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THE ELECTRICITY BILL 2001 by S L Rao

After almost two years of labour, over ten drafts, and extensive discussion, the central government has submitted a bill to Parliament on electricity. It replaces the three Acts of 1910, 1948 and 1998, with their numerous amendments. The 1998 amendments as well as the ElectricityRegulatory Commisions Act, 1998, had inconsistencies and contradictions. Competition, economy and efficiency were to be promoted, but the structure of the electricity system did not distinguish between the carrier and the supplier, did not allow open access to the transmission and distribution wires, allow any consumer to generate his own electricity, did not recognize electricity trading as a an activity, or provide for transparent procedures for private investors in transmission. 

The fundamental problem of the electricity system in India of financial un-viability of the primarily state government owned distribution entities has not been addressed. The Bill creates the enabling legislation that will permit competition, trading and the development of markets in electricity.

It removes licensing for generation, captive generation and for dedicated transmission lines. It eliminates the condition that the generator can sell only to the SEB. It enables non-discriminatory access to the distribution system. For such open access, a surcharge is permitted over and above wheeling charges, to pay for subsidies to rural customers, while they continue. These changes will, if States implement them, attract investments into generation, might lose good paying customers for the SEB’s and compel efficiency on them, and also raise some resources to partially pay for the rural subsidies.

The 1998 amendments had created confusion by creating central and state transmission utilities, which would be government owned, exercise supervision and control over the inter or intra state transmission systems, approve licenses for private investment in transmission and operate the regional or state load dispatch centers. These created conflicts of interest, lack of transparency and reduced the authority of the load despatch centers. The new Bill permits any companies to be transmission utilities so long as they do not engage in trading, removes their role of supervision and control, eliminates their role in approving private licensees in transmission, as well as in the operation of the load dispatch centers. The Bill stipulates an independent National Load Despatch Centre to be created by government for optimum scheduling and despatch between the regional load despatch centers. Since the regulatory commissions are responsible for regulating transmission, the line of command is now clear and there is no confusion in roles with the transmission utilities at central and state levels. This should help to improve the quality of electricity and give a fillip to private investment in transmission. 

Tariff determination for generation and for transmission licensees at the state levels will now be guided by principles and methodologies to be laid down by the CERC. This was a gap in the present legislation, now filled. But the Bill also provides for the establishing of three Forums: one with the CERC, CEA, generating companies and transmission licensees in inter-state transmission; similar ones at the state levels; and of a Forum of regulators. The first two are a serious violation of the principles of transparency and consultation that are enjoined on the regulatory commissions, since they require regulators to meet with regulated entities in a private forum at which other interests (like customers), are not participants. Since 1998 there has been a Forum of Indian Regulators in existence in which all regulators, former regulators, regulatory staff and academic institutions, are members. It has been effective in enabling regulators to learn from the experiences of each other, and to explore new ideas. The three new Forums are undesirable or redundant.

The process of search and selection of regulators remains unchanged, with only government having representatives for the purpose. There is no limit on former government employees being appointed, and no requirement that experts with non-government background should be appointed. Though time limits are set for appointments, there is no mention of consequences if they are not met, as has happened with appointments in the CERC as well as many SERC’s. The regulators continue to have limited penal powers in case of non-compliance. The Bill does not tackle the enormous problem of non-payment by SEB’s. But the funds for regulatory commissions are now made more indpendent. 

The creation of an Appellate Tribunal to hear appeals against decisions of all electricity regulatory commissions will bring specialization and speed into the appeals process and must be welcomed. 

The changes proposed through the new Bill could have been introduced years earlier through amendments to present Acts. They will marginally improve the situation, but not by much. The great lacuna is that the Bill has nothing to say about SEB reform to improve their financial viability. (790)

