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Procurer under the Guideline means the distribution licensee/licensees, or their Authorized Repre-
sentative, or an Intermediary Procurer. Intermediary Procurer, as the name suggests is an intermedi-
ary, designated by the Ministry of New and Renewable Energy, Government of India, or the State 
Government(s). They are tasked with aggregating power from different generators and selling it to 
distribution licensees, consuming entities, or open access consumers. 
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Introduction and Background 

The Government of India, in its commitment to increase the share of Renewable Energy (“RE”) 
sources and bring about the energy transition from fossil fuel-based sources to RE sources has set an 
ambitious goal to achieve 50% cumulative installed capacity from non-fossil fuel-based energy 
sources by the year 2030. Energy Storage Systems (“ESS”) are crucial in order to achieve this ambi-
tious target because of the inherent difficulties encountered in the production and the usage of the 
RE sources when compared with the conventional sources of energy. Conventional sources of energy 
like coal, nuclear, etc. can be stockpiled, their generation and energy output can also be controlled, 
however the same is not possible with the RE sources such as Solar, Wind, etc. which are to be used 
instantly or else they are lost forever.  ESS are used for storing energy available from RE sources 
which can then be used as per our requirements. Such storage, inter alia, helps in reducing the varia-
bility of generation in RE sources, improves grid stability and also benefits consumers by reducing 
peak deficits. In this backdrop, the Ministry of Power ("MoP") has released a National Framework for 
Promoting Energy Storage Systems, 2023 (“ESS Framework”).   
 

Existing Framework for the Promotion of ESS 

1. Legal Status of ESS 

As per the Electricity (Amendment) Rules, 2022, ESS are considered a part of the power system, as 
defined under clause (50) of section 2 of the Electricity Act, 2003 ("Act"). ESS owners/developers are 
permitted to lease or sell storage space to utility companies or Load Despatch Centres (“LDCs”) as 
well as to use the storage space themselves to buy and store electricity for future sale. It is pertinent 
to note that independent ESS is a delicensed activity at par with a generating company in accordance 
with section 7 of the Act.  

2. Energy Storage Obligation 

MoP notification dated July 22, 2022 envisions a long-term trajectory for Energy Storage Obligations 
("ESOs") by specifying a minimum percentage of electricity consumption within a distribution licen-
see's area that must be procured from RE through ESS. The RE purchased from an ESS also qualifies 
for Renewable Purchase Obligation ("RPO") compliance. 
 

3. Waiver of Inter-State Transmission System Charges 

MoP notification dated November 23, 2021 has exempted ESS from transmission charges for using 
Inter-State Transmission System ("ISTS"). This is done to facilitate RE integration in the grid and is in 
line with the National Tariff Policy of 2016.  
 

4. Rules for Replacement of Diesel Generator ("DG") sets with RE/Storage 
 
To further promote adoption of ESS by commercial and industrial consumers, the Electricity (Rights 
of Consumers) Amendment Rules, 2022 mandate that the consumers using DG sets as essential 
backup power should endeavor to shift to cleaner technology such as RE with battery storage in five 
years or as per the timelines specified by their respective state commissions. 
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5. Introduction of High Price Day Ahead Market 

 MoP vide notification dated October 11, 2022 has come up with a detailed framework for the 
High Price Day Ahead Market segment (HP-DAM) in the existing Integrated Day Ahead Market, 
wherein sellers with high cost of generation would be allowed to participate. Battery Energy Stor-
age Systems ("BESS") have been included in the list of eligible generators that are allowed to 
participate in the HP DAM segment of the Energy Exchange. This enables ESS developers to take 
suitable advantage of the price differential between Peak and Off-Peak tariffs. 

 
6. Inclusion in Harmonized Master List for Infrastructure 

In order to ensure easy access to institutional credit, concessional funds and reduce cost of bor-
rowing, Department of Economic Affairs ("DEA") vide notification dated October 11, 2022 has 
included ESS in the Harmonized Master List ("HML") of Infrastructure sub sectors by insertion of a 
new item in the category of ‘Energy’. 
 

7. Inclusion of ESS in Technical Standards for Connectivity to the Grid 

To promote faster and smoother integration of ESS with the grid, the Central Electricity Authority 
(“CEA”) has notified CEA (Technical Standards for Connectivity to the Grid) Regulations, 2007 and 
CEA (Amendment) Regulations, 2019 on February 6, 2019 which provide the requirements to be 
complied by ESS to get connectivity to the Grid at voltage level of 33kV and above.  

Measures under Consideration 

Above discussed policy measures have so far been instrumental in establishment of ESS in the 
country. However, keeping in view, the recent developments in the power sector in the country, 
following policy and regulatory measures are under active consideration as part of the present 
framework.  
 

1. Financial Incentives  
 

a.  Viability Gap Funding for BESS 

Viability Gap Funding (“VGF”) is essential for supporting initial uptake of BESS by consumers as 
the costs are high in the initial years owing to the lower volumes of production. In order to de-
crease the levelized cost of storage and make BESS a viable option, it has been proposed to offer 
VGF of up to 40% of the capital cost of the project, with the condition that the projects must be 
commissioned within 18 to 24 months. 
 

b.  Green Finance 

In order to accelerate the pace of establishment of ESS industry, the ESS Framework envisions use 
of sovereign green bonds for funding green infrastructure. This will also reduce the carbon inten-
sity of the economy. Further, financial institutions like PFC, REC, and IREDA may also extend long 
term loans to ESS projects. 
 
 

2. Guidelines for Resource Adequacy Plan (“RAP”) 

 

The CEA will release a Long-term National Resource Adequacy Plan (“LT-NRAP”) estimating the 
storage requirement at the national level for the next 10 years. Additionally, the distribution li-
censees will also be required to undertake a Long-term Discom Resource Adequacy Plan (“LT-
DRAP”) for a period of 10 years.  



 

 

The long-term RAP would give the trajectory for requirement of ESS from distribution level up to 
the national level. This will facilitate the developers, to plan for the additional capacity, well ahead 
of time. Furter the Electricity (Amendment) Rules, 2022 mandate that guidelines for assessment of 
resource adequacy shall be issued by the Central Government in consultation with CEA. Respective 
State Electricity Regulatory Commissions (“SERCs”) have also been mandated to issue regulations 
in accordance with the said guidelines. This statutory obligation of RAP would provide certainty in 
future demand of ESS.  

 
3. Connectivity and Grid Access 

 

The ESS Framework envisions connectivity of ESS to nearest ISTS on a priority basis. It is also under 
consideration that CEA and Central Transmission Utility (“CTU”) will include ESS while planning the 
ISTS system.  

 
4. Storage Capacity with future Renewable Generations  

 
In order to ensure adequate storage capacity to supply reliable power, new RE projects (excluding 
Hydro Projects) with an installed capacity of over 5 MW may be mandated to install ESS (of at least 
1 hour storage) for minimum 5% of the RE capacity.  

 
5. Facilitating Ease of Doing Business (“EoDB”)  

 

To facilitate EoDB in the field of ESS, the entire process, from bidding to installation and connectivi-
ty of the ESS is supposed to be completed within a specified timeframe. Simplification of the proce-
dures for ESS developers and investors is a priority area in this regard. The framework further out-
lines a system with minimum and concurrent clearance and permission procedures. A nodal agency 
would also be appointed to oversee the entire process and ensure the compliance with the rules 
and regulations in place. 
 

6. Regulatory Measures 

 

To achieve financial and commercial viability, ESS developers and intermediary agencies would be 
permitted to offer a range of market-based energy and power products. These products may  
include:  

a) Spot Energy Market  

b) Capacity Market/Energy Arbitrage (boosting capacity value by shifting off-peak genera-

tion to peak times)  

c) Provision of ancillary services to the grid  

d) Providing storage to other generating stations  

e) Bundling to make RE firm and dispatchable RE power  

f) Replacing DGs in various sites such as construction sites, commercial and residential 

areas, and islands.  

 
Further, ESSs that use renewable energy for charging may be provided with carbon credits based on 
appropriate calculation methodology. 
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7. Waiver of Cess, Tax and Duties 

The government may also consider tax benefits to ensure faster development of ESS.  

Given that storage is an intermediary system where energy is stored and released laterElectricity 
Duty (“ED”) and Cross Subsidy Surcharge (“CSS”) may not be made applicable on input power for 
charging of ESS as these systems are merely facilitating conversion of energy where electricity is 
stored during off-peak hours and discharged during peak hours. ED and CSS may only be levied on 
the final consumption of electricity. Further, state governments apart from providing government 
lands for setting up the ESS projects at a concessional rate, may also provide exemptions from 
stamp duty and other charges.  

7. Quality and Standards 

 In order to maintain quality and standards for BESSs, the Central Government may consider issu-
ing an Approved List of Models and Manufacturers (“ALMM”) for BESS for power sector applica-
tions, similar to the list of ALMM for Solar Photovoltaic Modules issued by the Ministry of New 
and Renewable Energy. Models and manufacturers included in the list would qualify for use in 
government or government assisted projects, projects under government schemes and projects 
set-up for sale of electricity to public utilities within the country.  
 

9. Recycling and Sustainability 

In order to ensure the shift from a linear economy to a circular economy based on the principles 
of 3Rs i.e., Reduce, Reuse, and Recycle, the end-of-life management plan may be included in the 
bidding documents of all ESS projects.  

 

10. Evaluation under the ESS Framework 

The strategy under the ESS Framework is to promote and accelerate the development of ESS in 
the country. The framework pertaining to ESS will be periodically revised as per feedback gath-
ered from the stakeholders and based on advances in technology. The concessions and incentives 
will be provided only for a limited period of time. With the deepening of supply chain in the up-
coming years, there is an expectation of decrease in prices of ESS. The government will review the 
situation regularly to determine whether to continue with the concessions and incentives. In the 
long-term, ESS deployment must be self- incentivized. 

Conclusion 

 For energy transition, shifting from fossil fuel-based capacity to RE capacity, it is necessary that 
the RE becomes dispatchable and available 24x7. This is possible only with ESSs. The ESS Frame-
work provides a complete roadmap to achieve this. It takes into account the financial incentives 
and tax waivers needed to attract potential ESS developers, plans for connectivity of ESS projects 
with the grid, measures for ensuring commercial viability of the projects in order to sustain their 
long-term operations. Finally, it also throws light on how the various efforts would be evaluated 
and how the changes in the same would be adopted in accordance with development in technolo-
gy and growth in ESS ecosystem.  
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