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CIRCULAR
All Members,

Dear Sir,

This circular is for such members who are availing power from Captive Generating Plant
(CGP). We wish to bring to your attention the following points for information:

Various definitions and provisions regarding captive generation as found in the Electricity
Act, 2003 viz.,

a. Section 2(8): "Captive generating plant” means a power plant set up by any person
to generate electricity primarily for his own use and includes a power plant set up by
any co-operative society or association of persons for generating electricity primarily for
use of members of such co-operative society or association.

b. Section 2(28): "Generating company"” means any company or body corporate or
association or body of individuals, whether incorporated or not, or artificial juridical
person, which owns or operates or maintains a generating station.

c. Section 2 (30): " Generating station™” or "station” means any station for generating
electricity, including any building and plant with step- up transformer, switch-gear,
switch-yard, cables or other appurtenant equipment, if any, used for that purpose and
the site thereof; a site intended to be used for a generating station, and any building
used for housing the operating staff of a generating station, and where electricity is
generated by water-power, includes penstocks, head and tail works, main and
regulating reservoirs, dams and other hydraulic works, but does not in any case include
any sub-station .

d. Section 2(47): "Open access" means the non-discriminatory provision for the use
of transmission lines or distribution system or associated facilities with such lines or
system by any licensee or consumer or a person engaged in generation in accordance
with the regulations specified by the Appropriate Commission.

e. Section 9: Captive Generation- (1) Notwithstanding anything contained in this
Act, a person may construct, maintain or operate captive generating plant and
dedicated transmission lines:

Provided that the supply of electricity from the captive generating plant through the grid
shall be regulated in the same manner as the generating station of a generating
company:

Provided further that no license shall be required under this Act for supply of electricity
generated from a captive generating plant to any licensee in accordance with the
provisions of this Act and the rules and regulations made thereunder and to any
consumer subject to the regulations made under sub-section (2) of Section 42.
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(2) Every person, who has constructed a captive generating plant and maintains and
electricity from his captive generating plant to the destination of his use:

Provided that such open access shall be subject to availability of adequate transmission
facility and such availability of transmission facility shall be determined by the Central
Transmission Utility or the State Transmission Utility, as the case may be:

Provided further that any dispute regarding the availability of transmission facility shall
be adjudicated upon by the Appropriate Commission.

A capitive user is one who consumes power from a CGP and one of the shareholders of the
Company owning the CGP. A captive user also needs to satisfy points mentioned in
Requirements of Captive Generating Plant (extract given below).

The relevant portion of the Electricity Rules, 2005 issued by the Central Government in
exercise of the powers conferred by Section 176 of the Electricity Act 2003 is under.

3. Requirements of Captive Generating Plant.-

(1) No power plant shall qualify as a ‘captive generating plant’ under section 9 read with
clause (8) of section 2 of the Act unless-

(a) in case of a power plant -
(i) not less than twenty six percent of the ownership is held by the captive user(s), and

(ii) not less than fifty one percent of the aggregate electricity generated in such plant,
determined on an annual basis, is consumed for the captive use:

Provided that in case of power plant set up by registered cooperative society, the
conditions mentioned under paragraphs at (i) and (ii) above shall be satisfied
collectively by the members of the co-operative society:

Provided further that in case of association of persons, the captive user(s) shall hold not
less than twenty six percent of the ownership of the plant in aggregate and such captive
user(s) shall consume not less than fifty one percent of the electricity generated,
determined on an annual basis, in proportion to their shares in ownership of the power
plant within a variation not exceeding ten percent;

(b) in case of a generating station owned by a company formed as special purpose
vehicle for such generating station, a unit or units of such generating station identified
for captive use and not the entire generating station satisfy (s) the conditions contained
in paragraphs (i) and (ii) of sub-clause (a) above including -

Explanation :-

(1) The electricity required to be consumed by captive users shall be determined with
reference to such generating unit or units in aggregate identified for captive use and not
with reference to generating station as a whole; and

(2) the equity shares to be held by the captive user(s) in the generating station shall
not be less than twenty six per cent of the proportionate of the equity of the company
related to the generating unit or units identified as the captive generating plant.

lllustration: In a generating station with two units of 50 MW each namely Units A and B,
one unit of 50 MW namely Unit A may be identified as the Captive Generating Plant. The



captive users shall hold not less than thirteen percent of the equity shares in the company
(being the twenty six percent proportionate to Unit A of 50 MW) and not less than fifty one
percent of the electricity generated in Unit A determined on an annual basis is to be
consumed by the captive users.

(2) It shall be the obligation of the captive users to ensure that the consumption by the
Captive Users at the percentages mentioned in sub-clauses (a) and (b) of sub-rule (1)
above is maintained and in case the minimum percentage of captive use is not complied
with in any year, the entire electricity generated shall be treated as if it is a supply of
electricity by a generating company.

Explanation.- (1) For the purpose of this rule.-
a. “Annual Basis” shall be determined based on a financial year;

b. “Captive User” shall mean the end user of the electricity generated in a Captive
Generating Plant and the term “Captive Use” shall be construed accordingly;

c. “Ownership” in relation to a generating station or power plant set up by a company
or any other body corporate shall mean the equity share capital with voting rights. In
other cases ownership shall mean proprietary interest and control over the generating
station or power plant;

d. “Special Purpose Vehicle” shall mean a legal entity owning, operating and
maintaining a generating station and with no other business or activity to be engaged in
by the legal entity.

Hence, members are requested to verify details Annually with respective generators to
ensure their status as capitive user. Failure to satisfy conditions of captive user may
lead to levy of Cross Subsidy Surcharge by TANGEDCO.

With Warm Regards

N. Pradeep
Secretary



