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Note on Review of Electticltv Act, 2oo3

(Subffiticd to the UPA-Left Coordination cornmitt €)

The National Common Minimum progratnme states that, "The review of thc
Electricity Act, 2Oo3 will be undertaken In vlew of th€ codcern GxPrc6lcd by a
nsmber of states. The mandatory date of Jun€ 10, 2OO4 lor |.|nbundllng and
replacing the state €lectrlcity boards will bo €xtended".

tt is oecessary to address thas matt€r 6ariously, as Powcr la an esscntlal
fequirement for our ill-rouod social_economlc development. A daaft t{ltlonal
Electriclty Policy hag been formulated, witholt undertaklng the revi€w of thc Act
avan withost consulting the State Govetnments whlch accordirrg to the Act ls a
must. contrary to the CMP, the Mlnistry of Power it.9F€aE ha! dlsmls.ed all
talk oI any review of th. Act. We cannot agre€ with this aPp.oech.

Steps in certain states were takefl in antlcipatlon of this Act, and in som€ states
aftar it wa3 passed. The aesultg have prov€d disastrous. I{ention can ba lnade of
orissa, Andhra Pradcsh, Delhi. In the tight of etlteaience we would likc to draw
att€ntion lo the following aipectsl

i) Generation, transmission and distrlbution are closely interconnEcted
acaivities that ne€d to be coordinated in a hollstlc manner. considaring the
inpo*ance ot etoctriclty as an essential intetnediat€ inPut for eco'|omic
development there is a distinct advantage in integrating the activities wlthln a
single organisational structur€. Publia ownership and control ls d€sirablc as
electricity supply is a r*itity service and its control cannot be left to b. dictated by
the markat torcea in a developing country like ours. ExPetioncc in varloua atltet ha3
shown that unbundling of the State Clectricity Bolrds SEB9 (with ot without
privetlsetion) has not resolvcd the fundamentat p.oblens - bu.den of loss€s to th€
3ees or suOiidy laom the Government ard T & D and othe. com[tercial lo'ses' On
thc other hand the overh€ad5 on accourtt of rnultipl€ otganisations hl$ increased and
5o algo the coordinated working.

(ii) The Act hai made a statutory distinction bctwe€n Rur.l & lJrban and
also mad€ it lcgally mandatory to elimin.te sub5idlcs.nd closs .ubsidie6.
This has serious implications on agricultur€' Powedooms' StrcetlighB'
wat€r wo.ks & 75olo of rural populatlon. The Act It not amended tlrill divid.
the masses ir rural & urban areas.

(iii) Scctions 79 & 86 of thc Electricity Act, 2oog Providet for functions to
b€ discharged by the c€ntral and statc Elact iclv Regulatory
commissions, rn the tresent tofln ot th€ Elediicity act 2oo3' tha st.tc
Govemments have be€n bnrdencd witll a lot of responsibility but with
sknort no authority. The authorlty to take etfectlve decislons lles squarcly
with tbe SERC'S which have no elecutive responsibiHty at all' It ne€d' al6o
to be kept in view that the SERC's have been fun€tioning for. l lmlted
period of time a,td .re y.t to edtablish ssitabl€ prpcedurut .nd regulations
with duc consultation of the utilities and lhe Stata Gov€rhment. whil€ tho
regqlatory body has a slgnlflcant rcls. thls Gannot bs a body which can
ov6rrule or lgnore the declarad obicctlvee of the State Governm€nts'
central Government or Stat. Governmcntg, a9 the ca3e maY be' will hav€ to
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Provisions for 2'd liceose6 for di5tribution shauld r€move.

universal servica obligation ls dlrectly hindered by unfettcred opcn access
since it terds to segreg.te the profitable and the lo35 m.klng s€gments of
th6 supply industry end prlvatls€5 orly the former,

Tradiog Ehould b€ re6trict€d only to th€ public ownsd agencie6 6inc€ therc
is a grave danger of largs spGculativa profitE if thaa€ i3 inad€qlatc
regulation. Under th€ pre6€nt condltions of shortagar it is not Foaaibl. to
have on llne market regulatlon, cona€quently ther€ wlu b€ cherry plcklng
and domestic and agricsltu.al consum€rs wlll be the aausality.

It is for the abova rea3on3 that soite of the provkionS of th. Act hlvc to bc
reviewed and ahended. The t{ationsl Electricity Policy has to be workaal out kcePing
the Interesti of consumers ln mind, and in consult€tiotl with the state govaanmetrts,
and ihc organisatloni of amploycas an.I anglncll',

We therefor€ u.ge that a leview llechanism for the Act be sat up by Governmet*
immediatcly for this purpose. ln the meantime the mandatory Provision for
unbundling the replacing the SEB5 be kept in abeyance'
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