Ruainst the Pro Corporate, Communal and Anti - People Policies of the BIP Government
Convention Against Privatisation of Electricity and Railways
18 July 2023, HKS Surjeet Bhawan, New Delhi

Note on Electricity Sector

Resist the Anti-PeOple Reforms
Protect and Advance the Right to Electricity

Electricity is the mother of all industry and the nerve and center of modern human civilization. Electricity is
a service which affects every worker, peasant and citizen of our country. stillin India, electricity is perhaps
the most important service whose price is still being regulated to some extent through some agencies,
despite many limitations and dilution in them. India produced 1,624.158 Billion Units of electricity in 2022-
23; with average Rs 6/Unit revenue generated, it is an ever increasing market of Rs 975 thousand crore
Per year. And so, Indian as well foreign monopoly-finance corporate groups are pouncing on the Indian
electricity sector to commodify it completely, with an intension to establish monopoly control over the
consumers through market,

Anti-people reforms unleashed upon India’s power sector: Undoubtedly, Indian power sector has
gone through a long complex route of anti-people, anti-national reforms for last few decades. The Electricity
Act, 2003 was enacted to distance government from regulation of electricity business with the obvious
intention of privatization. Certainly, we can claim that, due to strong protracted nationwide resistance by the
workers and people in general and electricity workers in particular, still the lion share of electricity distribution
sector is in the hands of the state DISCOMs.

The heinous Electricity Amendment Bill of Modi government: As distribution is the end point of the
electricity service chain with the revenue collecting mechanism, the anti-people Modi government tried to
blow the deadliest death-nail on state DISCOMs by introducing Electricity (Amendment) Bill - just after
taking charge in 2014; but, it was resisted. The BJP government desperately attempted to pass the Bill
again and again - latest being the Electricity (Amendment) Bill 2022. Obviously, with a very clear intent to
destroy the state DISCOMsand hence the remnant of the public service orientation still existing in the

electricity sector.

Burden of taxes has raised the production cost: It is to note that, in the Modi regime, the gap between J
average cost of supply (ACS) and average revenue realization (ARR) i.e., ACS-ARR gap (whichisavery i
crucial parameter to measure the economic sustainability and health of any utility) has increased grossly.
This is solely due to the fact that multiple taxes and duties were levied on coal including royalty on basic
price (14%), Goods and Services Tax (5%) and GST Compensation cess (Rs400 per tonne), corporate
taxes and higher railway freight charges. These taxes get transferred via tariffs with a disastrous effect on

end consumers.

Startlingly, Modi government's pet think tank NITI Ayog’s 2021 policy paper has blatantly proposed to |
dismantle the state-owned DISCOMSs. Whereas, the reality is, globally 70% of the distribution utilities are
still public owned. While promoting de-licensnig and horizontal un-bundling of the DISCOMs and short- |
term power procurement, atrociously NITI Ayog has stated “the Act (Electricity Amendment Act) requires
that cross-subsidies and surcharges be progressively reduced and eliminated.” Obviously the targe_t &
agricultural consumers and poor households. The government has planned to withdraw all form of subsidies f
in the name of direct benefit transfer (DBT) and raise the tariff. The deceiving case of DBT is apparent to
everyone through the experience of mounting price of cooking gases.
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Every individual consumer will have to pay Rs 7000-8000 per prepaid smart meter for installation. its
maximum life-time is around 7-8 years. With around 26 crore consumers in India, it is a direct loot of Rs 26
X 8,000 = Rs2,08,000 crore from people’s pocket.In India, the key players applying for installation of these
Smart meters are Adani and Tata! Practically, the conditions for approval of grant are framed to guarantee
no fund assistance from the Central government. And at half of this total cost, entire infrastructural up-

gradation of distribution system could be done.

Central government’s push towards electricity market: For last few years, the Central governmentis

increasingly pushing the stateDISCOMs to enter into virtual electricity market. In Power exchange
mechanism, a real-time dynamic market price for electricity is fixed through some algorithm created by the
market agencies. Shockingly the volume of electricity transacted through Power Exchanges has increased

manifold over the years at a CAGR of about 25% from 2009-10t0 2021-22.

Actually about 77% of the financial burden over DISCOMs is the purchase cost of power alone. And the
pril 2022, the Commission had directed the power

cost of Power is in a trajectory of unbridled rise! On 1st A :
exchanges to set the bidding price in the range of Rs 0-12/Unit for the day ahegd and real t!me ma_\rk_et. But
the market players created a supply scarcity by not submitting bid at even t_he highest sanctioned limit of Rs
12/Unit and the commission was compelled to enhance the bidding price in all segme.nts. A Staff Pap_er on
Pricing prepared by CERC in October 2022 revealed that in March 2022, Ind_la w:tne_ssed a period of
demand surge coupled with supply shortage. The increased prices of fuel, .pe?rticularly lmported coal Ield
to an abnormally high market clearing price, frequently touching Rs 20/Unit, i.e., the maximum quct))tatbh e
price. Significantly high market prices and apprehensions regarding super normal profits earned by the
infra-marginal generators was the core of the problem.
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be Rs 50/Unit, Certainly,market pricing is a devastating and cheating mechanism tq plunder tf;le c:’(%r;s;naﬁxzi
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Handing over to the private DISCOMs - all data to choose the cherry picking regl:l)grrlisvfeﬁ'f'nl;';‘e"r?:;
players:Most dangerously,the prepaid smart metering, communicable smart feeder and i : o
will provide the entire real time data in a systematic manner to the market players through ,SCA o titors tc;
It will facilitate them to manipulate the speculative market price. It will enaple the P”Vat? °°m’l)e : ara
cherry pick the most profiteering regions for supply. Just recall that how Adani and other private p aySFsz d
pouncing for the Parallel Distribution Licenses in most revenue generating areas of Maharashtra, U arr:
other states, With availability of the entire consumption and billing data of consumers (which will be in t e
Possession of private smart meter companies like Adanil), they will apply for exactly the most lucrative
areas! The enactment of Electricity (Amendment) Bill along with smart metering will complete the vicious
cycle of destructing the public DISCOMs.

Itwill finally enable the mechanism for establishing a dynamic pricing system for each and every mduwdyal
consumer directly linked with the real time demand of the household electricity. Moreovgr, the under!ylng
technology controlling all data-smart operations introduces substantial IT and process impacts rpakmg it
vulnerable to the cyber-attacks. Even World Bank in its survey paper on International Experience of
Advanced Metering Infrastructure (AMI) clearly stated smart metering technology introduces a number
of accidents leading to voltage surges that risk the health and safety of utility personnel and customers,
can potentially subject electricity service delivery to prolonged, multi-year disruptions, can be used for
political purposes (Imagine the dangerous role of BJP government on non-BJP states!) and breaches of
customer data privacy can be utilized to attack customers residential or industrial networks and equipment!

Time of Day (ToD) Tariff: A win-win for corporate, lose-lose for consumers: While all the risks to link
the smart metering scheme with the dynamic pricing of electricity was coming into public discourse and
discussion, the Central government in a swift and sudden blow, amended the Electricity (Rights of
Consumers) Rules vide a notification dated 14" June 2023. Practically our words are vindicated now!

Time of Day (ToD) tariff means that the tariff will be completely flexible and only the lower limit of the tariff will
be fixed, i.e., the normal tariff. Dynamic tariff will be fixed as per the rules of the market — if demand is high,
the consumers have to pay higher prices for availing electricity. As per this amended rule, immediately after
installation of smart meters, all consumers will be brought under ToD tariff latest by 1* April 2025. As perthe
ToD tariff system, only 8 hours of the daytime will be off peak hours. It is obvious that, the household
consumption is greater in night time and the irrigation is also done majorly after sunset. The consumption of
electricity will be higher at peak time and as demand will be higher, the consumers have to pay higher and

higher dynamic tariff for using electricity! Though the Power Minister has claimed thatitis a win-win for the

company and the consumers, the reality will be devastating for the households.

Resist de-electrlﬂcat'lo’n —Rise in Rage: Now, with clear conviction, we must understand, it is the last
course of attack on India's public electricity distribution sector. |t will lead to massive de-electrification and
food security of our country will be Jeopardized. Itis an attack on federal structure of India. Already some
State Governments have started refuting this scheme, Electricity worker of various states are coming into
the streets against this Imposition of smart metering scheme with its corollary projects. It is our time to act
now - integrated and united! We have to take up these issues to the consumers, the workers, the farmers
and the general people of our country. We have to launch wide campaign programme taking all section of
affected consumers with us and have to build resistance and defiance at all possible levels. From today’s
convention, CITU calls upon the entire workers, farmers and people to get united, rise and resist this most
draconian forms of attacks on the right to electricity. Even if the state distribution utilities are compelled to

;urt(en?er, resistand defy at the villages, slums, households. This not only for the present but for future of the
ation
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