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The enactment of the Electricity Act, 2003 was a significant reform in India’s Power
Sector, aiming to introduce competition, ensure efficiency, and promote transparent
market mechanisms. Among its provisions, Section 66 of the Act provides that the
Appropriate Commission - either the Central or the State Commission - shall
endeavor to promote the development of a power market in a manner specified by
the Commission and guided by the National Electricity Policy.

In 2006, the Central Electricity Regulatory Commission (CERC) floated a Staff Paper
on ‘Developing a Common Platform for Electricity Trading’ pursuant to which the
CERC passed an order dated 18.01.2007 containing ‘Statement of Reasons’ for
development of a common platform for electricity trading towards the
establishment and management of the power exchange. Thereafter, the CERC vide
its order dated 06.02.2007 laid down the ‘Guidelines for the grant of permission for
setting up and operation of Power Exchange’. In pursuance thereof, the Indian
Energy Exchange (IEX) and Power Exchange India Limited (PXIL) were introduced
in the year 2008 as licensed trading platforms to facilitate organized transactions in
the short-term and day-ahead markets.

In 2009, the launch and execution of electricity forward contracts viz. ‘term ahead
delivery based contracts’ on power exchanges was enabled by the CERC vide its
order dated 31.08.2009. The then Future Market Commission (FMC), now SEBI,
communicated its objection with regard to the term ahead delivery contracts to the
Commission vide letter dated 23.09.2009 that such contracts could not be launched
by power exchanges without having to obtain a certificate of registration from the
FMC on the ground that these contracts envisage delivery after a period of more
than 11 days and that these are a category of forward contracts. Subsequently, FMC
moved to the Bombay High Court challenging the validity of the CERC’s order dated
31.08.2009 and also issued show cause notices to the power exchanges.

The Ministry of Power (MoP) vide its letter dated 30.09.2009 requested information
from the Commission in the above matter. The MoP had even earlier, vide letter
dated 30.08.2009, sought views of the CERC on the letter dated 07.08.2009 written
by PXIL wherein PXIL had raised two issues highlighting – (i) the need to revoke the
notification of the Ministry of Consumer Affairs dated 09.01.2006 under Section 15 of
the FCRA vide which electricity was brought under the purview of FCRA and, (ii)
raised a concern that such proposed amendments to FCRA may dilute CERC’s 
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regulatory role over power markets, including trading in electricity forwards, futures
and electricity derivatives and consequently, undermine MoP’s oversight of the
electricity sector’s development.

In this context, the CERC addressed a letter to the Ministry of Power (MoP) vide
letter dated 18.09.2009 with the subject ‘Advice of the Commission on issues relating
to regulation of electricity forward contracts and electricity derivatives markets’
wherein it raised concerns over overlapping jurisdiction between the regulators as
dual oversight could confuse power market development and dampen investor
confidence which will be contrary to consumer interest. The CERC asserted that the
Electricity Act, 2003 being a self-contained legislation entrusts sectoral regulation to
the regulatory commissions while the Forward Contracts (Regulation) Act, 1952
governs forward trading in essential commodities. The CERC further mentioned that
Section 18 of the FCRA specifically exempts non-transferable specific delivery (NTSD)
contracts from regulatory oversight of the Central Government unless a specific
notification under Section 18(3) is issued declaring which classes of NTSD contracts
are to be regulated. Further, CERC flagged that electricity derivatives, being
intrinsically linked to spot markets, require market maturity and regulatory clarity.
The CERC had earlier urged de-notification of electricity under the FCRA vide letter
dated 26.04.2006 and emphasized that FMC’s intervention risks market growth.

Thus, in view of the above, the CERC in its letter of advice addressed to the Central
Government recommended – (i) the Central Government to de-notify electricity
under Section 15 of the FCRA to enable unified regulation of power markets solely by
CERC, (ii) mentioned FMC’s objection to ‘term ahead delivery based contracts’ is not
sustainable and expressed the need to issue an appropriate amendment to Section
14A or 18(1) of the FCRA to the effect that Electricity NTSD Contracts are expressly
excluded from FMC registration requirements.

Thereafter, the CERC notified Power Market Regulations, 2010 on 20.01.2010
purporting to exercise jurisdiction over forward contracts and futures in electricity. In
response, MCX and FMC filed writ petitions before the Bombay High Court
challenging the said Regulations on the ground of arbitrariness, malafied intent,
violative of Article 14 of the Constitution and that the regulations unjustly bar them
from entering forward contracts.

The High Court of Judicature at Bombay, vide order dated 07.02.2011 passed in Writ
Petition No. 1197 of 2010 & 1604 of 2009, declared certain parts of the CERC’s Power
Market Regulations, 2010 to be inoperative to the extent which deals with the
aspects of future contracts or forward contracts. The Court further held that
neither the FMC nor the CERC, or the authorities/commissions under their authority
had sole or exclusive jurisdiction to regulate and control forward trading or future
contracts in electricity.
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“The regulations of CERC as notified on 20 January 2010, which deal with the
aspects of futures contracts or forward contracts, are inoperative to that extent
only.”
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Further, the Court held that:

‘Neither the Forward Market Commission nor the CERC enjoys sole or exclusive
jurisdiction over forward trading/future contracts in electricity.’

Pursuant thereto, separate appeals were filled before the Hon’ble Supreme Court
through multiple Special Leave Petitions (SLPs) challenging the order passed by the
Bombay HC. These appeals remained pending for nearly a decade.

During the pendency of the appeals, the Ministry of Power constituted a
Committee on Efficient Regulation of Electricity Derivatives. The said Committee
issued an Office Memorandum dated 10.07.2020 which laid down the settled terms
delineating the respective jurisdictions of the Securities and Exchange Board of
India (SEBI) and the Central Electricity Regulatory Commission (CERC), as agreed
upon by the parties as follows –

“All ready delivery contracts and Non-Transferable Specific Delivery Contracts
(NTSDCs) in electricity, wherein the rights and liabilities are not transferable,
entered into by members of the power exchanges registered by the CERC shall be
regulated by the CERC.”

“All commodity derivatives in electricity other than NTSDCs shall fall under the
purview of SEBI.”
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These settled terms reinstated the 2009 advisory line, delineating the jurisdictions of
the SEBI and the CERC with respect to NTSDCs and commodity derivatives in
electricity other than NTSDCs.

The Hon’ble Supreme Court, vide its order dated 06.08.2021, disposed of the appeals
with the consent of parties and held that the challenge to the impugned order of
the Bombay HC no longer survives. The Hon’ble SC further directed the parties to
abide by the terms and conditions as recommended by the Committee and the
Office Memorandum in its letter and spirit.

MCX vs. CERC & Ors., W.P. No. 1197 of 2010.1

The Bombay High Court declared :1
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The Court held:

“The parties are directed to abide by the terms and conditions as recommended
by the Committee on Efficient Regulation of Electricity Derivatives and the Office
Memorandum dated 10.07.2020 issued by the Ministry of Power in its letter and
spirit.”

As per this framework, CERC now regulates Non-Transferable Specific Delivery
Contracts (NTSDCs) while SEBI regulates all other electricity commodity
derivatives other than NTSDCs.

Following this, MCX and NSE announced the launch of the Electricity Futures
Contract with effect from July 10, 2025 – marking the first operationalization of SEBI’s
regulatory mandate in the electricity derivatives market. These contracts are:
Standardized, exchange-traded and Cash-settled - Regulated under SEBI’s
commodity derivative framework.

This launch represents a watershed moment transitioning India’s Electricity sector
from pure physical procurement models to hybrid price-risk markets, enabling
hedging, transparency, and financial innovation thus, signifying a notable
development in India’s power markets.

Further, the CERC has also released the draft CERC (Power Market) (First
Amendment) Regulations, 2025 through which CERC is proposing amendment in
the form of recognition of Virtual Power Purchase Agreements (VPPAs) in relation to
the Indian power market. The said draft regulations are yet to be notified.
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The following table outlines the regulatory framework and legal position with
respect to NTSDCs and commodity derivatives other than NTSDCs, highlighting the
roles of regulators after delineating the respective jurisdictions of the SEBI and the
CERC in light of the Hon’ble SC judgment.

Jurisdictional Framework of
Electricity Derivatives 
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Aspect
Before 2021 (Pre-SC

Order)
After 2021 (Post-SC Order &

MoP Office Memo 2020)

Regulator for Spot,
real-time, and Term-

Ahead Markets

CERC through power
exchanges (IEX, PXIL)

CERC

Regulator for
Forward/Futures

Claimed by CERC;
challenged in court

CERC – All ready delivery
contracts and Non-

Transferable Specific Delivery
Contracts (NTSDCs)
SEBI – All commodity

derivatives other than NTSDCs

Regulatory Status

Potential Regulatory
overlap; litigation

pending (Bombay HC
struck down CERC’s

regulation in 2011)

Clear jurisdictional delineation
between CERC (NTSDCs) and
SEBI (commodity derivatives

other than NTSDCs)
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Advice of the CERC on issues relating to regulation of electricity
forward contracts and electricity derivatives markets
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Order dated 06.10.2021 passed by the Hon’ble Supreme Court in
Civil Appeal No(s). 5290-5291/2011
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Order dated 06.10.2021 passed by the Hon’ble Supreme Court in
Civil Appeal No(s). 5290-5291/2011
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Order dated 06.10.2021 passed by the Hon’ble Supreme Court in
Civil Appeal No(s). 5290-5291/2011
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Order dated 06.10.2021 passed by the Hon’ble Supreme Court in
Civil Appeal No(s). 5290-5291/2011
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Press Release by PIB titled “10 years long pending jurisdictional issue related
to power market between CERC and SEBI resolved by Hon’ble Supreme
Court” dated 07.10.2021
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Press Release by PIB titled “10 years long pending jurisdictional issue related
to power market between CERC and SEBI resolved by Hon’ble Supreme
Court” dated 07.10.2021



Annexure-c (3/3)

21 Independent Power Producers Association of India 

Press Release by PIB titled “10 years long pending jurisdictional issue related
to power market between CERC and SEBI resolved by Hon’ble Supreme
Court” dated 07.10.2021
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