
GOVERNMENT OF MAHARASHTRA

NO.REL20Q9/CR227/NRG-1
Industries, Energy and Labour Department
Mantralaya. Mumbai 400 032

-u-Dated 25in June 2005

The Secretary,
Maharashtra Electricity Regulatory Commission
13th Floor, Centre No 1
World Trade Centre, Cuffe Parade,
Colaba, Mumbai 400 DOS

Subject : - Directions under Section 108 of the Electricity
Act, 2003

The Electricity Act 2003 mandates:

"An Act 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 (emphasis added) and supply of electricity to

all areas, rationalisation of electricity tariff, ensuring transparent policies regarding

subsidies, promotion of efficient (emphasis added) and environmentally benign

policies, constitution of Central Electricity Authority, Regulatory Commissions and

RStablishrnent of Appellate Tribunal and for matters connected therewith Or

incidental thereto".

As such, the Electricity Act 2003 envisages extremely efficient and

economical operations so as to benefit the end consumer i.e. the common man

The Act afso mandated creation of State Regulatory Commissions to oversee and

regulate all the operations pertaining to electricity in the State with the ultimate aim

of benefiting the common consumers.

In the State of Maharashtra, multiple distribution licensees are operating

and Maharashtra Electricity Regulatory Commission is operating as per the

provisions of the Electricity Ac! 2003.

The tariff and related matters are in the jurisdiction of MERC and Orders

are issued separately for all the distribution licensees.
i



There has been extremely sharp opposition to this steep jncrease of bifls of

common consumers tariff in a particular distribution licensee area There have

been many agitations and even the newspapers have critically addressed this

issue Various representations have been received by the Government pertaining

to un-affordability of this steep increase in bifis. As such, representation has also

been received by Ihe Government and it may be necessary for the Government to

look into this matter in the larger public interest of the consumers

Section 108 reads as under:-

"SECTlQN 108 - Directions by State Government:

1) !n the discharge of jt$ functions, the State Commission shall be guided by
such direction in matters of poiicy involving public interest as the State
Government may give to it in writing.

2} if any question arises as to whether any such direction relates to a matter of
poiicy involving public interest, the decision of the State Government
thereon shaft be final".

3)
Thus, the State Government has powers to issue direction to the State

Commission in case of matters pertaining to policy involving Public interest More

so, the finality about the matter being in Public Interest is with the State

Government.

Government being a custodian of Public Interest and EA 2003 confers

powers under section 108 for issue of directives in matter of public interest.

Further, Government is also empowered to solicit the advise from Maharashtra

Electricity Reguiatory Commission u/s 86 of E.A. 2003,

Section 86: Functions of State Commission:

Section 86 1 (k) Discharge such other functions as may be assigned to it under

this Act1

Further, Sectjon 86 (2) (i) is as under:

"Promotion of competition, efficiency and economy in activities of the

electricity industry".

Whereas the representatives from different sections have made serious

complaints about the steep rise in the electricity bills required to be paid by the

different categories of consumers within the licensed areas of M/s. Reliance

Infrastructure Ltd.

&
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Whereas the Government of Maharashtra is of the opinion that Immediate

reasonable steps are required to ensure that the consumer is not subjected to

unreasonable & unjustified burden of steep increase in electricity bill in the said

licensee area

&
Whereas the Government of Maharashtra is of the opinion that Maharashtra

Electricity Regulatory Commission should further probe Into the details as to the

efficient and economical functioning of the above said licensee.

& •
Whereas the Government of Maharashtra is aware of situation that the consumers

in the area of M/s, Reliance Infrastructure Ltd. do not have any alternative source

of power for their use and M/s. Reliance Infrastructure Ltd. is a monopoly

Distribution Licensee in their licensed area.

&
Whereas the Government of Maharashtra is of the opinion that the public concern

regarding the steep rise in the bills of consumption of electricity is required to be

properly and judiciously attended to,

&

Whereas the Government of Maharashtra fs aware of the fact that the business of

distribution licensee is based on cost plus basis, however, the Government is of

the opinion that basic elements of cost specially the Power Purchase Cost and

such Other Costs need to be looked into by way of a detailed investigation in that

regard.

&

Whereas the Government of Maharashtra is of the opinion that there should be

detailed audit of all the books of accounts, power purchase transactions and

capital expenditure towards building of infrastructure and such other costs related

To operation and maintenance and the cost of financing different expenditures

which have direct bearing and burden the common consumers in the licensed

area.

&

Whereas Government is of the opinion that because of arrangement of power

Iraders / trading companies in the business of power, there is every possibility of

artificial raising of cost of available power to be sold to the Utilities.



Whereas Government is also aware that due to the possibility of excessive

profiteering by the traders in the business of purchase and safe of power, the

regulation is enacted to cap this traders' margin,

&

Whereas the Government is of the considered opinion that there is a possibility of

manipulation of costs of power purchase and sale which has a direct linkage on

passing of the avoidable burden to the consumer and which will enhance & accrue

unreasonabie and unjustified profit to the entity (distribution Licensee) in a

monopoly situation.

&

Whereas the Government of Maharashtra is of the opinion that while implementing

Electricity Act 2003 & the policies of Government of Maharashtra, the Utilities

inciuding distribution licensees should function with the aim of reasonable &.

justified operation cost which is reflected through transparent system of accounting

without unwarranted burdening on the consumers.

Whereas the Government of Maharashtra is of the opinion that as against the best

interest of the common consumers, the utilities in the power sector are at present

giving services to the consumer is non-competitive and monopolistic environment

as well as where there no other reasonable easy alternative to the consumers for

availing power.

&

Whereas and in the circumstances referred to above, Government of Maharashtra

is of the opinion that Government should seek advise from the Maharashtra

Electricity Regulatory Commission in order to protect the interest of common

consumer from getting unreasonably burdened.

&

Therefore, under the powers delegated under section 108 read with section 86(2),

Government hereby directs Maharashtra Electricity Regulatory Commission to

investigate as to whether M/s Reliance infrastructure Ltd has discharged its



dulies as envisaged in the Act in the most economical and efficient manner

so as not to resuft in unnecessary avoidable burden on the consumers of

thai area and take such further action as may be considered necessary.

The said investigation shall be carried out considering the above points and

any other relevant point in that context.

The above direction may be complied within fifteen days from the

date of issue of this direction.

The Government of Maharashtra also directs Maharashtra Electricity

Regulatory Commission to take emergent steps as ft may deem fit, relating

to policy of Government of Maharashtra of protecting consumers Interest in

a monopoly situation, as may be necessary to ensure that no unreasonable

and unjustified bills are collected in the intervening period in which tnis

investigation is in progress.

(Subrat Ratho)
Secretary (Energy]
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ANNEXURE 3
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