l@lganoe & Mlamz

UIDENETo TVECABSI Mo

MEUD allandly Gadcy @ *350

16. 12. 2014 &0 aQaisles”

e (3 ee0e\dl doe ersndl - eRDl EneIRIYES TLIGIRIIGIEREEMo

8.al0Bk

W ag). o). eI
» BBISIEQE! TH0RIG YD
» o O TYEEY &Qal

O @o

(W) ERYEPSM GaOLAE
(oDdmem sl aqD)

, @I af)ieN)anNOo
( aa)) e s)amrsé@W crﬂ@mc@emmi] ag), endl, andl & aull
MeMAIMETD s)sumeé«sﬂ \
COOIAOW  aROMLPs  OOCTI 2003 @ ofoenygailal e@ eoUEKH
CRIHHEDOW] mnouﬁgjgamﬂﬁ Mlone, 2007 @ eWwade MISI®OIS®
dleeosiwigesmnszo; eesnal  eagiday. agoo@d 2013
(en) ] segosnid 17 @ eeqryel dlwa. ¢eeno]
eeUSTI  canRieW wilidlemmo s - oss oS It B
VIS IRUTB LA LB NVIa0-
2EEEImHe  Oosyd  dloa (eBead’  ajoBaigalafigens <]
CRBNMIYSS DEFUOAIITBTDECUT midequoangdemeyss @REROWo MeNUOIM
@10y BB M IOTS D Meialns” (DOETBODPHEBOFo llTe ]
QIBDDIERBEAT | DT IBHERIFe TV  Qgleldlaesog.
Al SOUTENIERIZe @RYRICTRISEE.
() | ©OUBYS DOJIBM ™ (JTVBEN™

allyoem @oNEYTT B3

MRMIASM  agemePs  Hlelaog-

HEB056TT afeosdlasmeamony’
QUSHDIDOENOERD;

(cus) ol  mlooeesnol  alldeguoe
MUobNMWlg]  EHBe  TUMUOOM-
comIS  OREEIQ. @YU
SeeTiE0; MVLTLOOM VG R= Slelcs

M@ 2QalS! euglenigomoead?

&S Qllemoamaniea aljwom

MBeqUREERUD TOOPAIOQIMQIDIETY.

(1) @@me%@'l Aol @iay
JED\H Muesql ORIV’
ag@eagemm@im’  dlaydadanare.
&S0  Menlejsa Qﬂﬁgﬂ)}énﬂd(@
eeITUMMIqQes ORI
©6 B Hsoaliganaiice

COISTEICU@A @M OULRYR I

@RSINOOM TUDHEY DETRIEBINGY

20@20w@) aj@aslldlanam,
(2} CH@MUOIO A &0elI

&0e1eERglad  oJosalgalenmn  eaudlw

saiglddl eangdlayl, eaudiw ®0@lan’




“4)

caogllndl  agamiioy e ooyl
e0weadl  &odleM@,  TVErLOIM
eoBl  ©0weaQcl  @adiewd,

(TVUNOIM mmm&amo@&uﬁ, as)me‘gcsﬂ

DDIIBED, gy af)eyo
BRIV MUldHUD apiiudses
cfl@snumuaodsiiaiigene.

MVL(MAXM  BEAUBKDT  6OWERINd
HUHOHSOS (JQIR@DMo
alesimamanaioy @RaeI

@@Gm(éemaﬁ 6oa0  gelgimidew

@U@ o gOwlalgens.
(T PO mcuma@mogcaaua
rua@esnmUlmaowil snaiglmdid]

e0weaind eofiluieal & a0,
OnUADIA afons] SLIBHUD

S OHOOBIalBHo, gl a¥la)
degomailey  eieed  adlaleary
EENZELBOS aloM@ATIdequdlamamailay’

eHMUUTROnIm arWleieyss-

@aem, 9 anmelod dlan s§eies
MUMULOm  EOAGE  ©0YeaIQd]

s aflcumileaig” dlodeoqomaos,
g &rY AEmILMOTICDLISS CH@s

(TVETLOIM eameémﬂ esrUoBoule®
@REIJIWo CHI(3 masrdeaddlem
@rdlwigfgere. OOIO) &G aldBa]

@oMEUIMLAT] Qlg]gere.

Il O




Vydyuthi Bhavanam, Pattom
Thiruvananthapuram - 695 004, hd ia
Telephone : p471 -2442125, 2514500
_Mobile 9847797000

Fax T 0471-2441328

E-mail : cmkseb@ksebnet.com

<AR IAS

= ELECTRICITY BOARD

5

KSEB/TRAC/EA 2003 Amendment | 26-11-2013

To - ‘

~ TheSecretary,
Ministry of Power, '
Government of India,

- Shram:Shakti Bhawan

_ l, Rafi Marg,
New Delhi. ‘

-Sir, -

Stib: Proﬁé;_eg.__am'endmehts in EA 2003 - comiments - forwarding -.reg’ .
Ref:.~ 1. No. 42/6/2011 - R&R (Vol-Il, Gol, MoP, dated 17-10-2013

G I X Y

1. Kind attention is invited to.the above ,_wﬁé?éin the que"rtjment has directed

to_submit. comments on, the Proposed- amendments-to: Electricity Act 2003.
. The pronosed amendments have a.far reaching Impact-onthe way power

.seeks -to streamlinie :the. functioning of the

y. framework prescribed by the

| Jovernment.  The. amendments "have a.focus .in ensuring -the- financial
- soundness of the sector throligh timely revisions in taritt, - - |
2. The ‘power distribytion sector jr |

© . mafnér and -at present. is. at different '-‘stage’s..—‘of-'jde\IelEﬁmenti;'."_Wh_ilé Kerala -
has achicved 100% village electrification. during -late. 1970’ fiself o .
situation " is differe; t n_many other : Statés:. The ' distribution of natural
- resources used for power generdtion is.not everi across the states and hence
the cost of :power. within. ea

n-each State had éﬁl\f{éd “in’its: B'Wn unidue

guer. Within- each. state and ‘consequently’ the level” of cross
-subsidy: required: to be maintained differ from State to State. The following
cormments are offered keeping in mind these aspects as well as the flexibitity
provided under the: federal structure of the Nation which empowers the

‘national andstate tevel governments to deal with suchsituations. -
3. Keral has a.unique /consumer pattern’ with. the domestic consumer group

constituting around 80% of the cconsumer base of KSEB and they consume
about 50% of the electricity distributed: within the State. Unlike in other parts
of the country substantial portion of the consumption in the domestic sector
is in the low income group. Households consuming around 1 to 3 units a day
constitute around 75% of the domestic. consumers. The consumption by this
section needing tariff support comes to about 52% of consumption in the
‘domestic category. . :




while the low end consumer segment. has proliferated in the State, partly due
to conservation efforts, the consumption in the heavy industry segment has
stagnated due to a variety of reasons. The contribution from this sector is

only 23% and thus the much needed base .load of the power system is

. remaining at a narrow level. The unique consumption pattern in the State has
- resulted in a peculiar load curve with the summer evening peak demand

recording more than double the off-pedk monsoon demand, creating

attendant problems including higher cost of delivered power. '

) N Further, the tariff for the industrial segment has been retained at the level of

average cost of supply and thereis no significant cross subsidy support from

o ‘this segment The support for cross subsidy mainly comes.from the

commercral and services sector which is.presently having. a lower base but is
growing.. However this small segment has to.bear a mgmflcant butden of cross

subs1dy at present and can easily. be- cherry . picked - by subsequent supplyr

' llcensees in the umque context of- Kerala

The. lack of patural resources for powgrs generatlon *within. the State. has

resulted in the use of higher. quantum:of imported fuels-like Naptha, LSHS and
now’ R-LNG whxch alsa. jacks up, power. generation costs: resulting - in higher
average cost of power delivered.. The. combined "impact.of low base of

' subsadlsmg consumers, h:gher proportton of costly power and high -proportion -

© of low end domestlc consumers call for.a different approach in handhng the
Ccross subsu:ly content in tariff within the State. _

The introduction of multlple Supply llcensEes who could cater to the. Specmc

needs of.high end .constmers ‘inthis ‘unique situation could lead to cherry -

picking . by new players leadmg {o unintended -adverse -impacts on" other
“segmenits, of the society.. The State Government which has to directly handle
- the issues of social. needs and.ensure eqmtable development of the society

has. to play-a’ dec15we rote in’ such situations and :the Constitttion of the ™
Natron adequately provrdes for the saime by including Electnc1ty as anitem in
‘the Coneurrent list. (List. Il of seventh:Schedule),- However, the - proposed " -
* amendmients leads to.a situation where-the authority of State Government on

matters related with dlstrlbutlon and supply of eléctricity: within the state is
severély undermmed and is in dlrect conflict:with. this prov:smn in the Indian
Constltutzon : - ;

_The measures suggested in: tne draft amendments to brmg back overall
- supervision-of: the Central Gns,!ernment over the development of the inter-
state - generation, transmission and tradmg ‘of power are welcome in this
" context. The restrictions proposed in mvokmg sectlon 1" of the' Act are alse
welcome.

At the same time, considering the Federal nature of governance enshrined i
the Constitution, the powers to be exercised by the Governments needs to be
appropriately shared among the State and Central governments. -Thus while
the National tariff policy, National electncrty pollcy etc notlfled by Gol shal
be binding on CERC on matters related to inter-state. generatlon transmissios

W
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12

and the State ransmi |
optimum development of the resource

. the state’goyernments is also lik ly to go up insuch a situation:
The introdyctio
of readiness of tI¥
. three years shall be re
- a fully developed state -and the “cross: stibsidies -for bulk consumers were
i or.ne tion network_in  the: country is -
" undetdeveloped : i
licensees, SUPPY
. cohinection; enhancing ct me 1y, St uatity €

cross subsidy pattern in “the country-is also different-from that prevailing in" -

-

.nd trading, the state Governments shall be similarly authorised to issue

state-Electricity policy applicable to each State which shall be binding on the
state regulators on matters related to distribution and supply within the state

ag'well as intra-state transmission and trading.

Thus a new section 2(a) may be inserted after section 2 as “The State
g'qgé(nments_shgll, in consultation with the State Regqulatory Commission
e State - ission Utility, notify.a State Etectricity-Policy- for- the.

s for equitable Distribution:and Supply

-@f_:;él[eét'ricity_within the State. Provided that the State Governments shall be

guided by the National Electricity and Tariff Policy natified by the-Central

'.ﬁ",,'.:"""anfnen'f._ from time to time while. framing the State Electricity Policy”.

s the warding «appropriate ‘governments” _appearing in ‘the “proposed

“sectiofl 3(a) may: be- deleted. ‘Similarly the word “appropriate” appearing

- pefore thb.wd(d—_‘feorﬁrﬁﬁsion_" may be replaced with_the word “Ceritrat”.

Further, section 3(b) ‘may be ‘added aftet ‘proposed section 3(a),as “The State

Etectricity Policy notified by, appr opriate Governments shall be binding on
- the appr opr‘itjtg'ﬁtdfg}:C_dﬁrﬁ'_r.hissioqs""/ IR S :

The d151ntegrat1onof distribution, business” into - digtribution and supply
business at th

-current state of

: Jevelopment © Indian power sector is too

e —

' ‘early and may lead to serious coordination issues as well as,unintended cherry

picking of sdbSidi'éing;g:(jﬁSuﬁ‘igr'_s'éggﬂfn”féhf:t'ﬁ“by, subsequent supply licensees, This

- may lead to 'twin;pr’gt‘;.le’n‘-‘iﬁ'ebf-Bar,_\}gru‘pﬁgylof_lincumb,ent supply. licénsee and -

~~unbridled: jncreasé'i’ri‘.-jrﬁa'_rkéﬁ price for pawer., Thie ‘ditect subsidy ‘burden of

-of supply. licensees shall __ﬁé;-'@nly after ascertaining the state

moved. 1

Eloped economi

minimum or . negative. ‘Wheri -the' distribu

there will be serious, coord issues amon . distribution

—supply quality. etc. The

en ~fo7 SUPPL

Sacing contract volure

-déye{oped economies. |0 India. large butk consumers _ (ike “industries are

E ,...,bé-aﬁhg..t;he-‘-'bﬁrdén_pf- cross subsiqy,_and;_smalt ‘consumers who-are"large in
umber like domestic copsumess are ge osid
“However in the developed-economies the pattern. i different.with the butk
- industries getting - subsidised: electricity to ensure théir competitiveriess and

re. getting ‘the benefit of cross subsidy.

the domestic consumers ‘bearing the “burden of - tross- subsidy. “The" pecutiar
pét_térn of cross-‘_subsidy,_;in_ India . results in a_smalt SECt'i'Qh ‘of “consumers
consuming huge quantum of energy-is paying at rates well above the average
cost of supply and'the same is mostly higher than the price discovered in the
market. This pattern of cross subsidy can tead to large scale cherry picking by
subsequent supply licensees and - thus .their entry has to be timed

.appropriatel‘y taking into consideration the prevailing level of cross subsidy in,

each state. «

'_.3...

of the industry in €ach state. Fhus the mandatory time Llimit of
& separation of network and suppty. business
es when: the distribution network was in

“every stage right from availing




g " .
i

-

The present {jn@gr-develope'd state of . distribution Qgtwork could create
jssues in supply side like (i) high distribution toss which has to be borne by the
- supply licensee as.unnece.ssary power,purf_:h'ase cost (if) low quality ,_of _‘supply_
like low voltage,‘-supply jRterruptions etc leading to. lqw revenue realisation
(ii1) -gvertoading of lines which may necessitgte shedding of logds of supply
'\icénsee {ivy low tevel of access, especially. I r.gral a.r;eas-leadtrng to upmet
demmand: One of the. identified chronic problems 10 Indian power sec_tor is _t.he_ i
hi‘g’ﬁj:-f;tevel. of transmission and distribution loss -and gne of t_he ‘major -
pékf@fﬁ\ancéj‘paramEterS prescribed now for distribution licensees is the lgss
reduction targets. I the distribution business is disintegrated without settling .

these prgiblems it is likely to create anarchy in the whole vqlue cha}in, The
. UK on _;bf__ﬁqd_ditjgﬁgal power procurement due 1o high transmission anq
' .d'i;%‘;an_t_ionilds"ses will go unattended in the new arrangements. o
- twin _issues. bf"uhdéf' -developed distribution network and

ﬂ..nﬁ-iu.ﬂ.,-m.s-..u\_l:m-'r'

pecyliar cross supsidy structure _Indian power sector, ‘the segregation of
distribution. bu: ness and supply business in one g0 at this point of time is not

advisable. The. fate governments misy be: given ful freedom to decide th

timing in, consultation” with ‘the- state regulatory :cbn_n_r'rﬂ‘s‘sibnﬁ in a phased

mmanner based of experience gained ineachphase. . . o -
| Thus 7% proviso undet section 14, dealing . with {ssuing Vicense o supply -

licefisees shatl'be modified with by ins rting .the se{iﬁeni;g_ff.as,"d'ndiw:fi;gn__~the

state Government allows multiple supply licensees in ‘ggeciﬁ_edf;qj:edg_‘jr_a‘v‘.gu'ch
sdét‘essive_’-phas,e,sas: specified in the State Electricity Policy and in respect of
those pppl,.icqnt‘s._-_whq.vwere selected “through ;q_gqmpEtitive' process through

,,,,,,

an, empowered: agency of the “State Government .2 after ;uprovided also

that”, Simitarty the last _prbyi'sd-uﬁdér' the section proposed‘to be iriserted in

- resp tra-state tra vordings, “d 2rried to be a supply licensee”
" shall. be. replaced with 'the wordifgs. “shgll “become- eligible ‘through . the
'compétitiveaprg,ess-.:forA,.rj:ci!én_t_iff‘cat_f:._ A of supply licensee™. - . .- e
To avoid situations  of _.unintended - cherry: picking ‘by . subsequent . supply
licensees, the words “take care”™ in-fi rst- provise;to s;e‘{';f:ti_o_,_n,.-ft?.,(l) related to

" respect of intra-state traders, the.

compensatory charge paya Té'mntumbent;—suppw-'ucensee_shéu. be modified - ‘

45 *fully meét” so as to-ensure that the charge is adequate tooffset theloss |

* of cross subsfdy *support. The existing ‘section 42(4), p,t_tgs;r?ibi_ljg”’éicjditidnal :

s‘urc'harge'to meet the fixed cost.of the jncumbent licensee to meet -_th-é" fixed
cost of stranded generation and transmission assets contracted on long term

O O eet the obligation to supply shall be etainec.

. ini- order: to ensuré level Slaying field 167k supply licensees, the onerous ]
seryice p.rovide.‘r-of.-__t;het l,as_t*;resqrt_..may.b,e-refrjdv‘ed' from the -

houlders of incumbDeRt—suppy - see. The: responsibilities. of all supply
icensees shall be of similar nature. The wisdom in providing such a provision
bf ‘suppty licensee of last resort’ unveils the realisation that the .country as a
hote is not yet mature for introduction of multiple.supply- licensées in one
bo. Thus the introduction of multipte supply licensees shall be done
concomitantly along with separation: of supply business  from distribution
business in phased manner based on maturity of the sector in each area. Once

_4..




19.

20..

21.

22.

n order to.
“the.

ina

- out of “thi

. The State Electricity ‘policy shall prescribe ‘the framew.

the separation is achieved in an area, the responsibilities shall _remaih similar

-to alt gompeting licensees.

Thus section 51 A (2) shall be reworded as “The Appropriate State

- Gover nment shall, in consultation with the Appropriate Commission-and the .

State Transmission Utility, provide for separation of distribution and supply

of ""'_éffe'fcf‘r‘fci'fi/ in such  successive: P . in .accordance with the
ﬂmframes specfﬁed in the State gctricity Policy notified from time to

fﬁﬁe‘--dﬁd, Afo‘r“_suéh purpose issue appropriate. trgnsfer scheme and vest the

Suppisf b UHCUG‘"S in a supply licensee a5 per section 131 !

_g_ns__ure. level playing field to all compéting supply fticen'sees; alt
provisos to section’ 51 B (1) shall be deleted and under the 7% proviso to

-_,."-Seﬁtioﬂ:'m ._the;-wc;rdings'.‘-‘having specified load profile” shall be deleted.

The subsequent supply licensees are getting an opportunity to access scarce
infrastructure. (transmission & distribution’ assets 45 well as its right of way)

built:by peumbe

S ea mamer s

£ ti'cjensee;:The access tO:?.SU,Ch ﬁnite.resOurce'-when allowed

~only be on a:com etitive “basis, sthe flpor- price of

which shall.be

it of -th -au__“fpé“,_qsed' by .the distribution licensee for: extending the
iffrastructure to rural areas as well as for: gpgrading the system to- global
penchmarks to facilitate introduction ‘of subsequent licensees in mare areas.

rest mework for the introduction

- of supply ticensees. TS nsertion of section 2(2) 35 suggested in paragraph
10 above is suggested. * R SEETE

 The power market in ihie country created in the last decade s still in ‘the

nascent stage and.the lessans learnt during this phase makes it clear that the

marketvnll “take time to. mature. The tow:level of' liquidity: in the’ market,
‘higher volatility in prices; innumerable disputes, propging up from. concluded

- contracts all-indicate e mmatusé’ nature of the market. The Central -

Government-as. well the ‘ré'gdléitbry.."'c‘drr‘i:r’ni"ééioﬁ's“" sre responding " to the

evolving nature of markets through;fr'equen_t changes in bid documents, .

regulations etc.. Tre new set of bid documer_\ts"reléased by the Central
GoVern'm'ent,is still-_untested. The situation being so, and India still facing
"significant' power shortages as-well as transmission capacity.ﬁconstfaints;‘ there

is every {ikelihood of generators in certain regions making wi
while others may be finding the going tough.

During the evolving phéié,,.,gﬁha?market, the Regula'to_ryACbmmissign-s__ghaLL be |

a-u_th‘erised'to prescribe generic tariffs for genera_ting stations using different
rechnologies/fuet from time to fime. When there i significant. variations in
the discovered prices from the generic tariff in Case 1-and Case 2 biddings for

long term and medium term the 'reg.ulatory'commiSSions shall not allow such

contracts. in the short term market segment hen-there is huge volatility due

fo shortage of generation oOfF transmission _capacity, . the . regulatory
commission’s shall be ‘authorised - to direct the generators to transfer such
surplus revenue to a common fund like PSDF the utitisation of which shall be
regulated by the appropriate commission.  ’ N

-3

".;'p‘r'.esc,‘;fripéﬁ; by the. state commission. The revenue’ geerated
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25.

' © suggested above may’ kin@[yibé'takqn~.-iiﬁtgji ¢Qr§§idei‘a*tion whii_-e'finétisirng.-_ghe )

. of state’ cominissions is un
-ability of State
o ensure”
‘ensure ‘or
- Elec

'f"i?iatl_be added under se:hon 63 “Provided tﬁat_ in case the
Hrough such-bidding process varies significantly from the
Hnologies/ fuel, the appropriate commission may direct the
ancel the bid.” The second proviso ‘to the section 63 may be
ded also that in case of short term procurement of power
/“the” appropriate commission from time to time for
ogies/fuel, the. appropriate commission may direct the

- supp to sfer “ the difference between “such genmeric tariff and

ed ‘t&;;-’_jfj’“?ft‘o a common fund. created by the appropriate commission
fev o(opmient of the powersystem.” - SR o

: F’rbm_ZOOi 6nwards, .Kéréla has been prerhpt in ‘the matter. of appointment of

© State Electricity. Regulatory, Comnissions and thus changes proposed under
© section §5_('1:)(@‘)'_ang1=_';in§er;ion_~ of ;‘éétiﬁﬁ'-&iﬁﬁ)ﬁﬁ: the matter, of .appointment

Governments in takirig rational decisions.

“playing fiéld ‘among competing distribution Aicensees. and

ity Policy fotifie

A i

Yoa e

 equired:trider section 86...Under section 86(1)(b), the wording
it may. 08" O nder propased”section 86(1)(jb) -add the
‘in.accordance. with the:State Eléctricity Palicy”, at the-end.of the

chang: e

may  be-deleted.:

TR

sentence. Under- section “86(4)-insert. the words: “State Electricity " Policy

né’t?ﬁédfbjr-.-‘dppfiqgr-fgtﬁ'@;;s_tq;g{.'gqgemmént”. after the words “tariff poticy”. = |

Cousidering the above aspécts, the ¢ hanges in the proposed ‘amendrents .as’

proposal.

Yours faithfully,

" CHAIRMAN.

T

otified by the_‘-aPP_mp'rfa-te commission from time to time for -

discovered is having significant variation from the generic '

warranted ad amounts to casting aspersions on the

nt o in"accordarice. with-the State
d by the appropriaté ‘governments, “the-folldwing

o et by P




