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an additional penalty which may extend to sixty thousand rupees for each day during
which the failure continues after contravention of the first such direction.

(3) Notwithstanding anything contained in sub-sections (1) and (2), where the
Appropriate Commission is satisfied on a complaint filed before it or otherwise, that
obligated entity has not purchased power from renewable sources of energy as
specified under clause (e) of sub-section (1) of section 86, the Commission shall after
giving such entity an opportunity of being heard, by order in writing, direct that,
without prejudice to any other penalty to which he may be liable under this Act, such
person shall be liable to pay a penalty of a sum calculated at a rate of—

(i) not less than twenty-five paisa per kilowatt-hour and not more than
thirty-five paisa per kilowatt-hour for the shortfall in purchase in the first year
of default;

(ii)  not less than thirty-five paisa per kilowatt-hour and not more than
fifty paisa per kilowatt-hour for the shortfall in purchase continuing after the
first year of default.”.

30. In section 146 of the principal Act, for the portion beginning with the words
“shall be punishable” and ending with the words “for every day”, the following shall be
substituted, namely:—

“shall be punishable with fine which may extend to one crore rupees, in respect
of each offence and in the case of a continuing failure, with an additional fine which
may extend to one lakh rupees for every day”.

31. In section 152 of the principal Act, in sub-section (1), for the words “may accept”,
the words “shall accept” shall be substituted.

32. In section 166 of the principal Act, after sub-section (3), the following
sub-section shall be inserted, namely:—

“(3A) The Forum of Regulators referred to in sub-section (2) shall discharge
the following functions, namely:—

(a) prepare and lay on model regulations for the guidance of State
Commission for the purposes of sub-section (1) of section 42, sub-section (1)
of section 43, sub-sections (1) and (2) of section 60A, section 61 and the first
proviso to sub-section (1) of section 62, in accordance with the provisions of
this Act and the rules made thereunder;

(b) monitor the status of compliance of the provisions of clause (e) of
sub-section (1) of section 86 by distribution licensees on annual basis and
submit a report to the Central Government; and

(c) any other functions, as may be prescribed by the Central Government.”.

33. In section 176 of the principal Act, in sub-section (2),—

(i) for clause (a), the following clauses shall be substituted, namely:—

“(a) the security of payment under clause (60a) of section 2;

(aa) the time within which the objection and suggestions on the draft
National Electricity Plan to be invited by the Authority under the proviso to
sub-section (4) of section 3;

(ab) the manner of concurrence by the Authority under sub-section (1A)
of section 8;

(ac) the criteria for area of supply under clause (b) of section 14;”;
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(ii) after clause (i), the following clause shall be inserted, namely:—

“(ia) the percentage of total consumption of electricity in the area of
supply of distribution licensee under clause (e) of sub-section (1) of
section 86;”;

(iii) after clause (q), the following clause shall be inserted, namely:—

“(qa) the number of members of the Appellate Tribunal under
sub-section (1) of section 112;”;

(iv) after clause (x), the following clause shall be inserted, namely:—

“(xa) any other functions to be discharged by the Forum of Regulators
under clause (c) of sub-section (3A) of section 166;”.

34. In section 178 of the principal Act, in sub-section (2), in clause (v), for the words
“the manner of making an application”, the words “the time, manner of making an application”
shall be substituted.

35. In section 181 of the principal Act, in sub-section (2),—

(a) after clause (l), the following clause shall be inserted, namely:—

“(la) the payment of transmission charges and a surcharge thereon by
the consumer under proviso to sub-clause (ii) of clause (c) of section 40;”;

(b) after clause (zb), the following clauses shall be inserted, namely:—

“(zba) the arrangements for sharing of power and associated costs
amongst the distribution licensees in the area of supply under sub-section (1)
of section 60A;

(zbb) the managing of cross subsidy balancing fund by a Government
company under sub-section (2) of section 60A;”;

(c) in clause (zg), for the words “the manner of making an application”, the
words “the time, manner of making an application” shall be substituted;

(d) after clause (zi), the following clause shall be inserted, namely:—

“(zia) securing the consumer choice under clause (ja) of sub-section (1)
of section 86;”.

36. In section 183 of the principal Act, after sub-section (1), the following
sub-section shall be inserted, namely:—

“(1A) Notwithstanding anything contained in sub-section (1), if any difficulty
arises in giving effect to the provisions of this Act as amended by the Electricity
(Amendment) Act, 2022, the Central Government may, by order published in the
Official Gazette, make such provisions not inconsistent with the provisions of this
Act, as may appear to it to be necessary for removing the difficulty:

Provided that no such order shall be made under this section after the expiry of
a period of two years from the date of commencement of the Electricity (Amendment)
Act, 2022.”.
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STATEMENT  OF  OBJECTS  AND  REASONS

The Electricity Act, 2003 (the Act) was enacted  to consolidate the laws relating to
generation, transmission, distribution, trading and use of electricity and generally for taking
measures conducive to development of electricity industry, promoting competition therein,
protecting interest of consumers and supply of electricity to all areas, rationalisation of
electricity tariff, ensuring transparent policies regarding subsidies, promotion of efficient
and environmentally benign policies, constitution of Central Electricity Authority, Regulatory
Commissions and establishment of Appellate Tribunal and for matters connected therewith
or incidental thereto.

2. The Act has facilitated the development of the power sector.  The investments in all
segments of the electricity sector, that is generation, transmission and distribution have
brought a significant improvement in outcomes.  The transmission grid has been unified into
a "National Grid" and all households have access to grid electricity.  However, the continuing
as well as new challenges of sustainability of the power sector, contract enforcement, payment
security mechanism, energy transition and the need to provide choice to consumers in order
to promote competition and the like, it has become necessary to make certain amendments in
the Act.

3. The amendments  to the Act are also necessary in view of the importance of green
energy for our environment in the context of global climate change concerns and our
international commitments to increase the share of renewable energy.  Further, it has become
necessary to strengthen the regulatory mechanism, adjudicatory mechanism in the Act and
to bring administrative reforms through improved corporate governance of distribution
licensees.

4. The Electricity (Amendment) Bill, 2022, inter alia, provides for the following,
namely:—

(i) to amend section 8 of the Act so as to streamline the concurrence of the hydro
generating station by the Authority to facilitate development of the hydro sector in the
country;

(ii) to amend section 14 of the Act in order to facilitate the use of distribution
networks by all licensees under provisions of non-discriminatory open access with
the objective of enabling competition, enhancing efficiency of distribution licensees
for improving services to consumers and ensuring sustainability of the power sector;

(iii) to amend section 26 of the Act so as to strengthen the functioning of the
National Load Despatch Centre for ensuring the safety and security of the grid and for
the economic and efficient operation of the power system in the country;

(iv) to amend section 42 of the Act so as to facilitate non-discriminatory open
access to the distribution network of a distribution licensee;

(v) to insert a new section 60A in the Act so as to enable management of power
purchase and cross-subsidy in case of multiple distribution licensees in the same area
of supply;

(vi) to amend section 62 of the Act so as to make provision regarding graded
revision in tariff over a year and for mandatory fixing of maximum ceiling as well as
minimum tariff by the Appropriate Commission;

(vii) to amend section 142 of the Act so as to enhance the rate of penalty for non-
compliance of the provisions of the Act and the rules and regulations made thereunder;

12
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(viii) to amend section 146 of the Act so as to convert the rate of punishment
from "imprisonment or with fine" to "fine";

(ix) to amend section 152 of the Act so as to facilitate decriminalisation of offence
as it would be mandatory to accept compounding;

(x) to amend section 166 of the Act so as to strengthen the functions to be
discharged by the Forum of Regulators.

5. The Bill seeks to achieve the above objectives.

R. K.  SINGH

NEW DELHI;

The 2nd August, 2022.



NOTES ON CLAUSES

Clause 1.—This clause provides for the "Short Title and commencement" of the
proposed Legislation.

Clause 2.—This clause seeks to substitute the reference of certain expressions by
certain other expressions.

Clause 3.—This clause seeks to amend section 2 of the principal Act to amend the
definition of "Power System" by including 'Energy storage system' and to insert the new
definition relating to "security of payment".

Clause 4.—This clause seeks to amend section 8 of the principal Act to streamline the
concurrence of the hydro-generating station by the Authority so as to facilitate development
of the hydro sector in the country.

Clause 5.—This clause seeks to amend section 14 of the principal Act to facilitate the
use of distribution networks of other licensees under provisions of non-discriminatory open
access with the objective of enabling competition, enhancing efficiency of distribution
licensees for improving services to consumers and ensuring sustainability of the power
sector.

Clause 6.—This clause seeks to amend section 15 of the principal Act which acts as a
deeming provision to avoid delay in granting license.

Clause 7.—This clause seeks to amend section 26 of the principal Act to strengthen
the powers and functions of the National Load Despatch Centre for ensuring the safety and
security of the grid and for the economic and efficient operation of the power system in the
country.

Clause 8.—This clause seeks to amend section 28 of the principal Act to provide for
scheduling and despatch of electricity only if, a payment security mechanism has been
established to ensure timely payment of dues.

Clause 9.—This clause seeks to amend section 32 of the principal Act to provide for
scheduling and despatch of electricity only if, a payment security mechanism has been
established to ensure timely payment of dues.

Clause 10.—This clause seeks to amend section 40 of the principal Act to enable
access to large  consumers to inter-state transmission system.

Clause 11.—This clause seeks to amend section 42 of the principal Act to facilitate
operation of multiple distribution licensee in the same area and to avoid parallel network and
optimise usage of the distribution network.

Clause 12.—This clause seeks to amend section 59 of the principal Act to enable
administrative reforms through improved corporate governance of distribution licensees.

Clause 13.—This clause seeks to amend section 60 of the principal Act to enable
management of power purchase and cross subsidy in case of multiple distribution licensees
in the same area of supply.

Clause 14.—This clause seeks to amend section 61 of the principal Act to ensure cost
reflective tariff, which is important  for financial viability of the power sector.

Clause 15.—This clause seeks to amend section 62 of the principal Act to provide for
mandatory fixing of maximum ceiling of tariff as well as minimum tariff by the Commission for
retail sale of electricity for promoting competition in the same area of supply by the distribution
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licensees. This clause also seeks to make provision regarding graded revision of tariff in a
year.

Clause 16.—This clause seeks to amend section 64 of the principal Act to provide for
suo motu determination of tariff by the Appropriate Commission, reduce the time required for
tariff determination and provision for interim tariff.

Clause 17.—This clause seeks to amend section 77 of the principal Act to improve the
Regulatory mechanism and for this purpose, the qualifications for the post of Chairpersons
and Members in Central Commission is being amended.

Clause 18.—This clause seeks to amend section 78 of the principal Act so as to
incorporate consequential change due to change in nomenclature of Planning Commission
and to facilitate timely appointment of Chairperson and Members in the Commission.

Clause 19.—This clause seeks to amend section 79 of the principal Act to facilitate
timely disposal of disputes related to contracts, provision for creating separate benches for
adjudication of such matters.

Clause 20.—This clause seeks to amend section 82 of the principal Act by increasing
number of Members so as to ensure smooth and efficient functioning of the State
Commissions, entrusting of work to other Commission under certain conditions.

Clause 21.—This clause seeks to amend section 84 of the principal Act mandating the
appointment of the Member from law background so as to improve functioning of the State
Commissions.

Clause 22.—This clause seeks to amend section 85 of the principal Act regarding
composition of the Selection Committee for State Commissions.

Clause 23.—This clause seeks to amend section 86 of the principal Act to provide for
the Renewable Purchase Obligation, not to be less than the trajectory prescribed by the
Central Government.

Clause 24.—This clause seeks to amend section 89 of the principal Act so as to ensure
that the full tenure is availed by Chairperson and Members of the Electricity Regulatory
Commissions.

Clause 25.—This clause seeks to amend section 90 of the principal Act to provide for
removal of a Member of the Commission in case of gross negligence and non-compliance of
the provisions of the Act and the rules made there under

Clause 26.—This clause seeks to amend section 94 of the principal Act so that the Civil
Court powers can be extended to Regulatory Commissions so as to ensure compliance of the
orders and regulations of the Commission.

Clause 27.—This clause seeks to amend section 112 of the principal Act to provide
that the Appellate Tribunal shall consist of such number of other Members, not less than
three as may be prescribed by the Central Government.

Clause 28.—This clause seeks to amend section 128 of the principal Act so as to
substitute "section 235", with "section 210" under the Companies Act, 2013.

Clause 29.—This clause seeks to amend section 142 of the principal Act to introduce
a specific provision for penalties for non-compliance of the Renewable Purchase Obligation.

Clause 30.—This clause seeks to amend section 146 of the principal Act to decriminalise
the offence by removing imprisonment provisions for ensuring ease of doing business. The
maximum permissible penalty amount for non-compliance of the provisions of the Act and
the rules, regulations and orders issued under it, is proposed to be enhanced.

Clause 31.—This clause seeks to amend section 152 of the principal Act to facilitate
decriminalisation of offence as it would be mandatory to accept compounding.
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Clause 32.—This clause seeks to amend section 166 of the principal Act to empower
Forum of Regulators to publish model regulations on various matters related to ease of
implementation of the provisions of the Act.

Clause 33.—This clause seeks to amend section 176 of the principal Act so as to
empower the Central Government to frame rules on certain matters which have been inserted
by the proposed amendments.

Clause 34.—This clause seeks to amend section 178 of the principal Act to empower
the Central Commission to frame regulations on certain matters which have been inserted by
the proposed amendments.

Clause 35.—This clause seeks to amend section 181 of the principal Act to empower
the State Commission to frame regulations on certain matters which have been inserted by
the proposed amendments.

Clause 36.—This clause seeks to amend section 183 of the principal Act to empower
the Central Government to remove the difficulties in giving effect to the provisions of the
Electricity (Amendment)  Act, 2022.



FINANCIAL  MEMORANDUM

 The provisions of the proposed Legislation does not involve any expenditure either
recurring or non-recurring from and out of the Consolidated Fund of India.
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MEMORANDUM  REGARDING  DELEGATED  LEGISLATION

Clause 33 of the Bill proposes to amend sub-section (2) of section 176 of the Electricity
Act, 2003 (the Act) relating to the power of the Central Government to make rules. The
proposed amendments to sub-section (2) of the said section, inter alia, are—(a) the security
of payment under clause (60a) of section 2; (b) the manner of concurrence by the Authority
under sub-section (1A) of section 8; (c) the criteria for area of supply under clause (b) of
section 14; (d) the percentage of total consumption of electricity in the area of distribution
licensee under clause (e) of sub-section (1) of section 86; (e) the number of members of the
Appellate Tribunal under sub-section (1) of section 112; and (f) any other functions to be
discharged by the Forum of Regulators under clause (c) of sub-section (3A) of section 166.

2. Clause 34 of the Bill proposes to amend sub-section (2) of section 178 of the
said Act relating to the power of the Central Commission to make regulations.  The
proposed amendment to sub-section (2) of the said section provides for the time, manner of
making an application before the Central Commission and the fee payable therefore under
sub-section (1) of section 64.

3. Clause 35 of the Bill proposes to amend sub-section (2) of section 181 of the said
Act relating to the power of the State Commission to make regulations. The proposed
amendment to sub-section (2) of the said section, inter alia, are—(a) the payment of
transmission charges and a surcharge thereon by the consumer under proviso to sub-clause
(ii) of clause (c) of section 40; (b) the arrangements for sharing of power and associated
costs amongst the distribution licensees in the area of supply under sub-section (1) of
section 60A; (c) the managing of cross subsidy balancing fund by a Government company
under sub-section (2) of section 60A; (d) the time, manner of making an application before
the State Commission and the fee payable therefor under sub-section (1) of section 64; and
(e) securing the consumer choice under clause (ja) of sub-section (1) of section 86.

4. The matters in respect of which the rules may be made are matters of procedure and
administrative detail and it is not practicable to provide for them in the Bill itself. The delegation
of legislative power is, therefore, of a normal character.
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