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Open access must remain limited until the demand-supply gap
is bridged, says Surendra L Rao, former chairman CERC
Open access was a concept that came into Indian law in the Electricity Act, 2003. The act mandated open access, that is the opportunity for any supplier to use the wires for transmission and distribution of electricity, subject to capacity being available at a mutually agreed price. The owner of the wire had to allow all suppliers to use the pipeline. It was a concept that was necessary since wires are natural monopolies; more than one such link might not be viable. Open access is intended to prevent the exploitation of this monopoly.

If open access is to be applicable in all situations, there must be ample supply so that the buyer has a choice of  suppliers. The application of the concept to India should have taken into account that electricity is in short supply, will probably remain so for long. It should also have recognized that the concept could not override supply arrangements that had been made earlier. Neglect of these two pre-conditions has led to the situations that have arisen in distribution and in interstate transmission.
A pre-existing supply arrangement to distributors that was in operation for decades could not be suddenly abandoned because open access makes better prices possible from sales to other prospective customers. This would disrupt existing distribution arrangements and raise the cost of electricity to the users there. Many buyers are willing to pay higher prices, subject to transmission capacity being available. Political compulsions make state governments to try to ensure adequate supply in their states without sudden large increases in tariffs. When there is a shortage because of sudden demand surge, monsoon failure or heat waves, state governments are loath to allow electricity generated in their state to go to customers outside the state. The solution obviously is for the state to enter into long term supply contracts even if the contract results in over supply. If there is excess supply, it can be sold elsewhere. The state should also fine tune its tariff arrangements to maximize earnings from those who can afford to pay, raising efficiencies in use, preventing theft, adjusting tariffs for time of day and season.
Hence the provision for open access in the act should recognize these preconditions.
· It should not apply when there are preexisting supply arrangements.
· It must require state governments to take actions to minimize demand, maximize earnings and improve efficiencies and then approach the CERC for permission to forbid open access.
· State governments should not hesitate to raise tariffs.
· Regulatory commissions should not get into the tricky waters of consumer choice of electricity supplier unless the supply required to meet demand is ensured.
· If supplies are ensured and choice is allowed by an SERC, it must estimate the cross-subsidy costs and ensure that they are met by the new distributor.
· If the generating plant was set up for captive use and/or merchant sales, the state government cannot intervene to stop interstate sales.
· Amendments to the act to ensure open access must ensure these conditions. It is obvious that a supplier should be entitled to sell his product to any customer at a negotiated price, or determined on an exchange. The issue is complicated by the unwillingness to pay a higher price than they are accustomed to paying. We must have limited open access till supplies improve. We can make it operational immediately for captive generation, and to merchant plants.  For others, each situation must be examined in the light of the situation described in this note.

State governments must not intervene in pre-existing supply commitments
