that PSPCL has 

considered the weighted average rate of FY 2011-12 for FY 2010-11. 
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c. As per the formats of PSPCL’s ARR and Tariff Petition for FY 2013-14, the Fixed 

Charges and Variable Charges for the actual purchase of 8.89 MU from Pragati-

III Bawana Gas plant for FY 2011-12 works out to be ₹ 5.21 per kWh and ₹ 4.38 

per kWh respectively. However, PSPCL considered the same Fixed Charges and 

Variable Charges for projected purchase of 827 MU for FY 2010-11 and 840.46 

MU for FY 2011-12 which is not correct approach. The fixed charges per unit are 

considerably higher as quantum of power purchase was less. If PSPCL would 

have procured 827 MU from this station, the average fixed charges would have 

been substantially lower. 

60. The Consultant in its replies has also provided the revised computations for the financial 

implication on account of short term power purchase based on the methodology suggested 

by PSPCL for computing impact as shown in Table below:- 

Table 3: Revised Financial Implications on account of Short Term Power Purchase as 
submitted by the Consultant in its Replies 

Financial 
Year 

Weighted 
Average Rate of 

Short Term 
Power Purchase 

(₹/kWh) 

Weighted 
Average Rate of 
Power Purchase 
from New Plants 

only (₹/kWh) 

Total Short 
Term Power 

Purchase  
(MU) 

Increase in 
Rate  

(₹ / kWh) 

Financial 
Implication  
(₹ Crore) 

2010-11 5.55 3.58 2492.79 1.97 491.34 

2011-12 3.75 4.13 2613.20 -0.38 -99.41 

2012-13 3.96 3.40 4602.92 0.56 259.50 

  Total 651.43 

61. PSPCL further submitted that in case of Bawana Gas power plant, non-availability of Gas 

was an exigency for the power plant. PSPCL had to pay fixed charges in accordance with 

the Tariff Regulations 2009 of CERC, even when PSPCL did not draw any power. PSPCL 

further submitted that the treatment of such exigencies has been mentioned by the 

Commission in its Tariff Order of FY 2012-13: 

“However, if in case of any exigency, PSPCL has to go in for short term purchase of 

power through traders, then it should be done in a judicious manner. For the purpose of 

approving the rate for short term purchase, the Commission has analyzed the monthly 

reports on short term transactions of electricity published by Market Monitoring Cell 

(MMC) of CERC. Based on such monthly Reports, the Commission has worked out the 

weighted average price of short term bilateral transactions for the period from April 2011 

to February 2012 as 417 paisa per unit, which the Commission considers to be 

reasonably realistic for short term power purchase”. 

62. PSPCL in its replies submitted that the Commission in its Tariff Orders for FY 2010-11, FY 

2011-12 and FY 2012-13 has specified the rate of short term power purchase as ₹ 
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4.27/kWh, ₹ 4.85/kWh and ₹ 4.17/kWh respectively whereas it has procured short term 

power at rates of ₹ 5.55/kWh, ₹ 3.75/kWh and ₹ 3.96/kWh. PSPCL also submitted that for 

FY 2011-12 and FY 2012-13, the prudence of PSPCL in short term power purchase has led 

to a benefit of ₹ 65 Crore, whereas in FY 2010-11 it has incurred an impact of ₹ 319 Crore. 

63. The Commission observed that PSPCL in its first set of observations had worked out the 

financial implication by considering the average rate of new stations which were likely to be 

commissioned, but when the Consultant pointed out errors in the PSPCL computations, 

PSPCL changed its stand and computed the financial implication on the basis of short term 

power purchase rates.  

64. There is no denial of the fact that PSPCL had to procure substantial amount of power 

through the short term route owing to the delay in the commissioning of new generating 

stations which has resulted into an increased power purchase cost. If PSPCL would have 

carried out due diligence while projecting the power availability from new stations based on 

the likely COD of the new power stations while submitting its ARR,  PSPCL could have 

explored other options of procuring this power either with increased allocations from 

existing stations in which it has got share or through medium term competitive bidding.  

65. The methodology considered by the Consultant for computing the financial impact is in 

idealistic scenario, when the power which was to be supplied from new generating stations, 

but could not be supplied due to delay in commissioning, would have been available from 

other firm sources.  

66. At the same time, the methodology considered by PSPCL in its original submissions for 

computing the impact is not correct due to reasons as pointed by the Consultant and as 

discussed above. PSPCL in its revised submissions has computed the impact by 

considering the ceiling rate of short term power purchase approved by the Commission  

and submitted that during the two years FY 2011-12 and FY 2012-13, there is a gain to 

PSPCL as actual short term rate was lower than the ceiling specified by the Commission. 

The Commission is of the view that the rate approved by the Commission in its Tariff 

Orders for short term is the ceiling rate and if the actual rate is lower than the ceiling that 

does not implies that it is a gain or savings for PSPCL.  

67. The Commission has dealt with the financial implications on account of short term power 

purchase, banking and UI together in subsequent sections of this Order. 

68. PSPCL also submitted that it has been assumed that the short term power purchase 

replaces the entire power that would have been procured from New Generating Stations if 

the power from these generating stations would have been available. PSPCL submitted that 

this is incorrect because while the new generating units would have supplied over the entire 
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year, the short term power is purchased for a block of three-six months based on Medium 

/short term reassessment of power supply position.  

69. The Consultant in its replies submitted that PSPCL has already established provisions for 

banking of surplus power and has been successfully executing banking agreements to 

manage supply. Therefore, the power that would have been generated from new generating 

stations could have been banked during low demand and availed during peak period. This 

would have reduced the need for short term power purchase to a considerable extent. 

70. PSPCL in its replies submitted that it has been accepted that delay in commissioning of 

New Generating Stations is beyond the Control of PSPCL, then how could PSPCL bank 

this power. 

71. The Commission agrees with the reply of the Consultant that PSPCL has already 

established provisions for banking of surplus power and has been successfully executing 

banking agreements to manage supply. Therefore, had PSPCL not required this power 

throughout the year, it could have banked the power during periods of surplus power 

availability as per its practice. This would have reduced the need for short term power 

purchase to a considerable extent. 

Demand fluctuation on account of shifting of large consumers from PSPCL to Open 

Access and its impact on Short Term Power Purchase  

72. The Consultant in its Report mentioned that one of the reasons for short term power 

purchase in FY 2012-13 was on account of frequent shifting of open access consumers. 

The tariff structure followed in the State of Punjab is Single Part Tariff. Most of the states 

have already adopted the Two Part Tariff which involves separate fixed and variable cost 

for the consumers. The Commission in its Tariff Order for FY 2013-14 has directed PSPCL 

to conduct mock trial/parallel run of the proposed Two Part Tariff.  

73. PSPCL submitted that in FY 2012-13, the open access consumers shifted back to the grid 

and the open access consumption reduced as compared to FY 2011-12. While the same is 

in the interest of competition, it has a negative impact on grid management. Such Open 

Access customers move “in” and “out” of the state network based on the extent of the 

satisfaction of their needs from the power exchanges, thus suddenly increasing or reducing 

the requirements of power purchase from organized markets. PSPCL submitted that the 

year 2012-13 was an exceptionally dry year and therefore, the reliance on exchange and UI 

increased to 33%. 

74. The Commission during the hearing held on 18.09.2014 asked PSPCL to submit the month-

wise total quantum of power procured from other sources under open access by open 
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access consumers. PSPCL in its replies has submitted the requisite information as shown 

in Table below: 

Table 4: Month-wise total quantum of power procured from other sources under open 
access by open access consumers as submitted by PSPCL 

Month 
FY 2010-11 

(MU) 

FY 2011-12 

(MU) 

FY 2012-13 

(MU) 

April 3 350 361 

May 29 400 91 

June 77 411 21 

July 121 302 48 

August 145 297 111 

September 221 315 323 

October 260 70 55 

November 327 81 119 

December 386 138 132 

January 348 242 183 

February 270 273 251 

March 326 380 0 

Total 2513 3261 1693 

75. The Commission observed that the argument presented by PSPCL with respect to 

movement of shifting of Open Access consumers is appropriate and that one of the reasons 

for short term power purchase is on account of frequent shifting of open access consumers. 

76. PSPCL submitted that the rates of fixed and variable charges have been proposed for the 

introduction of Two Part Tariff for LS Industrial Category based on the results of the mock 

trial and in addition to these rates, recommended the following suggestions to be included 

in the Two Part Tariff: 

a) All consumers (except DS, NRS, Street Lighting and AP/AP High Tech) having 

monthly utilization factor above 40% should be levied an additional charge of 10 

paise/unit on their consumption beyond 40% utilization factor. Further, additional 

surcharge of 10 paise/unit should be levied on their consumption beyond 60% 

utilization factor. 

b) PIU/ Arc Furnace consumers should be levied surcharge @ 10 paise/unit in addition 

to other charges. 

c) Demand surcharge for exceeding the sanctioned contract demand should be charged  

@₹750/kVA as currently applicable. 
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d) Non linear load surcharge of 10 paise /unit should be levied on non-linear load like 

Railway Traction on account of nature of load encountered in this category. 

e) Continuous Process industry should be charged 10 paise/unit on pro-rata basis as 

here-to-fore. 

f) In Two Part Tariff, both Fixed & Energy Charges should comprise SOP, since ED is 

charged on SOP. 

77. PSPCL further submitted that as per its proposal, all the consumers will have to pay the 

fixed charges according to their sanctioned load/ contract demand in addition to energy 

charges. PSPCL submitted that the proposal has been submitted to the PSERC and the 

comments/objections of the consumers have been invited and the final call in this regard is 

to be taken by the Hon’ble commission. 

78. The Commission agrees with the recommendation of the Consultant that demand 

fluctuations due to frequent shifting of open access consumers make it difficult to project 

power purchase requirement. As regards the provision of Two Part Tariff, the Commission 

agrees with the recommendation mentioned by the Consultant and reiterates that the 

Commission is in process of allowing Two Tart Tariff structure and has already directed 

PSPCL in the Tariff Order for FY 2014-15 to submit the revised proposal for introducing 

Two Part Tariff in the State. 

79. The direction given by the Commission in tariff order for FY 2014-15 dated 22.08.2014 with 

respect to Two Part Tariff is reproduced below: 

“The Commission notes that there is considerable opposition from various 

categories of consumes for introduction of Two Part Tariff in the State. The various 

objectors have submitted their apprehensions and there is general fear in the minds 

of consumers that their bill amount will increase if the Two Part Tariff proposal 

submitted by PSPCL is introduced in the present form. PSPCL has tried to allay the 

apprehensions of the objectors in its reply to the objections raised by the various 

objectors. During the public hearing also, there was considerable opposition from 

the various categories of consumers. On examination of the proposal submitted by 

PSPCL, the Commission has also observed that the proposal will affect the majority 

of the consumers adversely, particularly the consumers having low consumption. 

There is a need for consensus building amongst various stakeholders before 

introduction of Two Part Tariff in the State. The Commission, therefore, directs 

PSPCL to re-examine the issues/objections raised by the consumers/consumer 

associations and even should discuss with the various categories of 

consumers/consumer associations, the issues raised by them, and thereafter 
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resubmit the Two Part Tariff proposal, after addressing the concerns of the majority 

of the consumers/consumer associations.” 

Methodology for Short Term Power Procurement 

80. The Consultant in its Report mentioned that for short term power purchase, PSPCL follows 

the Competitive Bidding Mechanism, wherein first of all, PSPCL makes an estimation of the 

shortfall in demand and supply of electricity after considering availability from all the other 

sources. Thereafter, PSPCL generally projects 80% of this shortfall to be procured under 

the short term power purchase route and submits its application to the Short Term Power 

Purchase Committee (STPP) which approves a certain amount of power to be procured 

under the said route of short term power purchase.  

81. The Consultant mentioned in its Report that the Competitive Bidding Process is then 

adopted to procure the approved quantum of power under short term. The Consultant 

submitted that the bid evaluation reports submitted by PSPCL for procurement of power on 

short term basis were analysed and it was observed that on an average 20-30 bids were 

received for every month (June to October) for short term power purchase in each of the 

three Financial Years, i.e. FY 2010-11, 2011-12 and FY 2012-13.  

82. The Consultant mentioned in its Report that based on the analysis, it is observed that 

PSPCL has made short term power purchase agreements with the bidders providing power 

at the lowest rates at the Punjab Periphery. The Consultant mentioned that after detailed 

analysis of the tender specifications, bid evaluation reports and agreements signed by 

PSPCL, it appears that competitive bidding process has been adopted for procuring power 

on short term basis. 

Reactive Energy Charges 

83. The Consultant in its Report mentioned that the PSPCL paid reactive energy charges into 

the pool during the months of June to September i.e., during the paddy period. The higher 

reactive energy need during the period was due to high agricultural load owing to the 

irrigation needs of paddy. The Consultant in its Report also mentioned that reactive energy 

compensation measures taken by PSTCL as mentioned in Annual Report of SLDC, Punjab 

are as follows: 

Financial Year Capacity Installed 
(MVARs) 

2010-11 272 

2011-12 538 
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84. PSPCL submitted the details of 11KV Shunt Capacitors installed at 33/66 KV Sub-Stations 

during FY 2010-11, FY 2011-12 and FY 2012-13 as shown in Table below: 

S. No. Year Nos. Per Unit Capacity 

(in MVAR) 

Total MVAR 

Added 

1. 2010-11 27 1.361 36.747 

2. 2011-12 15 1.361 20.415 

3. 2012-13 45 1.361 61.245 

Procurement of Power from RLNG and liquid fired plants 

85. The Consultant in its Report mentioned that the State of Punjab continues to face acute 

power deficit situation and in order to meet its requirement, PSPCL has procured costly 

power from NTPC’s RLNG and liquid fired stations. It was also observed that RLNG and 

Liquid fuel power are not scheduled /requisitioned normally. However, if the plant is running 

on its minimum technical parameters, as per NRLDC instructions, in rare cases full share is 

to be requisitioned. 

86. PSPCL submitted that drawal from RLNG / Liquid Fuel based power plants is beyond the 

discretionary control of PSPCL and hence, the increase in costs is only due to the decisions 

of NRLDC pertaining to operation of these power plants at their technical minimum. 

87. It has been concluded that during deficit/power shortage, PSPCL has been procuring power 

from RLNG based stations and liquid fuel stations which in the recent years have been 

expensive with variable charges in excess of ₹ 8.00/kWh. The Commission recognized that 

though at times PSPCL has to purchase this power on the directions of load despatch 

centre, however, apart from such instances, PSPCL is directed to consider procurement of 

power through exchanges as cheaper options may be available from the exchanges. 

UI Overdrawal/Underdrawl 

88. The Consultant in its Report mentioned that for FY 2010-11 and FY 2012-13, PSPCL has 

been overdrawing in most of months indicating an acute demand-supply gap during these 

years. For FY 2011-12, PSPCL has received UI charges from the UI pool indicating under-

drawal of power under UI. 

89. PSPCL submitted that it has not been regularly over drawing and as an illustration, 

provided the detail of time-blocks between September 1, 2011 to October 2, 2011, wherein 

the over-drawal during September 2011 was only for 15% of the time blocks when 

frequency was below 49.9 Hz and 22% over all. PSPCL submitted that it may be observed 

that even during the same time blocks on consecutive days, there is a considerable 

variation in the schedule of Central Sector Generators, which was sometimes due to 
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varying demand in the State and at other times due to unavailability / reduced declared 

capability of the ISGS power plants. 

90. The Commission agrees with the recommendation of the Consultant that for days 

wherein additional UI is paid by PSPCL, the same is to be documented with 

appropriate justification with circumstances leading to such over-drawal. 

UI (Sale/Purchase)  

91. The Consultant in its Report mentioned that PSPCL had to pay ₹ 507.54 Crore for FY 2010-

11 and ₹ 284.09 Crore for FY 2012-13 on account of UI, whereas it received UI of ₹ 48.98 

Crore in FY 2011-12. Thus, the overall amount spent on account of UI is ₹ 742.65 Crore for 

FY 2010-11 to FY 2012-13. 

92. PSPCL submitted that: 

 Various power procurement plans and demand were independently assessed by the 

Hon’ble Commission in the Tariff Orders for the various years analyzed in the report. 

 The Commission has also appreciated that PSPCL has a sound process of Short 

Term Electricity Procurement. UI happens in the real time.  

 PSPCL has been making best efforts to reduce reliance on UI. 

93. In addition, PSPCL submitted the following justifications: 

 The power procurement planning by PSPCL, with the guidance of the Commission 

received through the Tariff orders, involved supply from New Generating Stations. 

However, some of the new generating stations got delayed.  

 PSPCL submitted the data for September 2011 and stated that over-drawal 

exceeded 150 MW in only 336 of the 3072 blocks (< 11%). Even this was also 

largely due to reduced generation from Central Sector and delayed commissioning of 

New Generating Stations.  

 The Commission had attributed higher level of generation to state owned power 

plants such as Bhatinda, despite the power plant operating at lower PLF over the 

past years. While the R&M of the power plant was done, because of the age of the 

plant, a sudden increase in PLF should not have been ideally expected. 

 The consultants to the Commission have pointed out the need for improvement in 

power procurement planning. This is well appreciated and that M/s AF- Mercados 

EMI was selected as the consultant through the process of competitive bidding to 



26 
 

develop models for optimal power procurement and sale. The models being 

developed by them are expected to go live by September 2014. 

94. PSPCL submitted that the “burden” indicated in the report is not correct. If PSPCL were to 

get all the power from New Generating Stations at a rate of ₹  4.77/kWh in FY 2010-11 and 

₹ 3.94/ kWh in FY 2012-13 instead of through UI (where the average UI rate for FY 2010-11 

works out to ₹ 5.38/kWh and average UI rate for FY 2012-13 works out to ₹ 3.49/kWh), 

then given the volumes considered in the report, the loss to PSPCL from buying under the 

UI mechanism is ₹ 57.70 Crore in FY 2010-11 and a profit of ₹ 36.37 Crore in FY 2012-13. 

This aggregates to a total loss of ₹ 21.33 Crore from FY 2010-11 to FY 2012-13 due to 

purchase in UI. 

95. The Consultant mentioned that the amount of ₹ 742.65 Crore paid by PSPCL on account of 

UI is the amount that is paid to the UI pool and is not an indication of burden/loss to be 

accounted and the same is no where mentioned in the report. PSPCL has procured power 

through UI on account of number of factors like shortage of power from firm sources, 

banking of power, delay in commissioning of new generating stations, increase in open 

access consumption etc. Hence, it will not be appropriate to consider the entire over-drawal 

on account of UI solely due to delay in commissioning of new generating stations.  

96. The Consultant mentioned in its Report as well as in its replies that PSPCL had to procure 

substantial amount of power through the short term route owing to the delay in the 

commissioning of new generating stations that was not in control of PSPCL and which has 

also resulted into an increased power purchase cost.  

97. The Commission observed that PSPCL in its replies submitted that it has already appointed 

Consultant to develop models for optimal power procurement and sale and the models 

being developed by them are expected to go live by September 2014. The Commission 

directs PSPCL to submit the model developed by the Consultant for optimal power 

procurement and sale of power within 30 days from the date of this Order.  

Additional UI 

98. The Consultant in its Report mentioned that CERC (Unscheduled Interchange charges and 

related matters) Regulations, 2009 which came into force on 1st April 2009 specified 

additional UI charges to be paid as penalty for over-drawal for frequency below 49.2 Hz at 

the rate equivalent to 40% of the UI Rate corresponding to frequency of 49.2 Hz and for 

frequency below 49.5 Hz and up to 49.2 Hz, additional UI charges can be imposed by the 

Commission if considered necessary. These Regulations were amended, wherein it 

imposed additional UI charges when grid frequency is below 49.5 Hz with rates being 
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equivalent to 100% of the UI Charge of 870.0 Paise/kWh corresponding to the grid 

frequency of below 49.5 Hz. 

99. The Consultant in its Report mentioned that PSPCL had to pay ₹ 63.52 Crore in FY 2010-

11, ₹ 23.56 Crore in FY 2011-12 and ₹ 23.63 Crore in FY 2012-13 on account of additional 

UI with total financial impact of ₹ 110.71 Crore for FY 2010-11 to FY 2012-13. 

100. PSPCL submitted that the volumes purchased under Additional UI are inadvertent 

requirements under grid operation. The frequency profile has improved in the NEW grid. In 

FY 2011-12, the percentage of time for which frequency was below 49.2 Hz was 8% and in 

FY 2012-13 it was 0%. Frequency was in the range of 49.5 Hz and 50.2 Hz. for 89% in FY 

2011-12 and 87% in FY 2012-13. The number of blocks during which additional UI is 

applicable have declined considerably and UI happens during such times because of the 

lag in issuance of instruction from RLDC and their implementation in the field. PSPCL 

requested that the Commission should allow to run the generating units with a certain 

reserve margin so that they can be called upon to serve the state when such a contingency 

happens. 

101. The Commission noted that till FY 2012-13, there was power deficit situation in the State 

of Punjab and based on sources of power available, PSPCL was not able to meet the 

demand. The Commission agrees with the reply of the Consultant that with the likely 

change in demand supply position for the State of Punjab, the concept of spinning reserve 

needs to be examined in detail by PSPCL based on demand projections and supply 

projections from various sources. 

Energy Banking Arrangements 

102. The Consultant in its Report mentioned that PSPCL has been procuring power through 

banking arrangements from June to October whereas it is exporting power for the rest of 

the year. However, as seen in the month of April and May for FY 2010-11, the State was 

drawing power from the pool at low frequencies and the situation got aggravated due to 

banking commitments which suggests improvement in planning process. 

103. PSPCL submitted that the report has related banking of power with Unscheduled 

Interchange. PSPCL submitted that it needs to be understood that while Unscheduled 

Interchange is a spot decision, banking decisions are taken at least three months ahead of 

schedule to meet a ‘certain’ demand. PSPCL submitted that the banking arrangements are 

required to be entered in advance to ensure certainty and reduce the risk of non-clearance 

of such trades on account of transmission congestion. The banking arrangements are 

contingent not only on the needs of Punjab but also the requirements of the banking 

partner. PSPCL further submitted that it may not be prudent to relate UI with banking 

because: 
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 UI (and hence frequency) cannot be predicted three months in advance; 

 Even weather conditions change and cannot be reliably predicted even on a  day 

ahead, let alone month ahead basis; 

 Further, where ever PSPCL was aware of the impending changes in demand, 

arrangements for procurement of short term power have been made. 

 To reiterate, even the short term power purchase arrangements were resorted to 

because of the reduction in central sector generation, delay in commissioning of new 

generating stations and higher than normal approval of state owned generation by 

PSERC. 

104. PSPCL further submitted that the demand in March/April/May is not always predictable 

and varies considerably. 

105. The Consultant in its observations to PSPCL’s comments submitted that banking 

decisions are taken at least three months ahead of schedule to meet a ‘certain’ demand 

and the UI (and hence frequency) cannot be predicted three months in advance. However, 

the demand during a particular month can be projected three months in advance, when the 

banking transaction is being entered and if in a particular month, there has been 

consistently high demand and power shortage during previous years, the same could have 

been considered while finalising the banking arrangements.  

106. During the hearing held on 18.09.2014, the Commission asked PSPCL to submit the 

qualitative analysis along with justification of the time of entering into banking arrangements 

for the months of April 2010 and May 2010. 

107. PSPCL in its replies has submitted that it has tied up following powers under banking for 

the months of April-2010 & May-2010: 

Table 5: Banking Arrangements for FY 2010-11 as submitted by PSPCL 

S. No. Source Trader Period Duration Quantum 

1 TNEB PTC 
April-10 to 
May-10 

0000-2400 (RTC) 100MW 

2 Gridco PTC 
April-10 to 
May-10 

0000-2400 (RTC) 100MW 

3 WBSEDCL Tata April-10 
0000-0600 2200-2400 
(RTC) 

100MW 

4 Gridco NVVNL 
March-10 to 
May-10 

0000-2400 (RTC) 100-150 MW 

5 WBSEDCL NVVNL 
March-10 to 
April-10 

0000-2400 & 0000-
1700 2300-2400 

100-150 MW 
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108. PSPCL in its replies submitted that above arrangements were tied up in the month of 

March, 2010 as per the past experience. PSPCL submitted that generally agriculture 

demand reduces to minimum during the period 15th March to 31st May and in this period; 

hydro generation also starts increasing gradually. Therefore, it being a lenient demand 

period, supply of power under banking was planned accordingly. 

109.  During the hearing held on 18.09.2014, the Commission asked PSPCL to submit the 

month-wise un-restricted demand and demand met for FY 2005-06 to FY 2012-13. PSPCL 

in its replies has submitted the month-wise un-restricted demand and demand met for FY 

2005-06 to FY 2012-13. 

110. The Consultant analysed the data submitted by PSPCL as per the month-wise un-

restricted demand and demand met for FY 2005-06 to FY 2012-13. The monthly demand 

met as percentage of the total demand met for FY 2005-06 to FY 2012-13 is as shown in 

Table below: 

Table 6: Monthly Demand Met as Percentage of Total Demand Met as submitted by 
Consultant in its Replies 

Month 
FY 

2005-06 
FY 

2006-07 
FY 

2007-08 
FY 

2008-09 
FY 

2009-10 
FY 

2010-11 
FY 

2011-12 
FY 

2012-13 

April 7% 6% 7% 6% 7% 7% 6% 7% 

May 8% 9% 9% 8% 9% 9% 9% 9% 

June 11% 11% 11% 10% 10% 10% 10% 11% 

July 11% 11% 12% 12% 12% 11% 13% 13% 

August 11% 11% 12% 12% 11% 12% 12% 12% 

September 9% 10% 10% 10% 9% 10% 10% 10% 

October 8% 8% 8% 8% 8% 8% 8% 8% 

November 7% 7% 6% 6% 6% 6% 6% 6% 

December 7% 7% 6% 7% 7% 7% 6% 6% 

January 7% 8% 6% 7% 6% 7% 6% 6% 

February 7% 6% 6% 6% 6% 6% 7% 5% 

March 7% 7% 7% 8% 8% 8% 7% 7% 

111. In view of the above analysis, the Consultant in its replies submitted that during the 

months of April, 2010 and May, 2010, the demand met remained almost similar to what has 

been in previous years and there was no sudden increase in demand in the State during 

April, 2010 and May, 2010. 

112. The Consultant in its replies submitted that there was no sudden increase in the demand 

met in the State in April and May 2010 and therefore the demand for the State could have 

been projected with fair amount of accuracy for these months. As per the banking 
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arrangements, around 400 MW of power was exported in the month of April 2010 and 

around 300 MW power was exported for the month of May 2010. It is to be noted that 

banking agreements for some of these arrangements were signed in February 2010.  

113. The net power banked in April 2010 was 187 MU. Thus, in case PSPCL would have 

prudently managed its banking arrangements, over-drawal under UI would have reduced 

considerably. It is also a well known fact that the demand during summer months (April and 

May, the months discussed in the report) in most of the States is very high except hilly 

States and hence the UI rates in previous years during these months were also high. The 

loss computed on account of banking is on the premise that the over-drawal under UI was 

made in the months of April and May (peak summer) to meet the banking obligations made 

around 2 months back particularly for the months in which the demand have been higher in 

previous years and hence banking of power could have been avoided in these months.  

114. The Commission directs PSPCL to undertake prudent planning while entering into 

banking arrangements. 

Trading Margin with respect to Energy Banking 

115. The Consultant in its Report mentioned that most of the banking agreements have been 

signed through intermediary traders, who receive the trading margin of 3 paise/kWh. 

116. PSPCL submitted that the selection of banking partners takes place through the process 

where Expression of Interest is called from potential trading partners. PSPCL does not 

distinguish between traders or end use partners. The banking arrangements are entered 

into with partners who meet the conditions in terms of quantum & duration of expected 

receipt of power and quantum & duration of expected return of power. PSPCL submitted 

that the assertion that costs could have been saved through direct negotiations with the end 

users directly is not based on practical considerations.  

117. PSPCL submitted that the institution of power traders has been created by the Hon’ble 

CERC with the purpose of enabling trade between remote entities who may be oblivious to 

each other’s requirements. In such a condition, traders play an important role and charge a 

fee for their services, which too has been approved by the Hon’ble CERC. PSPCL 

submitted that where ever PSPCL knows the requirement of various states, it banks directly 

with such states, e.g., Madhya Pradesh, Maharashtra. 

118. The Commission is of the view that the trading margin which is paid for banking 

agreements signed through intermediary traders can be avoided through direct 

banking as PSPCL has the requisite expertise to carry out the same and hence it will 

be preferable that PSPCL enters into the banking arrangements directly, until it is 

absolutely essential to have involvement of trading company. 
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Loss Accounting on account of Banking 

119. The Consultant in its Report estimated total financial implication on account of mis-

management in the banking schedules to be approximately ₹ 104.07 Crore for FY 2010-11 

to FY 2012-13.  

120. PSPCL submitted that the losses computed on account of banking are based on a faulty 

premise and has justified the same as follows: 

 It has been presumed that PSPCL could have procured power from alternative sources 

instead of through Unscheduled Interchange. This is misconceived because the price 

of procurement through alternatives (Power Exchange) would have increased had 

Punjab gone into the market with this demand. Further, in April 2010, the average 

monthly price on the IEX for N3 was ₹ 7.843/ kWh and for May 2010 it was ₹ 

4.556/kWh. The weighted average sale price for electricity transacted through traders 

in April 2010 was ₹ 5.74/kWh, and in May it was ₹ 6.17/kWh. The prices under UI were 

lower than these prices. 

 Moreover, the quantum of Banking is much more than the quantum over drawn through 

UI. For over-drawals in UI during periods which correspond to sale of power through 

banking, the UI quantum was lower than banking quantum. Therefore, PSPCL actually 

did well to dispose that power instead of having to pay for the fixed charges and not 

use the same. For UI over-drawals during periods which correspond to purchase 

through banking, here the quantum was much lower and intermittent and reflects the 

need for more flexible and peaking power in the State of Punjab. 

 Banking arrangements are made months in advance. Power Procurement Planning, 

globally is a multi-period process, where the conjectures of the previous period get 

corrected as real time of delivery approaches. The banking arrangements for returning 

power from a state where Punjab has procured electricity depend on when that state 

wants electricity back and these decisions are made well in advance. While over-

drawls were high in April 2010, the same however reduced in April months from next 

year which have been analyzed. 

121. The net financial impact on account of banking arrangements has been computed by the 

Consultant by considering the net UI Rate for the month and average power purchase from 

other sources of the respective year. The Commission observes that PSPCL is correct in 

stating that the prices in Power Exchanges would have soared in case PSPCL started 

procuring the power through Power Exchanges to meet its banking obligations. However, 

this does not justify PSPCL’s stand of taking recourse to over-drawal from the grid. A more 

prudent approach would be proper demand estimation and planning in the execution of 
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banking agreements. The Commission is of the view that improper planning of banking 

agreements aggravated the problem of over-drawal from the grid and thus the statement by 

PSPCL that quantum of banking is more than the over-drawal through UI is inappropriate. 

The Commission appreciates that PSPCL has reduced its over-drawal from the grid from 

FY 2011-12. 

Overall Financial Impact of Short Term Power Purchase/UI and Banking 

122. The Commission is of the view considering all the aspects discussed above in the report, 

if the actual financial implications have to be determined on account of increase in power 

purchase cost due to delay in supply of power from new generating stations, UI Over-

drawal and due to banking transactions, it has to be computed by comparing the actual 

weighted average price of short term power purchase for FY 2010-11, FY 2011-12 and FY 

2012-13 with the ceiling rates approved by the Commission in respective Tariff Orders. 

Accordingly, the financial implications for FY 2010-11 has been worked out as under: 

Table 7:  Financial Impact of Short Term Power Purchase/UI and Banking 

Ceiling Rate 
of  Short 

Term Power 
Purchase 

Approved by 
the 

Commission 
(₹/kWh) 

Actual 
Rate of  
Short 
Term 

Power 
Purchase 
including 

UI  
(₹/kWh) 

Total 
Quantum of 
Short Term 

Power 
Purchase 

including UI 

Disallowance  
(Actual – 

Ceiling Rate) 
(₹ / kWh) 

Total 
Financial 
Impact  

(₹ Crore) 

4.27 5.55 3433.51 1.28 439.04 

123. PSPCL has shown power purchase of 2031 MU [2613 through traders (short term) and 

(-) 582 MU through UI] at an average rate of 457 paise per unit during FY 2011-12, which is 

within the ceiling rate of 485 paise per unit fixed for FY 2011-12 by the Commission for FY 

2011-12. Therefore, there is no financial implication on account of short term power 

purchase for FY 2011-12. Similarly, for FY 2012-13, the actual rate for short term power 

purchase and UI as submitted by PSPCL is 396 paise/kWh which is within the ceiling rate 

of 417 paise/kWh fixed by the Commission for FY 2012-13 in Tariff Order for FY 2012-13. 

However, the financial implication on account of short term power purchase for FY 2012-13 

shall be determined by the Commission at the time of True-up for FY 2012-13. 

Financial Impact of Additional UI and Interest on UI 

124. The financial impact of additional UI for FY 2010-11 is involved in overall financial impact 

of short term power purchase/UI and Banking. However, the financial impact of additional 

UI for FY 2011-12 and FY 2012-13 is given in Table below: 
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Table 8: Financial Impact of Additional UI 

Financial Year Additional UI (₹ Crore) 

2011-12 23.56 

2012-13 23.63 

Total 47.19 

Similarly, the financial impact of interest on UI is given in Table below: 

Table 9:  Financial Impact of Interest on UI 

Financial Year Interest on UI (₹ Crore) 

2010-11 24.09 

2011-12 15.85 

2012-13 20.27 

Total 60.22 

Transparency in Power Purchase 

125. The Consultant in its Report mentioned that for bringing in more transparency in the 

power purchase, PSPCL may be asked to prepare the daily and monthly reports and submit 

the same to the Commission on regular basis. The Report also pointed out that the reason 

for improper decision making with regards to power purchase and scheduling was the 

variation in reading of tele-metered data and SEM data.   

126. The Commission agrees with the following recommendations of the Consultant for 

providing more transparency in power purchase and directs PSPCL to consider these 

aspects to bring in more transparency in power purchase: 

i. Whenever a variation in reading of tele-metered data and SEM data is observed, 

PSPCL shall properly document the same along with steps taken to improve the tele-

metered reading. Such reports shall be submitted to the Commission on monthly 

basis. 

ii. PSPCL shall prepare the following daily reports & up-load on its web-site, and submit 

following monthly reports to the Commission & also upload on its web-site, on the 

formats to be approved by the Commission, for the information of the general public & 

all the stakeholders: 

A. Daily Reports 

a. Station wise daily generation data from its own generating stations including 

hydro stations. 
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b. Final Drawal Schedule (Day ahead scheduling) submitted to NRLDC from 

Inter State Generating Stations (ISGS). 

c. Instances wherein State Generating Stations were Backed Down with 

reasons leading to such Backing Down. 

d. Instances wherein less than scheduled power was drawn, with specific 

reference to low cost power from IPPs, ISGS including Central Generating 

Stations, with justification along with circumstances leading to such less 

drawl. 

e. Quantum and Cost of Short Term Power Purchase 

f. Hourly Load Shedding along with the reasons for the same. 

B. Monthly Reports 

a. Daily time block wise UI Injection/Drawl (for the previous month), including 

following details: 

 Time block wise UI Drawal both in Units (kWh/MU) and Amount 

 Time block wise UI Injection both in Units (kWh/MU) and Amount 

 Time block wise Additional UI paid, including reasons for same 

 Time block wise Load Shedding carried out, if any, along with the 

reasons for the same. 

b. Monthly, date-wise and source-wise, Power Purchase Plan versus Actual 

Power Purchase done with reasons for variations in quantum and cost. 

The Commission directs the PSPCL to comply with the various directions given in the Order 

and submit the Compliance Report to the Commission on regular basis at quarterly 

intervals.  

 

Sd/- Sd/- Sd/- 
(GURINDER JIT SINGH) (VIRINDER SINGH) (ROMILA DUBEY) 

MEMBER MEMBER CHAIRPERSON 

 

Date: 10.10.2014 

Place: Chandigarh 


