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| GOVERNMENT OF KERALA
10.7007/A1/15/PD Power (A} Department,
Thiruvananthapuram,
Date:13/10/2015.
from

-?29’ etary to Government.

Sub: Revised proposal for amendm
,Amendment Bill), 2014 - reg.

Government of lndta _

r am to lmnte your at

S e

o .
The Secr'etary,
: M:mstry of Power,
2fiment of India,
Shre m'Shakthl BhaWan Rah Marg,
New Delm
ir,

ent in Electricity Act, 2003 - Electricity

Reft- £No.42/6/2011-P&R (Vol-VIlly dtd. 15.9.2015 from Ministry of Power,

_ ,t:on to the reference cited The reservatfons of the

‘ffacerd by the \
"h'whu::h are




. Sections 2(35B), 514, 51B(3), 62, 86(1 )(8), 131, 176 contains provisions
related with Intennediary company. Kind attention is invited to the
. reservation of the Parliamentary standing committee on Energy on the
~matter of creation of intermediary comparny under paragraph 7 of chapter 10

of “he report, it is suggested that the proposal for creation of an
. inte ‘mediary company may be dropped sa that. avo:dable cornplexines due to

-Jntelference in emstmg POWer purchase contracts can be obviat,ed It 15 also -

| felt that the- stiputatlon that the mtermedwary companies’ shall function as
- presc ribed by céntral government is a significant intervention into the
powers of the respective state goveraments, which is aga:nst the principles

of . federal govemance.‘The sta.te govemment strongly dlsagrees to the.

propnsat for ass1gmng the rights regarding its hydel power ‘generating
capacities as well as its exclusive power procurement portfolio to
subsequent private supply licensees through the intermediary company.

: _It rnay be noted that the number of layers for delwermg the smgle




2. Proviso to Section 14 allows alt SEZs to continue to have both
distribution and supply licenses, Also Railways, metro rail, mono rait etc are
allcwed to.carry out all the licensed activities simultaneousty. There is no
maridatory. pmﬁsion barring existing private distribution licensees who are

not successor entities to erstwhile SEBs, in continuing as both distribution .

and supply licensees. Entities like Damodar Valley Corprporation are allowed
: to cuntmue as mtegrated Ut!htles deahng w:th tra’_ ssmn, dlstnbunon and
'y_‘functlons In tms background the 1 5th. promo of sectlon 14 barnng
‘succe%sor entrties of SEBs alone from engaging in both distribution and
supply functions is highly d:scnm:natory. It is thus suggested to delete the
1 5th provtso to section 14,

3 lt is noted that supply licensees are allowed to operate through
franchlsees. As pointed out above, administrators always strive for reducing
‘the: number of layers mvolved in dehvering any product’ n @n economy to
reduce~ costs and xmprove efficiencies, The proposal to separate distribution
‘and Supply functlons in rtself goes agamst th:s pnnc:ple and the, re\nsed

_A_th.l ’



welcomes the same for introduction in a phased manner.

6. As a result of proposed modification in section 51 B, subsequent supply
l:censees will also have universat supply obtigation in its area of supply, The
mociification helps to inhibit cherry picking to some extent. !n thls reg ard
the observatron of the Parhamentary standmg-comm!ttee en
Pétagraphs 2 and 4 r 10.of 'the-réport | o the kin
attenndn of'the mrmstry !t__ _commends that the choxce cf area of supply
for the subsequent supply hcensees shall not be left entirely to those seekrng
sup ly hcense 50 as to drspel apprehenswons on cherry P ckmgr !t 15 common

"hrgher per unit revenue reallsatlon for the power sold. This will be in sharp
'contmsl: with rural areas. where realisation rates will be poci ‘and the effort
of the licensees be ‘manifold. - Thus the areas ifi ‘which " suo equent supply
lrcens:ae-s are allowed shall contam an appropdate mrx of dlfferent areas.
T“ne 1dent‘ﬁcat1.on‘off'such‘mlx shall id "all"" e |¢ : ’ nments

wledge that urban areas mthm a state w:ll be the cri earny layer with -

. ‘.';virhﬂ'- '



The consumer mix of different supply licensees is bound toj vary

..-depending on the business strategies and tariff plans:rolled out by individual

- .-supply licensees. Such offers by supply licensees shall be on the s'l:rehgth of
:zingenious power purchase portfolios and rationalisation of internal costs and

xsha 1 not be by offloadmg cross subsrdy content in the cerhng tanff spec‘_'fied

: Univ ersal.-Supply Obhgatwn (USO) fund determmation of e{ement of crﬁs
: subsidy in the ceitmg tariff of each category: of consumers . by regula

commlssio‘ and th:’_ operatron of USO fund whenever exphat or 1mpl cit

‘c':herty' pickmg is I'lOthed etc are suggested. Clear deﬁniti.m for often used

terms hke cheny pu:kmg, cross subsldy support. et¢ arg also requnred

-Section 62 of the Act may be mod:ﬂed to make the appropraate commission
responsibte for inkibiting cherry picking through the operatica:of a USO fund.




under rseéltic_sn‘ 127(1). This inconsistency may be got examined, Similarly
under section 176, the sub-sections (ab) and (ua) is repetition and may be
8ot e:amined, e

it is requested that the above suggestions may kindly be considered for
incqrporation in the revised proposal for amendment of Electricity Act; 2003 in true
Spirit of democratic conventions and the federal governance enshrined in our
constitution, .

Warm regards,

Yours faithfully,




