POLICY GUIDELINES FOR PRIVATE INVESTMENT IN TRANSMISSION
(Comments can be mailed to: jiweshnandan@hotmail.com)
1. The Electricity Act, 2003 envisages private sector participation in transmission and has provisions for grant of transmission licenses by the Central Electricity Regulatory Commission as well as State Electricity Regulatory Commissions.
2. The National Electricity Policy notified on 12th February, 2005 inter-alia states that –

“5.3.1 The Transmission System requires adequate and timely investments and also efficient and coordinated action to develop a robust and integrated power system for the country.

5.3.2 Keeping in view the massive increase planned in generation and also for development of power market, there is need for adequately augmenting transmission capacity………..

5.3.10 Special mechanisms would be created to encourage private investment in transmission sector so that sufficient investments are made for achieving the objective of demand to be fully met by 2012.

5.8.1 …………. Considering the magnitude of the expansion of the sector required, a sizeable part of the investments will also need to be brought in from the private sector. The Act creates a conducive environment for investments in all segments of the industry, both for public sector and private sector, by removing barrier to entry in different segments. Section 63 of the Act provides for participation of suppliers on competitive basis in different segments which will further encourage private sector investment.”
3. In order to facilitate smooth and rapid development of transmission capacity in the country as envisaged in the National Electricity Policy, Transmission projects will be identified for tariff based competitive bidding, in which Private Investors and Transmission Utilities, both Central and State, can participate. 
PERSPECTIVE, SHORT TERM AND NETWORK PLANS
4. Central Transmission Utility has to discharge all functions of planning and coordination relating to inter state transmission system according to section 38(2) (b) of the Electricity Act 2003. According to section 38(2) (c) of the Act, the CTU has to ensure development of an efficient, coordinated and economical system of inter state transmission lines for smooth flow of electricity from generating stations to the load centers.

5. According to Section 73(a) of the Act, CEA has to “advise the Central Government on the matters relating to the national electricity policy, formulate short-term and perspective plans for development of the electricity system and co-ordinate the activities of the planning agencies for the optimal utilization of resources to subserve the interests of the national economy and to provide reliable and affordable electricity for all consumers.” 
6. According to Section 3 subsection 4 of the Electricity Act, CEA has to prepare National Electricity Plan.

7. Para 3.2 of National Electricity Policy provides that “the CEA shall prepare short term and perspective plan. The National Electricity Plan would be for a short- term framework of five years while giving a 15 year perspective”. Para 3.4 of the National Electricity Policy also provides “the National Electricity Plan for the ongoing 10th Plan period and the 11th Plan and Perspective Plan for the 10th, 11th and 12th Plan periods would be prepared and notified after reviewing and revising the existing Power Plan prepared by CEA.” 

8. According to the National Electricity Policy “the Central Transmission Utility (CTU) and State Transmission Utility (STU) have the key responsibility of network planning and development based on the National Electricity Plan in coordination with all concerned agencies as provided in the Act.”
9. In view of the above provisions the following plans will be prepared:
· Perspective Plan for three five year plan periods will be prepared by CEA.
· Short Term Plan corresponding with one five year plan period will be prepared by CEA.
Both these plans form part of the National Electricity Plan.
· Network Plan will be prepared by the CTU based upon the National Electricity Plan. 
The Network Plan, Short Term Plan and the Perspective Plan will be hosted on the websites of the respective organizations, entrusted with the task of formulation of these plans. 
10. Section 38(2) of the Electricity Act inter alia provides the following:
 “The functions of the Central Transmission Utility shall be – 
a. To undertake transmission of electricity through inter-State transmission system;
b. To discharge all functions of planning and co-ordination relating to inter-state transmission system with - 

1. State Transmission Utilities; 

2. Central Government; 

3. State Governments; 

4. generating companies; 

5. Regional Power Committees; 

6.  Authority; 

7. licensees; 

8. any other person notified by the Central Government in this behalf” 
The Network Plan will be prepared by the CTU in accordance with these provisions of the Electricity Act 2003.
11. The Network plan will be reviewed and updated as and when required but not later than once a year. The Network Plan would include the projects for new lines and substations, strengthening and up gradation of the existing lines and interregional transmission lines. The Network Plan will clearly identify the scope of the project, broad parameters such as design specifications including Voltage level, Line and conductor configuration etc., length of transmission line and probable location of substation or converter station of HVDC transmission lines.

12. If any private investor proposes to construct a transmission line, not being a dedicated transmission line (as defined in the Electricity Act 2003) and not included in the Network Plan, the required load flow study and other relevant studies will be undertaken by the CTU/ STU. The result of such studies indicating either inclusion or exclusion of the proposed transmission line will be communicated to the concerned private investor. 

EMPOWERED COMMITTEE

13. An Empowered Committee will be constituted by the Ministry of Power. It will have representatives from the Ministry of Power, CERC, Planning Commission, CTU, Member (Power System) CEA, Member (E&C) CEA and two experts from the field of power sector to be nominated by the Ministry of Power. The Empowered Committee will be headed by Member (Power System) of CEA. 
14. The functions of the Empowered Committee will be the following:

a) To identify projects to be developed under this Scheme.

b) To invite bids and to select a developer
c) To facilitate finalization and signing of Transmission Service Agreement (TSA) between the developer and the concerned utilities.

d) To facilitate development of projects under this Scheme.

15. The secretarial assistance for the Empowered Committee will be provided by the Central Electricity Authority.
IDENTIFICATION OF PROJECTS

16. Identification of projects under this Scheme will be done in such a way that it results in a balanced mix of both difficult and less difficult projects. The nature of the terrain and issues relating to right of way, land area to be acquired and issues involved in environment and forest clearances would be material factors in relation to difficult or less difficult projects.

PROJECT FORMULATION
17. In order to attract private investment in the transmission sector it is very important to be able to make available all the information to the stakeholders, regarding new projects and their technical and other specifications. Once the Perspective Plan, covering three five year plans, the Short Term Plan and the Network Plan have been prepared, some of these projects will be identified as projects to be covered under this Scheme for competitive bidding. These identified projects would then need to be formulated with adequate details to enable competitive bidding to take place.  Detailed Project Report (DPR) for these projects shall be prepared. The DPR must contain relevant data regarding the line i.e. voltage level, line configuration i.e. S/C or D/C, approximate route length, conductor type and conductor configuration etc about the transmission line and location and specifications of the substations or converter stations. In addition, information regarding the type of terrain likely to be encountered and its likely implication in terms of Right of Way (ROW), statutory clearances and land area to be acquired for the substation or converter station, in case of HVDC line, will be made available. This task of preparation of DPR can be given to any government agency or to a consultant. The cost incurred on project formulation will be recovered from the agency that finally undertakes the implementation of the project. 
18. Appropriate allocation will be made by CTU/STU to fund the formulation of projects and preparation of DPR. CTU/STU, as the case may be, will recover this amount from the agency implements the project as indicated in para 17 supra.
SELECTION OF DEVELOPER

19. The selection of developer for identified projects would be through tariff based bidding for transmission services according to the guidelines issued by the Ministry Of Power under section 63 of the Electricity Act, 2003. CTU and Joint Venture Companies will also be eligible to bid, so that there is sufficient competition among the bidders.

LICENSE FOR TRANSMISSION

20. Along with the recommendation of selection by the Empowered Committee, the selected private investor shall approach the Appropriate Commission, within a period of 30 days, for grant of transmission license. If it fails to apply for license within thirty days then it will be liable for cancellation of its selection. Cancellation of selection as provided above will be done by the Empowered Committee only after giving the selected private company an opportunity to be heard.
PAYMENT OF TRANSMISSION CHARGES
21. A Transmission Service Agreement (TSA) will be signed among the private licensee and the concerned utilities for payment of the transmission charges finalized and accepted by the appropriate Commission on the basis of competitive bidding. 
22. TSA shall, inter alia, include an arrangement on the lines of payment security for IPP’s based on revolving letter of credit of required amount and escrow arrangement.
23. RLDC will assist the developer in case there is any default in payment by any utility/licensee. For this transmission services would be regulated if transmission charges become overdue from any utility/consumer.
STATE TRANSMISSION PROJECTS
24. As far as intra state projects are concerned the state governments may adopt these guidelines and may constitute a similar committee for facilitation of transmission projects within the state by private investors. 
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