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ANNEXURE
Additional Comments on Electricity Act Amendment Bill 2018
Clause No.

Proposed Amendment

Additional Comments

Section 2 (8)

(8) "Captive generating plant" means a power plant
set up by any person to generate electricity primarily
for his own use and includes a power plant set up by
any co-operative society or association of persons for
generating electricity primarily for use of members
of such co-operative society or association subject to
such other conditions as may be prescribed by the
Central Government from time to time;

The captive power plant has to be conceived / conceptualized for
self-use i.e. owners must be the power consumers. However, it
has been observed that by taking advantage in the provisions in
Electricity Rules 2005, IPPs have been converted to CPPs and the
majority shareholders (74%) avail the financial benefits of group
captive structures without consuming any power. This was not
the intent of the Electricity Act, 2003.

2 (57C) “Renewable Purchase Obligation” means such
minimum percentage of the purchase of electricity
from Renewable Energy Sources to be procured by
every obligated entity in a manner as may be
prescribed by the Central Government from time to
time;

While stipulating RPO trajectory state level inputs should be
considered.

Provided also that Railways as defined under the
Indian Railways Act 1989 and Metro Rail Corporation
established under the Metro Railways (Operation
and Maintenance) Act, 2002, Mono rail and such
other transport or other entities as may be notified

Ideally Railway is an entity that buys power for self-consumption
and not involved in any retail sale. Hence, it is necessary that the
railway/mono/metro shall be treated as captive consumers. In
view of this, it is proposed to delete this clause. If it is to be
treated like a licensee, then all disciplines of licensee that is ARR,

Section
(57C)

Part-IV,
Section 14

Hence, the word “Primarily” needs to be replaced by “entirely” to
maintain spirit of the Act.

RE potential in state and impact on retail tariff due to high cost
RE procurement needs critical analysis.
Hence SERC may be empowered to determine RPO.
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by the Central Government, from time to time, shall pool participant, regulation of power purchase and transparency,
be deemed to be a licensee under this Act, and shall etc., should be enforced.
not be required to obtain a licence under this Act:
Part-IV,
Section 14

Provided that where a person intends to generate
and supply electricity from Renewable Energy
Sources, such person shall not require any licence for
such generation and supply of electricity, but he shall
comply with the measures which may be specified by
the Authority under section 53 and 73:

RE sources should not be allowed to be a supply licensee.
As the Renewable power is intermittent in nature, such
generators will not be able to fulfill the demand of consumers
and the uncertainties will fall back on grid. Hence this will lead to
unscheduled drawl and deviation from grid discipline and would
hurt the licensees and its consumers.
Also it is not clear how the deviation by such generators will be
handled?
In view of this the said provision is not supported.

Part-IV,
Section 14

Provided also that in a case where a distribution
licensee or a supply licensee proposes to undertake
distribution or supply of electricity for a specified
area within his area of distribution or supply through
a franchisee, the franchisee shall not be required to
obtain any separate licence from the Appropriate
Commission however agreements including terms
and condition for appointment of franchisee shall be
approved by the Appropriate Commission and
distribution licensee or a supply licensee shall be held

There is no need to have franchisee agreements being approved
by Commission, as franchisee agreements are legal contract of
the Licensee and there is no reason to create it as a regulated
entity, more so when the Electricity Act amendment is envisaging
multiple licensees/suppliers.
There are cases in which Franchisees are operating as per the
provisions of existing Act. These appointed franchisee
agreements should not get affected if at all GOI wants to amend
the Electricity Act to provide these features to franchisee, though
we oppose these new provisions/ amended provisions.
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responsible for non-compliance of any provision of
the law or Rules or Regulations by the franchisee;
Part-IV,
Section
15(5)

(5) Before granting a licence under section 14, the Before granting a multiple distribution or supply license, the
Appropriate Commission shall respective Commission needs to consider the concerns of
(a) publish a notice in two such daily newspapers, as incumbent supply/ distribution licensee. The Commission shall
that Commission may consider necessary, stating the discuss, frame and resolve the issues pertaining to cherry-picking
name and address of the person to whom it proposes of consumers and cross-subsidy involved in the tariff, otherwise
it would push distribution sector and incumbent companies into
to issue the licence;
financial turmoil and it may result in cancellation of existing PPAs
(b) consider all suggestions or objections and the
as force majeure as most of incumbent licensees have already
recommendations, if any, of the Central Transmission
tied up their entire power needs based on present geography
Utility or State Transmission Utility, as the case may
and consumer base.
be.

Part-V,
Section29(6)

Compliance of directions:

The proposed penalty limit in case of non-compliance with
(6) If any generating company or licensee, generating RLDC’s or SLDC’s directions has been increased from Rs. 15 Lacs
company or any other person fails to comply with the to Rs. 1 Crore
directions issued under sub-section (2) or sub-section A distribution utility faces several difficulties at ground level and
(3), he shall be liable to a penalty not exceeding at many instances the non-compliance of the directions is due to
rupees fifteen lacs one crore.
the reasons beyond the control of utility. Thus, levying such high
Provided that in case of non-compliance of the penalty would be detrimental to the financial health of discom.
directions issued under sub-section(2) or sub-section Thus, the penalty should be retained to Rs. Fifteen lacs.
(3), by a generating company for generating
Also, there is no justification for less penalty for the RE
renewable energy, such generating company shall be generators as RE is now cheaper – even cheaper than variable
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liable to a penalty not exceeding rupees fifty lacs.

cost of thermal. Hence the penalty for RE generators shall also be
same.

(ii) any consumer as and when such open access is
provided by the State Commission under sub-section
(2) of section 42, on payment of the transmission
charges and a surcharge thereon, as may be specified
by the State Commission:

Typographical Error,
“sub section 2 of section 42” should be “sub section 6 of section
42”

Also, the Cross Subsidy Surcharge and Additional Surcharge shall
be payable by all Open Access consumers to Distribution Licensee
Provided that such surcharge shall be utilised for the as per sub-section 6 of 42.
purpose of meeting the requirement of current level
cross-subsidy:
Provided further that such surcharge and cross
subsidies shall be progressively reduced in the
manner as may be specified by the State
Commission:
Provided also that the manner of payment and
utilisation of the surcharge shall be specified by the
State Commission:
Provided also that such surcharge shall not be
leviable in case open access is provided to a person
who has established a captive generating plant for
carrying the electricity to the destination of his own
use.
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