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Maharashtra State Electricity Distribution Co. Ltd. 

Prakashgad, Plot No.G-9, Bandra (East), Mumbai – 400 051  
 (P) 26474753, (O) 26474211 / 26472131, Fax- 26472366, 

E-Mail: cecomm@mahadiscom.in 

REF. PR-3/COS/ASD/27929                    DATE:  July 7, 2007  
                                                 

COMMERCIAL CIRCULAR No.57___    
 
Subject: Recovery of Additional Security Deposit. 

1) Background :- 

 
  It is necessary for an Utility to securitize the amounts for the 

electricity that is being supplied to the consumers.  The Electricity Act, 
2003 and the subsequent Regulations had addressed this issue in detail.  
Considering the dynamic nature of electricity usage, the Act and/or the 
Regulations have incorporated the provisions of Additional Security 
Deposit and have ruled that the same shall be payable within a stipulated 
time frame.  Thus, it is extremely important to recover the Security 
Deposit / Additional Security Deposit as envisaged in an Act as well as 
Regulations so that the dues of MSEDCL are securitized.  

 
  It is also to inform that MSEDCL is passing through a very serious 

cash flow problem and in order to maintain equitable to all the consumers, 
it is necessary to recover the legitimate amount of Additional Security 
Deposit within the stipulated time frame. 

 
  It is further to inform that the Public Undertaking Committee has 

taken a very serious view on failure of non-recovery of Additional Security 
Deposit in some cases. 

 
  Mostly non-recovery of Additional Security Deposit for any reasons 

whatsoever is against the financial interest of MSEDCL. 

2) Legal Provisions :- 

  The Section 47 (1) of the Electricity Act, 2003 stipulates that 
a reasonable security has to be given by the consumer as determined by 
the Regulations.  Further, the Section 47 (3) stipulates that if the person 
fails to give such security, the Distribution Licensee, if he deems fit, 
discontinue the supply of electricity for the period during which the failure 
continues. 
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  Based on the above provisions of the Electricity Act, 2003 and the 
Regulations under the Electricity Supply Code, 2005 of MERC stipulates 
under Section 11, the various provisions in respect of Security Deposit.  
The salient features of the Electricity Supply Code Regulations, 2005 with 
regards to Security Deposit are as under :- 

11.2 The amount of the security referred to in Regulation 11.1 
shall be an equivalent of the average of three months of 
billing or the billing cycle period, whichever is lesser.  For the 
purpose of determining the average billing under this 
Regulation 11.2, the average of the billing to the consumer 
for the last twelve months, or in cases where supply has 
been provided for a shorter period, the average of the billing 
of such shorter period, shall be considered. 

11.4 The Distribution Licensee shall re-calculate the amount of 
security based on the actual billing of the consumer once in 
each financial year. 

11.5 Where the amount of security deposit maintained by the 
consumer is higher than the security required to be 
maintained under the Regulation 11, the Distribution 
Licensee shall refund the excess amount of such security 
deposit in a single payment. 

11.6 Where the amount of security re-calculated pursuant to 
Regulations 11.4 above, is higher than the security deposit 
of the consumer, the Distribution Licensee shall be entitled 
to raise a demand for additional security on the consumer. 

 Provided that the consumer shall be given a time period of 
not less than thirty days to deposit the additional security pursuant 
to such demand. 

 As can be seen from the above main features, it is 
mandatory for MSEDCL to securitize the amounts that may become 
due from the consumers.  This aspect is covered under Regulation 
11.6 and the Proviso of this Regulation stipulates the time period of 
30 days towards payment of this Additional Security Deposit. 

3) Recovery of Additional Security Deposit :- 
    
  Based on the above background and the legal framework, it 

is mandatory for MSEDCL to recover Additional Security Deposit as 
per the Act / Regulations.  The methodology / procedure  to be 
followed with regards to recovery of Additional Security Deposit is 
as under. 
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a) The demand for Additional Security Deposit will be raised 
at the beginning of every financial year and the due date 
of the same will be 30 days from the date of issue of such 
demand.  

 
b) The amount against this Additional Security Deposit though 

shown separately initially is to be treated as the arrears in 
case of consumers who do not pay the same in the 
stipulated period of 30 days. 

 
c) The normal procedure as per the Rules with regards to 

disconnection as in case of arrears of consumers shall be 
followed in case of non-payment of Security Deposit. 

 
d) In case the amount remains unpaid for any reasons, 

whatsoever, it will be treated as an outstanding arrears 
and will be merged in the main bill which will attract 
interest and DPC etc. as per the rules. 

 
e) The field Officers are informed that the Additional Security 

Deposit is a legitimate and mandatory amount payable by 
the consumer without exception. 

 
f) Necessary action may be taken in this regard to ensure 

that the Additional Security Deposit due from the 
consumer is recovered in the stipulated time. 

 
 
 
 
      Director (Operations), MSEDCL 
 
 
To: 
 

1) The Chief Engineers of all O&M Zones, MSEDCL. 
2) The Superintending Engineers of all O&M Circles, MSEDCL. 
3) The Executive Engineers of all O&M Divisions, MSEDCL. 
4) The Dy. Executive Engineers of all O&M Sub-Divisions, MSEDCL. 
5) The Assistant Engineers of all O&M Sub-Divisions, MSEDCL 

  
 
 
 
 
 


