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INTRCDUCTION

1, the Chairman, Standing Committee on Energy having been
authorised by the Committee to present the Report on their behalf,
present this Forty-Fifth Report {Thirteenth Lok Sabha) on the Action
taken by the Government on the reconunendations contained in the
40th Report of the Standing Committee on Energy on Demands for
Grants (2003-2004) of the Ministry of Power.

2. The Fortieth Report of the Standing Committee on Energy was
presented to Lok Sabha on 8th April, 2003, Replies of the Government
to all the recommendations contained in the Report were received on
13.11.2003. Replies to recommendations related te the Ministries of
Coal and Finance were received on 25.8.2003 and 24.9.2003 respectively.

3. The Standing Comunittee on Energy considered and adopted
this Report at their sitting held on 25th January, 2004.

4. An Analysis of the Action Taken by the Government on the
recommendations contained in the Portieth Report of the Committee is
given at Appendix-IL

5. For facility of reference and convenience, the observations and
recommendations of the Committee have been printed in bold letters
in the body of the Report.

New Dermn; SONTOSH MOHAN DEV,
3 February, 2004 Chairman,
14 Magha, 1925 (Saka} Standing Committee on Energy.




CHAPTER I
REPORT

This Report of the Commitiee deals with Action Taken by the
Govemnment on the recommendations contained in the Fortieth Report
(Thirteenth Lok Sabha) of the Standing Committee on Energy on the
Demands for Grants {2003-04) of the Ministty of Power which was
presented to House on 8.4.2003.

2. Action Taken Notes have been received from the Government
in respect of all the recommendations contained in the Report. These
have been categorised as follows:—

{i} Recommendations/Observations that have been accepted by
the Government:

SL Nas. 1, 2, 4, 8, 10, 13, 12, 13, 14, 15, is, 17, 27, 28, 29,
30 & 3

(li) Recommendations/Observations which the Committes do
not desite to pursue in view of the Government's replies:

Sl Nos. 5, 7, 18, 21, 22, 25, 32, 33, 36 & 37

{ili) Recommendations/Observations in respect of which replies
of the Government have not been accepted by the
Conunitlee:

5L No. 24

(iv) Recommendations/Observations in respect of which final
replies of the Government are still awaited:

5. Nos. 2, 6, 5, 19, 20, 23, 26, 34 and 35

3. The Commitiee desire that final replies in respect of the
recommendations which have been categorised as interim replies by
the Committee should be furnished to them at the earliest.

4. The Committee also desire that utmost importance should be
given to the implementation of recommendations accepted by the
Government. In case, it is not possible for the Government to
implement the recommendations in letter and spirit for some reason
ar the other, the matter should be reported to the Commitiee in
time with reasons for non-implementation.



5. The Committee have examined, in detail, the Action Taken
Gtatement Furnished by Ministry nf Power in response te the
observationsirecommendations made by them in their 40th Report
{13th Lok Sabha}. Prima facic, the Committee are of the view that
the replies fumnished by them are casual, unsatisfactory, vague and
lack depth. The Committee take strong note of the fact that each
and every observation/recommendation, has not been reacted at all.
For instance, suggestinn like Power PSUs to take their own
investment decision (Para No. 2.11), steps taken to electrify the de-
electrified villages {(Para No. 2.51), appraisal of Kutir Jyati in
Performance Budget Document of the Minisiry of Power (Para No.
2.52), system of rewards for completion of project ahead of schedule
for Power PSUs {Para No. 2.65), have not been responded to and
overlooked conveniently. It seems Ministry of Power is just collecting
information/datafviews of Power PSUs on the suggestion of the
Committee and forwarding the same to them without going into
details any further. Tt indicates the lack of application of mind by
Ministry of Power. The Committee totally disapprove this, The
Committee feel that Ministry of Power/Government would fail in
their duty and do no public service, if the suggestions of the
Committee are not responded and forgotten conveniently and making
the labour gone into by the Committee, infructuous, if such things
are allowed to happen., The Committee, therefore, desire that each
and every suggestion/recommendationfobservation of theirs be
responded without any reservation. The Committee would now like
to be apprised of the action taken in the matter.

6 The Committee will now deal with the Action Taken by the
Government on some of their Recommendatons/Observations made
in the Forbeth Feport.

A. Delegation of Financial Power to Ministry/PSU
Recommendation (51, No. 2, Para No. 2.11)

7. The Committee had observed that as per the existing procedute
in vogue, each thermal power project costing mare than Rs. 2500 crore
is apprised by Central Electricity Authority. Simifatly, the limit for
hydro project was reported to be Rs. 250 crore. Further, all hydro
projects involving river flowing through more than one State also
required CEA clearance. By implication, the Cormumittee found that all
the hydro projects irtespective of capacity cost needed CEA nod for



execution. The Committee, had further noted that power projects costing
more than Rs. 100 crare need clearance from Cabinet Committee on
Economic Affairs (CCEA). The Ministry of Power had informed the
Committee that in order to utilize the budgeted amount, the prograss
of expenditure had to be monitored by them. In order to step up the
utilisation of funds, Ministry of Power had suggested that the existing
procedures for obtaining approval of projects be streamlined. In this
regard, the Ministry of Finance had stated that enhanced delegation
was permitted to various Central Ministries including Power as recently
as February, 2002. The Ministry of Finance had also stated that they
were open to any measure which lead to faster improvement of power
projects as well as better utilization of funds allocated to power sechor.
In this connection, taking note of the fact that NTPC did not need
CCEA clearance since they do not require budgetary support and at
times they had executed their projects such as Talcher & Simhadri,
nine and four months ahead of schedule, the Committee had felt that
the present ceiling prescribed for CCEA approval is too meagre. The
Cornmittee had, therefore, recommended that Government should
appropriately enhance delegation of financial powers to the Ministry
of Power so that delay occurring on account of investment clearances
is reduced to a minimum. At the same time, the Committee had also
tecommended that Government should allow other power sector PSUs
to take their own investment decisions, rather than routing them

through CCEA, on the lines of NTPC.

8. The Government in their reply have stated that the Ministry of
Power have taken up the issue of enhanced delegation of financial
powers with the Ministry of Finance.

9. The Committee find the reply of the Ministry of Power which
merely states that the issue of enhanced delegation of Fnancial
powers has been taken up with the Ministry of Finance as
unsalisfactory and evasive. As the Ministry of Finance themselves
have stated that they are open to any measure which leads to faster
power project implementation, the aversion made by Ministry of
Power, the Committee feel, indicates lack of co-ordination between
the two Ministries, The Committes, therefare, strongly urge the
Government (Ministry of Power} to expedite the matter with the
Ministry of Finance. The Cummittee are also constrained to note
that the reply of the Government is silent on allowing ather Power
Public Sector Undertakings to take their own investment decisions
on the lines of NTPC rather than routing through the Cabinet
Committee on Economic Affairs. The Committee would await the
action taken by the Government in this regard.



B. Need to augment Hydel Power Capaciky
Recommendation (51 Weo. 4, Para No. 2.35)

0. Expressing their concern over adverse hydel thermal mix, the
Committee had recommended that the Government should revise
downwandly the ceiling of a Mega Hydel Project and desired that any
hydel project with a capacity of 100MW and above should be made
eligible to avail the benefits under Mega Power Policy.

11. In their reply, the Government have stated that they are aware
of the need to improve the hydre thermal mix and is according high
priority to exploit the untapped hydro-electric potential in the country.
To accelerate the process of survey and investigation of the new hydro-
electric sites and to create a shelf of feasible projects which could be
taken up for execution, the Central Electricity Authority has carried
out a preliminary ranking study of the balance hydro sites to enable
potential hydro developers to take up detailed survey and investigation,
cost estimates and tentative tariff for the most atbractive and viable
schemes in each basin in a phased manner Through a process of
countrywide consultation. 162 hydro-electric schemes, with an estimated
capacity of 50,560 MW, have been identified for preparation of
feasibility studies. This initiative for tapping 50,000 MW of hydro power
was launched by the Hon'ble Frime Minister on 24th May 2003, and
will pave the way for the creation of a shelf of projects which will be
implemented in the next two plans. This exercise is being undertaken
by various organizations under the overall coordination of CEA. A
number of proposals have been received for modifications in the mega
power policy. The suggestions include reducing the thresheld limit in
terms of project capacity so that more projects could be included for
the fiscal concessions available under the policy. The issues are presently
under-ministerial consultation and a decision will be taken in due
COUrse.

12, The Committee are unhappy to observe the inordinate delay
in the modification of Mega Power Policy to give benefits and
incentives to Hydro Power Projects below 500 MW. The Committee
are of the view that the Government is not serious enough to promote
hydel power in the country as they have still not taken any decision
on a number of proposals received for modification in the Mega
Power Policy including reducing the threshold limits in terms of
project capacity and thia Committee's specific recommendations to
reduce it for hydel projects with a capacity of 100 MW, The
Committee, reiterate their earlier recommendation and desire that
the Government should immediately conclude the Ministerial
consultations and apprise the Committee of the decision taken in
this regard.



C. Village Electrification
Recommendation (81, MNo. 8§, Para No. 2.51)

13. Taking note of slow pace of rural electrification, inspite of a
number of schemes/programmes at Cenlral/State levels, the Comunittee
had recommended to step up their efforts in this regard. The Cormmittee
had also expressed their unhappiness over undue iong time taken in
clearance of Accelerated Rural Electrificabion Programrme (AREP) which
was announced by the Government during the budget for the year
2002-03 pending approval of the Group of Ministers. The Committee
had desired its implementation without any further delay. The
Comumittee alse recommended the Government to take desired steps
50 that States having backlog of un-electritied villages should draw up
an action plan to cotnplete the village electrification by 2007 and get
it expedited. The Committee had desired to know the steps taken to
electrify villages which had been de-electrified due to one or the other
reasor.

14. The Government, in their reply have inter-alia stated that there
ara 70,135 un-electrified villages in the country as on 31.3.2003. During
the year 2002-03, 6350 villages have been electrified which is more
that 50% of the villages electrified during the 9th Five Year Flan.
There are no constraints of funds for mural elecirificabon. However,
the pace of rural electrification during the 9th Five Year Plan has
slowed down as compared to the 8th Five Year Plan because of the

following teasons:

() Leftover villages are genetrally located in remote and difficult
areas.

{iiy Electrification of villages has become costly and un-
remunerative.

(iiiy Inadequate sub-fransmission and distribution system.

fiv) WNon-repayment of dues of REC resulting in noe sanction of
fresh projects.

(v) Lack of demand from the consumers due te general
backwardness and poor economic cemditions.

15. As a follow up of Finance Minister’s budget speech of 2002-03,
Government introduced a new interest subsidy scheme called
‘Aceelerated Rural Electrification Programme (AREP}Y during the year
2002-03 for electrification of unelectrified villages, un-electrified hamlets,



dalit bastis and househalds. Under this programme 4% interest subsidy
is available to States on loans. During the year 2002-03, Rs. 157.87
crore has been utilized under AREP

16. According te Ministry of Power, in order to accelerate the pace
of rural electrification in the country, the following initiatives have
been taken—

{1)

(i)

(iid)

(iv)

{v}

From the year 2001-02 Rural Electrification has been treated
as basic minimum service under Pradhan Mantri Gramodaya
Yojana (PMGY). Under this programme funds are released
for all six components including rural electrification. During
the year 2002-03, Rs. 363 crore was released under PMGY
for tural electrification. In 2003-04, a budgetary provision of
Rs. 2767 c¢rore has been made under PMGY for all the six
components including rural electrification.

Under Minimum Needs Programme (MNP), Rs. 600 crore
has been released to the States during 2002-03 as compared
te release of Rs. 175 crore in the year 200102, Again during
2003-4 a budgetary provision of Rs. 600 crore haz been
kept under MNP.

REC has also offered a new financial package to State
Electricity Boards/States-loans on very low rate of interest
for village electrification, electrification of hamlets and dalit
bastis ranging from 3 to 4%. The unique feature of this
scheme is that if the projects are successfully implemented
within the project schedule, the concessional interest rate
will be considered for watver by REC and refunded to the
borrower, this makes the scheme virtually interest free. REC
has earmarked Rs. 500 crore every year for village
electrification for the next four years.

As per the Electricity Act, 2003, local generation and
distribution of electricity (Stand alone system) in rural areas
has been exempted from licencing and Electricity
Distribution in rural areas by local autherities. Panchayat
Institutions, Users associations, Co-operative societies, non-
governmental organisation, or franchisees has been
encouraged.

REST Mission has been launched by the Government of
India to provide access to electricity at affordable levels to
rural areas based on technology options and innovative
financing.



In the State Power Ministers’ conference held on 12th June, 2003,
all the states present there resolved to electrify all the villages by 2007
and coverage of all household by 2012

17. Although the Committee are happy to note that the
Government have taken elaborate steps to boost the pace of village
electrifications and States have resolved to electrify all villages by
2007 and coverage of all households by 2012, the Committee find
that the Government’s reply is silent abouat the steps taken to electrify
villages which had been de-clectrified due to one or the other reason,
especially in the State like Bihar. The Committee would like to be
apprised of the action taken by the Govemment in this vegard. The
Committee feel that the incidents of villages and hamlets declared
electrified, having wunder-gone de-electrification may jeopardize the
Governments plan to electrify all the villages by 2007 and coverage
of all household by 2012, The Committee, therefore, would like to
know the steps taken by the Government to ensure that villages
once electrified remain electrified by all means and all households,
irrespective of backwardness, remoteness, difficult areas and poor
economic conditions are coversd by the year 2012

D. Kutir Jyoti Scheme
Recommendation {S1. No. 9, Para No. 2.52)

18. Taking note of the fact that neither the Performance Budget
2003-04 nor the Annual Report 2002-03 of the Ministty of Power
pravide any information about Kutir Jyoti Programme, an important
programme for rural electrification, for which Rs. 10000 crore were
budgeted for the year 200304, the Committee had desired that the
Government should ensure that appraisal of such an important scheme
is featured regularly in the Performance Budget and Annual Repeort of
the Ministry of Power in Riture,

19. In their reply, the Government have stated that as regards
appraisal mechanism for release of cormections under Kubir Jyoti,
mechanism for allocation and sanction for funds under Kubir Jyoti
programme, is in accordance with the guidelines on Kutir Jyoti
programme, allocabion of grant as provided in the budget during each
year is made State-wise in proportion to the rural population/number
of rural households below poverty line and intimated to SEBs/Gtate



Fower Departments in the beginning of the year Based on the request
for sanction of Kutir Jyoli connections for the year received from them,
sanction is conveyed and on their acceptance of the same, an advance
of 50% of the grant sanctioned is released to them. The balance S%
iz disbursed on actual release of connection as per list of beneficiaries-
bBlock-wise/taluka-wise fumished by them. REC officers in the Project
Offices in the States during their field visits invariably monitor the
progress from the records of the SEBs/State Power Utilities and also
catry out physical verificabion of at least 2 per cent of connections
reported as released by them. As regards an independent evaluation
of Kutir Jyoti Programme, a study on ‘socio-economic impact of Kutir
Jyoti Programme in Rural Areas’ was got completed by REC in
February, 2000 through ORG Centre for Social Research, Vododara, In
order to have another evaluation of this programme done afresh to
ascertain the jmpact it has made to improve the quality of lives of
rural poor households in lighting of their homes, it has been decided
o commission independent studies {on regional basis like Eastern,
Western, Southern and Neorth Eastern) in selected States covering al
least twe representatives States in each Region. National productivity
Council (NFPC), the Energy and Resources Institute {TERI} and Naticnal
Council of Applied Econoemic Research (NCAER) are being
commissioned for this purpose.

20, The Committee are satisfied with the present appraisal
mechanism for allocation and sanction of funds under Kutir Jyoti
Programume to various State Governments. The Committee also find
that the Government have not responded to their recommendation
of ensuring appraisal of important scheme like Kutir Jyoti on a
regular basis in the Performance Budget of the Ministry. The
Committee reiterate their earlier recommendation of incorporating
performance appraisal of the scheme in the Performance Budget of
the Ministry.

21. The Committee have observed that the Government are
commisstoning study by various agencies to evaluate Kulir Jyoti
Programme on regional basis covering at least two repregentative
States in each region. The Committee are of the view that a
representative/sample study cannot be conatrued to be applicable to
each and every constituent of the region, The Committee, therefore,
recommend that each and every State should be evaluated for the
performance of Kutir Jyoti Programme and the deficiencies revealed
be made good. All the States could be covered either by engaging
some more agencies or the identified agencies directed to evaluate
all the States in a particular region.



E. Project planning and implementation in DVC
Recommendation (Sk. No. 19, Para No. 2.83)

22. Expressing their unhappiness over failure of DVC to add new
capacity, the Committee, had recornmended that DVC should review
their project planning and implementation mechanism so that the
projects are comonissioned as per schedule in DPRs.

23. The Government, in their reply have stated that DVC is
reviewing the project planning and implementation programme so that
the projects as commissioned as per schedule. During the 10th five
year plan the following projects of DVC are scheduled for
commissioning as per the dates indicated against such of them:—

51.Na. Project Targeted date of commissioning
1. Mejia TPS Unit-IV September, 2004
2, Mejia TP5 Unit-V March, 2006
3. Miejia TPS Unit-VI September, 2006
4, Chandrapur TPS Umt-VI judy, 2006
5 Chandrapur TPS Unit-VIII November, 2006
6. Maithon Right Bank Thermal 2006-07

Power Station (4x2%0 MW)

24, The Committee are unhappy to note the casual approach
adopted by the Government by merely intimating that the Damodar
Valley Corporation {(DVC) is reviewing the project planning and
implementation programme to ensure commissioning of project as
per schedule. The Committee desire to know the conshructive action
taken by the Government/DVC o implement their recommendation
and wouild, therefore, like to know the details of flaws identified in
project planning of DVC and the steps taken to overcome them.

E  Fuel supply agteement for Maithon Right Bank Thermal Power
Statiom

Recommendation {SkiNo, 20, Para No. 2.39}
25. The Conunitiee had noted that Long Term Coal Supply Linkage

for 1000 MW Maithen Right Bank Power Station initially granted by
the Standing Linkage Committee in 1997 for supply of 3.9 mtpa, was



subsequently revised to 4.864 mtpa, vide Ministry of Coal Letter
Ref. No. 47011 /11/9&/CPA dt. 31st August 1999. The Chairman and
Managing Director, Bharat Coking Coal Limited (BCCL) confirmed
allocation of coal froim certain coal mines, which was later reconfirmed
in the Coal Linkage Commitiee Meeting, dated 30th April, 2002 and
it was decided that Fuel Supply Agreement (FSA} would be signed by
September 2002. However, the Committee were unhappy to note that
on further follow-ups to conclude the Fuel Supply Agreement, BCCL
infermed that the above-identified coal blocks were no longer availahle
and hence the FSA could not be signed. Instead in August 2002, BCCL
put up a proposal to supply coal from its other coal mines viz. Laikdih,
Salanpur {A,B,C&DY) mines. The Committee had deplored the way the
Ministry of Coal had not intervened in the matter and the linkage
granted by Standing Linkage Committee in 1997 subsequently annulled.
The Cornmitiee had felt that such action were unwarranted on the
part of the coal companies and recommended that the matter should
have been brought to the notice of the Cabinet Committee on Economic
Alffairs of by the Ministty of Fower. At the same time, as the Maithon
Power Project with a2 capacity of 1000 MW promoted jointly by BSES
and the Damodar Valiey Corporation scheduled to be comumnissioned
m the 10th Five Year Plan and had a direct bearing on the proposed
power development programme, the Committee strongly urged the
Governmnent to take steps to ensure that either Fuel Supply Agreement
from the nearby coal source is concluded or a suitable mine block in
the neighbouring area allotted immediately to the promoters.

26. In their reply, of the Government have stated that as per the
information received from DVC, Coal Linkage of 4.864 million tones
per annum has been granted by the Standing Linkage Committee (long-
termn) for Maithon Right Bank Thermal Power Station. This linkage
has been confirmed by CMD, BCCL in the 18th meeting of the
Screening Committee held on Sth May, 2003. BCCL has also forwarded
draft copy of Fuel Supply Agreement and the same is under review
by M/s MPL and further discussion with BCCL is scheduled to be
held shortly.

27. In this regard, the Ministry of Coal have informed that BCCL
has intimated to the CEO, Maithen Power Company vide letter dated
10.7.2003 wherein it has been mentioned that coal supply to the project
will be made from the same basket from where coal is being supplied
to DVC. The date of signing the Fuel Supply Agreement with DV(C
and Maithen Power Company which was scheduled on 16.7.2003 has
been deferred. Tt is reported to be fixed shortly.



28. The Commitiee find that on the question of Fuel Supply
Agreement for 1000 MW Maithon Right Bank Power Station, the
Ministry of Power had earlier informed that Long Term Coal Supply
Linkage was initially granted by the Standing Linkage Committee
in 1997 for supply of 3.9 mipa which was subsequently revised to
4.864 mtpa, vide Ministry of Coal Letter Ref. No. 47011/11/96/CPA
dt. 315t August 1999. The Chairman and Managing Director, Bharat
Coking Coal Limited (BCCL) confirmed allocation of coal from certain
coalmines, which was later reconfirmed in the Coal Linkage
Committee Meeting, dated 30th April, 2002 and it was decided that
Fuel Supply Agreement (FSA) would be signed by September’ 2002.
However, the Cammittee were unhappy to note that on further
follow-ups to conclude the Fuel Supply Agreement, BCCL informed
that the above-identified coal blocks were no longer available and
hence the FSA could not be signed. Instead in August 2002, BCCL
put up 2 proposal to supply coal from its other coal mines wiz,
Laikdih, Salanpur (A,B,C,&D) mines. The Government have naw
stated that linkage of 4.864 mtpa has been granted by the Standing
Linkage Committee of Maithan Right Bank Thermal Power Station
without clarifying as to whether there is any shift of mine from
which cnal was initially proposed for the project and if so, the
reasons therefor. The Committee are constrained to note that at times
the Government have failed to provide adequate information and
therefore the Committee feel unhappy by the incomplete and evasive
replies furnished to them. The Committee would, therefore, like g
know the steps taken by the Government to ensure that proposed
Fuel Supply Agreement is not annulled/changed without the consent
of the consumers which in this particular case is the Mathion
Thermal Power Project. It may also be indicated, if it has been
changed, how it is likely to affect the cost of the project and the
cast per unit.

G. Present status of Tripura Gas Turbine Project and Tipaimukh HE
Project

Recommendation (SLNo, 23, Para Na. 2.103)

2%, The Committee were perturbed to note that works on Tuivai
HE. Project, Tipaimukh HE {multiputpose} Project, Tripura Gas Turbine
Froject, Lower Kopili H.E. Project and Ranganadi HE. Project-Stage-I!
could not be taken up so far during the year 2002-03, pending
Investment approval. The Committee had desired that Government to
ensure financial closure of the Tripura gas-based power project of 500
MW targeted to be commissioned during 10th Plan at the earliest. The
Committee had also recommended that besides investment approval



for the project, the Govemment should also ensure required quantity
and quality of gas for the project. The Comumittee were, however, glad
to note that Techno-Ecenomic clearance of Tipaimukh H.E.
(Multipurpose} Project is reported to be expected very shartly and the
Government of India was according top most prority for start of this
project within this year and it was expected that all statutory clearances
would be obtained and investment approval to the project would also
be obtained during the year A provision of Re, 40.00 crore as net
budgetary support had been provided for this project for the year
2003-04 so that infrastructure development works couid be taken up.
In view of this, the Committee had recommended the Government o
take all necessary steps to ensure that work on Tipaimukh Dam should
at least start during 2003-04 and the provision of Rs. 40.00 crore through
NBS be fully expended.

30. The Government in their reply as regard to the present status
of Tripura Gas Based Combined Cycle Power Project (280 MW) have
stated that considering reduced availability of gas of IMMSCUMD,
revised DI'R for capacity of 280 MW was submitted to CEA and revised
TEC has been issued by them on 25.4.03 at a present day estimates
cost of Rs. 891071 crore and a completed cost of Rs. 971.02 crore.
Further pre-FIB memorandum has been submitted to Ministry of Power
on 125.03 with a revised capacity of 280 MW. Pre-PIB meeting is
scheduled for 20th June, 2003.

31. As regard to present status of Tipaimukh H.E. Froject (1500
MW), the Government have stated that status of Mol and NOC &rom
State Government's of Manipur, Assam and Mizoram have been already
signed / obtained CEA is being perused for early accord of TEC and
funding of the project ie. letter of comfort from PFC obtained. Letter
of confront has also been obtained from PTC.

32. Following further steps have been taken to execute the
Tipaimukh H.E. project:—

(i) TEC by CEA
{ii} Pre-PIB/PIB
{iif) Environment and Forest clearance. Work for EIA and EMP
studies have been awarded and the same is under progress,
after which formal application for obtaining E&F clearance

from MOE&F will be submitted. 1st stage and 2nd site
clearances cbtained from MOE&FE :

{iv) CCEA dearance and

(v} Parallel activity for preparation of tender documents for
short-listing of prospective bidders have already been taken

up.



33. The Committee are surprised to note that although the replies
of the Government have been received on 13th November, 2033, the
information received by the Government have indicated the status
of Tripura Gas-based Combined Cycle Power Project (250 MW) and
Tipaimukh Hydro-Electric Profect (1500 MW) az on March, 2003. The
Committee feel that the action of Government on Fhe
recommendations of the Committee had belittled the status of the
Parliamentary Committee as no updated information has been
furnished and no concrete action has been taken an the
recommendations of the Commitiee. The Committee, therefore, take
a strong note of such lackadaisical approach that has been adopted
by the Government while furnishing the Action Taken Replies to
Commititee’s observation/tecommendation, The Commitiee desire that
Government should ensure that replies furnished to them are clear,
updated and complete in all respect. The Committee would however,
like to know the present status of the projects referred to above.

H. Steps Needed to Reduce Cost of Hydro Project
Recommendation (51.No. 24, Para Nao. 2.104)

3. The Committee had noted that in the event of loading of
security expenditure, diversion of national highway, flood moderation
scheme on the project cost, the Tipaimukh Hydel Project would become
unviable. If such costs were excluded from project cost this would
bring down tariff by 87 paise per kilowatt. The Committee had
expressed their view that no power project should be abandoned in
North-East/J&K regions on the grounds of security. At the same time,
the Committee had recommended that cost of security should not be
loaded on project cost. Similarly, adequate provisions should be made
in the budget of Department of North-Eastern region and Water
Resources for imding flood moderation schemes. The Committee found
that Ministry of Water Resources had been operating a scheme for
flood control in Brahmaputra and Barak valley under which grant
was provided for undertaking works of flood control and moderation
schemes. The Committer had desired that funds should be provided
in the budget for meeting expenditure on account of the flood
moderation scheme on account ¢f Tipaimukh hydel Project. The
Committee alse desired that the Government should make appropriate
fund in the budget of Ministry of Surface Transport for meeting
expenditure for diversion of national highways occurring as a result
of thiz project.



35. The Govemment in their reply have inter-aliz stated that the
Hydre Clectric Projects in North East and J&K are located in difficult
areas requiring adequate arrangements of security both at the project
site as well as at the project establishment. The responsibility to make
security arrangements as per the agreements signed by the CPEUs
with the State Government rests with the State. The State Government
of Manipur has to provide adequate and full security to the project.
In case adequate security is not provided, various stages of project
implementation will be delayed causing cost and time overrun and
good contractors will not bid for the project. Therefore, it was imter-
alia, decided in the meeting held on 2.12.2002 between the Minishry of
Home Affairs and Government of Manipur to ensure that the security
cost should not be loaded on the project cost. In view of the above
the Government of Manipur has been advised, wide this Ministry’s
D.0. letter dated 28.2.2003 to take up the matter with the Ministry of
Home Affairs for their assistance in providing security around the
Tipaimukh HE Project. Thereafter, Ministry of Power would also take
up the issue with the Ministry of Home Affairs, ¥ necesgary. The
Government have further stated that the recommendations of the
Commitee have also been forwarded to Ministry of Water Resources,
Brahmaputra Board, Ministry of Surface Transport and Development
of Morth Eastern Repion for taking appropriate action for making
provision in their budgets for flood control, for meeting expenditure
for diversion of National Highways occurring as a result of
implementation of Tipaimukh Hydel Project scheme.

26. According to Ministry of Power, Ministry of Water Resources
have informed that the funds as envisaged in the budget for meeting,
cxpenditure on the flood moderation for Tipaimukh Hydel Project can
not be incorporated through the scheme for flood control in
Brahmnaputra and Barak Vailey. The scheme is Brahmaputra and Barak
Valley is a Centrally Sponsored Scheme for taking up critical flood
contrel /ant erosion aspects during the Xth Five Year Plan which caters
for all the North-Eastern States including Sikkim and West Bengal
falling within the Brahmaputra Basin. However, the scheme is stili in
the formulation stage and is yet to be discussed by the EFC and
posed to Flanning Commission/CCEA for approval.

37. The Ministry of Power have further stated that in the Multi-
purpose projects, the flood moderation aspect is a part of the project
and no separate provisions in this aspect are kept in the project
estimate. While transferring the Tipaimukh Dam Project from
Brahmaputta Board, it was stipulated that the project will be a muiti-
purpose with flood moderation as per the original Detailed Project
Eeport. Ministry of Water Resources has already indicated that the



expenditure on flood moderation can not be borne by them and could
either be borne by the concerned State Government or be a part of the
project cost.

38. the following amount is estimated to be spent on flood contral
and medernisation, security and diversion of Natonal Highway and
other roads due to implementation of Tipaimukh HEP:—

Flood Control & Moderation : Rs. 28876 crore
Security : Hs. 280.59 crore
Diversion of National Highway : Rs. 10500 crore
& other roads.

39. Ministry of Surface Transport have also been requested to make
adeguate provisions in their budget for meeting the expenditure on
diversion of Naticnal Highways. The response from Ministry of Surface
Transport is yet to be received.

4. In this regard, Ministry of Finance (Department of Expenditure)
have stated that it does not support delinking the costs on account of
security, diversion of National Highway and Flood Contrel from the
project cost, as far as they are to be incutred due to implementation
of this project and are directly relatable to the project.

41. The Committee are unhappy to note that although
Government is spending huge funds every year for flood controls,
development of highways and road, the concerned Ministres are
reluctant to bear the sxpenditure in cagse of Tipaimukh HEFP which
is likely to sclve the flood problem permanently. For developing
multi-purpose project, all the expenditure on security, flood
moderation and construction of rnads is left to be met by the project
authotities resulting in un-viability of the projects. The Combnittee
feel that as benefita from flood moderation, construction of road,
ete. are to be shared by the State Governments, funds released for
flood control and construction of roads by respective Ministries
should be infused in these projects so that it can help in reducing
the ultimate project cost and not make the project un-viable resulting
in ghelving the projects. The Commiitee, therefore, reiterate their
earlier recommendation to exclude the expenses on security, food
moderation and road from the project. The Committee also urge the
Government {Ministry of Fower) to work out the losses incurred
every year due to floods, especially in Barak Valley and the resultant
benefit after flood-moderation works catried out on contribution of
Tipaimukh Hydro-Electric Project and desire that the same may be



placed before this Committee and the Planning Commission/Cabinet
Committee on Economic AfHairm of the Government. The Committee
also feel that the Government sponsored scheme for taking up critical
Flood controlfanti-crosion aspect during the 10th Five Year Plan, which
caters for all the North-Eastern Stabes including Sikkim and Went
Bengal falling within the Brahmaputra Basin which is still in
formulation stage should also cover Tipaimukh Hydro-Electric Project.
The Committee alsc desire that the Ministry of Power should
expedite the expenditure on diverting of National Highway from
the Ministry of Surface Transporl, reply of which is still awaited.

I. National Laboratory Status for CFRI
Recommendation (5L.No. 26, Para No. 2.110)

42, The Committee found that in terms of Income Tax Act
[Section 35 (2) (AA)], where an assessee pays any sum bto a national
lahoratory or institute ot a specified person with a specific direction
that the such sum shall be used for scientific research undertaken
under a programme appreved in this behalf prescribed by the authority,
an exemption of 125% is allowed to the assessee. National laboratories
functioning under ICAR, 1ICME, CSIR, DRDO, Department of
Electronics, Department of Bio-Technology or Deparbnent of Atomic
Energy had been approved by the prescribed authority. The Committee
were of the view that although CPRI was not a national laboratory
but is a premiere R&D laboratory totally dedicated to power sector.
The past performance of CPRL was no less than a Mational Laboratory.
The Committee, therefore, had recornmended that CPRI should be made
eligible to attract funds for Ré&D/augmentation /upgradation of testing
facilities from private and public sector undertakings. The Committee
did not share the contention of the Ministry of Finance that gince
CPRI was not covered under the definiion of national laboratory it
was ineligible. The Committee had desired that Government should
amend the relevant statute to ensure that CPRI also attract funds for
R&D and ather actvities.

43. According to Ministry of Powet, the issue was taken up with
the Ministry of Finance during the Budget discussions while suggesting
modifications in the duty/tax structures for 2003-04. This was, however,
not included in the final proposal of Ministry of Finance. No formal
communication has been received from the Ministry of Finance in this
regard.

44. However, the Ministry of Finance, (Department of Expenditure)
have stated that the recommendation of the Commilttee regarding



weighted deduction for contributions made to Central Power Reseatch
Institute {CPRI) under Section (2AA) of the Income-tax Act, 1961 would
be exarnined after due consultation with CPRI and the Ministry
concermedl.

45. The Commitiee find that the reply of the two Ministries zis.
the Minisiry of Power and Ministry of Finance {Department of
Expenditure} as rontradictory. Although, the Ministry of Power have
stated that the issue was taken up with the Miniskty of Finance
during budget discussions while suggesting modifications in the
dutyftax structure for 2003-04; the Ministry of Finance have reported
that the matter will be sorted sut in consultation with the CPRI and
the Ministry of Tower. From the reply of the Ministry of Power, the
Committes observe that the Minisiry have not taken up the issue of
exempting of 125% of the sum as paid to a national laboratory for
scientific research in case of the Central Power Research Institute
{CPRD} and treat it as a national laboratory, The Committee cannot
but dizapprove the inaction on the part of the Ministry of Power to
pursue their (Committee’s) recommendation and desire that atleast
now the Ministry of Power should take up the matter with the
Ministry of Finance so that CPRI could be benefited during 2004-05.

]. Direct release of APDEF Funds to Execuling Agencies
Recommendation {SL. No. 29, Para No, 2,132}

46. OUn being apprised by the Ministry of Finance that to date
Ministry of Power had neither been able to give a comprehensive list
of SEBs showing cash improvements in their operations, to the Ministry
of Finance, nor had the Ministry of Power requested Ministry of
Finance to sanction any paymentz out of the incentive portion of
AFDRF funds, the Commijttee were not satisfied with the present
systern of allocation of funds to the State Government directly under
AFPDRE. The Committee, therefore, had strongly urged the Government
to reconsider the sanction/disbursal of funds under APDEP to State
Governments and stressed that the funds should directly be released
to implementing agencies for both the incentive and investment portion
of AFDREP funds.

47, In this connection, the Government have stated that the funds
released under APDRP area of the nature of additional central assist
over an above the normal central plan allacation and are released
directly to the State Government concerned by the Ministry of Finance.
However, all the 5State Governments had already advised that funds
could be released directly to the project authorities to facilitate early



execution and completion of projects, if the State Government concerned
s0 recommends on a case to case basis. The recommendations of the
Commitiee have been circulated to all the State Governments reiterating
the provision for release of funds directly to the implementing agencies
as mentioned above. Therefore, the Ministry of Power will advise the
Ministty of Finance to release funds directly to the project authority
concemned, if recommendation of the State Government concerned are
received in this regard.

48. In this regard Mimstry of Finance (Department of Expenditure)
have stated that during the year 2003-04 a sumn of Bs. 830.34 crore has
been released to Government’'s of Gujarat, Maharashtra and Haryana
out of the incentive component of the APDRP Scheme for the reduction
in cash loss, as per the recommendations of the Ministry of Power. As
per the existing policy, release of funds is to be done to the
implementing agencies only through the State Government concemed.

49, As regarda to release of fresh funds under APDRF scheme to
the implementing agencies, the Ministry of Finance have stated that
ap per existing policy, it is only through the State Government. The
Committee feel that the Ministry have not taken note of the
Commitiee’s recommendation te directly release the funds to
executing agencies and therefore the reply of the Government is
silent to implement the same. At the same time, the Committee are
however, happy to note that all the State Governments had already
advised that funds could be released directly to the project authorities
to facilitate early execution and completion of projects, if the State
Government concerned recommend on a case to case basis. The
Ministry of Power have also stated that they will advise the Ministry
of Finance to release funds directly to the project autharity concerned,
if recommendation of the State Government concerned are received
in this regard. The Committee expect the Government to immediately
take necessary steps for direct release of funds to project authorities
to facilitate early execution and completion of projects as reportedly
advised by all the State Governments and also recommended by
this Committee.



CHAPTER II

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY THE GOVERNMENT

Recommendation {Sl. No. 1, Fara No. 2.10)

The Committee are pained to nofe that the total Plan cutlay for
power sector (Ministty of Power) during 9th Plan was drastically
reduced from an allocation of Rs. 45591.05 crore to Rs. 39454.31 crore,
The Committee are further perturbed to note that this downsizing the
Flan Outlays has not stopped yet and the Plan autlays for 2002-03
were again reduced to Rs. 11268.26 crore at the RE stage from Rs.
1348300 crore originally allocated. The Committee find that the Ceniral
Plan outlays for the year 2001-02 had undergone revision from Hs.
11525.53 crore to Rs. 9975.45 crore due to reasons such as delay in
sanction of projects of NHFC, slow progress of the projects by NJPC,
non-approval of new schemes of NEEPCO etc. The Committee observe
the slakness in project formulation and implementation and desire that
necessary corrective action be taken by the Government to ensure that
project allocation be expended as targeted. Further, the plan outlay
during 2002-03 have been reduced from Rs. 13483.00 crore to
Es. 11268.00 crore at RE stage. The Committee cannot but deplore the
way, the new schemes of NHPC and NEEPCO are niot getting required
approvals during 2001-02 and again during 2002-03 resulting in under
utilisation of plan cutlays.

Reply of the Government

It is true that Ministry of Power is reducing the Plan outlay at RE
stage every year in the last 3 years as indicated above. The reason for
such reduction is due to the fact that while preparing the budget for
the financial year, we take into account the requirement of funds for
all on-going schemes as well as new start-ups. While estimating the
requirement for funds for on-going schemes is least uncertain and
therefore get utilised, the funds spending on new start-ups are
contingent on sanctions and clearance which invoive inter-ministerial
consultation and clearances. Nevertheless we make full provision to
prevent any uncerfainty of funds leading to stoppage of work or
delayed procurement or sudden demobilisation giving rise to
contractual claims. As already stated during the course of the year,
certain unanticipated factors like delay in the process of clearances,



award of work including distuptions beyond the control of the Ministry
result in inadequate spending and consequent surrenders. To address
such issues, we are congtantly innovating to foresee problerns and
identify issues and prepare ourselves to meet such contingencies, As
the alternative to reduce it provision could exacerbate another kind of
uncertainty which will be equally bad. We would like to err on the
higher side than on the lower side.

Further, having learnt the lessons from the past, the Ministry is
constantly reviewing the progress of work and status of issues, both
at the stage of obfaining investment approval and thereafter at the
stage of project implementation. A system of quarterly review meetings
of CPSUs, visits to sites and weekly review meebing with senior officers
of the Ministry has been evoived to ensure that such surrenders are
brought down to a minimal Jevel

[Ministry of Power F. No. 20020/5/2003-Budget dated 13.11.2003]
Recommendation (81, No. 3, Para No. 2.32)

While examining the capacity addition programme during %th Plan,
the Commitiee were distressed to note from the details of the projects
under execution that the commissioning period of thermal units in the
Central Sector ranged from 18 months in case of Faridabad CCGT
commissioned by NTPC to 122 menths, in case of Mejia thermal power
station commissioned by the Damodar Valley Corporation.
Implementation of thermal units by private sector during the Sth Plan
indicates that although LVS-DGPP commissioned by LVS Power Limited
in Andhra Pradesh was completed in 18 months time, the maximum
time taken for comumission of thermal units Paguthan CCGT by Gujarat
Torrent Energy in Gujarat was 48 months. The Commissioning schedule
of thermal units in the State sector also indicates varying tme taken
by commissioning agencies from 23 months {Paragati CCGT by the
Delhi Vidyut Board) to 135 menths (Panipat TPS by HPGCL). The
Committee were further perturbed to note that some hydro-electric
projects took as tuch as 26 years for completion. Doyang (NEEPCO)
project in Nagaland was completed in 17 years. Rangit-B1 (NHFPC)
and Ranganadi {NEEPCO) were completed in 10 and 16 years
respectively. Further, the commissioning of hydro-alectric prajects in
the State sector indicates that in the Northern sector these were
compieted in 11 to 18 years. In Wester region, Rajghat in Madhya
Pradesh was completed in 8 years whereas Kadana PSS in Gujarat
vad commissioned in 26 years. Similarly, both Kakkad hydro-electric
project in Kerala and upper Indravati project in Orissa were completed
in 23 years. The only project commissioned by the private sector during



the 9th plan was Malana (2x43 MW} In Himachal Pradesh and this
project was completed in 3 years of time, Although, the Government
have stated that steps have been taken like regular review meetings,
arrangements of necessary resources, regular visits fo power plant site
te ensure the achievement of capacity addition targets set-forth in 10th
Flan, the Committee failed to understand whether these often stated
steps were not undertaken while achieving 9th Plan generation targets.
The Comumittee, therefore, cannot but deplore the Government's cazual
approach to achieve future target of power generation and recommend
that the delay in implementation of both thermal and hydel projects
be investigated by comparing delayed projects with such projects who
have been completed in a short span. The Conunittee should await
the report of the Committee investigating such delays and desire that
the Government should take necessary steps on the findings so that
future thermal and hydel units are compieted as per the initial targets
set for them. It would be seen from the details of the additions made
during 9th Plan that major shortfalls have been reported in Central
Sector and Private Sector. The State Sector has been able ta achieve its
targets to a large extent, But it appears that while fixing the targets
for 10th Plan, these facts have not been kept in mind. The target fixed
for the Central Sector is 22832 MW whereas, its achievement during
9th Plan had been only 4504 MW. The Committee desire that realistic
targets should be fixed in future for Plan periods taking into
congideration all such factors.

Reply of the Government

The targets far capacity addition during a five year plan are fixed
keeping in view the availability of various inputs/facilities like land,
fuel, water, clearances from various agencies and source of financing.

Slippages in the Power Projects take place due to various reasons.
Such as natural calamities, geological surprises resettlement and
rehabilitation problems, delay in obtaining requisite clearances, none
achievement of financial closure in respect of private projects ete. The
Standing Comunittee for fixing responsibility for time and cost overruns
was constituted by Ministry of Power on 7.9,1998. The said order was
revised further on 28th Janwary, 2000 and as per present set up the
Standing Committee functions under the chairmanship of Additional
Secretary (Power). Observations made by this Committee are to be
necessarily included in the PIB notes for revised cost estimates for
Central Sector Projects. Ministry of Programume Implementation is also
constantly reviewing the progress of the on-going Central Sector Projects
costing Ks. 100 crores and above,



The reasons for delay in respect of Power Projects mentioned in

the report are given as under—

Hydro Projecta

MName of the Project Capacity
(MW)

Reasons of Delay

3

Doyang {Nagaland) 3x25 The Project funded by NEC, was

(NEEPCOH eatlier sanctioned in 1983 for 105
MW {3x35 MW). Subsequently
studies were carried out which
resulted in reduction in reservoir
capacity and installed capacity
revised to 75 MW (3x25 MW,

Fanganadi (ArnPr.} Ix135 .
(NEEEPCO)

Rangit {Sikkim} 3x20 .
(NEIPC)

Kadana PSS Gt I & T St 1 2w}
(Gujarat) St I 2x60 =

Land acquisition problem
Law & order problems
Funde ¢onztraints

Change of executing agency

Flooding of Power Houses in
August, 98

Delay in award of dam &
Power Houses works
Slow progress of HRT
Funds constraints
Geological surprises

Poor performance of the civil
canbraciors for dam, HET & FH

Funds constraimis

Confractors withdrawn due
to poor performance. Works
taken up departmentally.

Flash floods in May, 1999
Cash fiow problem

Slow progress of warks




1 2

3

Rejghat (MF/UP) ax15

Kakkad (Kerala} 2x25

Upper Indravati {Orissa} 3x150

Thermal Projects

Panipat St TV (U-6) 210
{Haryana)

* The project delayed mainly
due to non-availability of
funds for construction of
dam

* The project delayed mainly
due to delay in completion
of HRT

* Due to strikes
¢ Due ta Court case

* Suspension of works by
contractor for revisions of
rates )

+ Slow progress of works

s Cancellabon of World Bank
Loan

» Punds constraints

* Flooding of Power House in
July, 1991

The project was sanctioned in July,
1989. The detailed orders for
boiler and TG was placed on
BHEL in 12/8% and 3/91
respectively. Till 9/95, 7068 MT
out of total quantity of 12500 MT
of boiler material was received at
site. TG supplies wete commenced
in 1/92. Civii works were
commenced in 1991, but due to
paucity of funds, the progress was
not satisfactory and finally the
work came to standstll in 1985,
The work was revived in May
1998 only and the boiler erection
started on 30.9.1998. The unit was
finally sychronised in March, 2001.




1

2

3

Mejla TPS {DVC)

Pragati COGT
(Delhi)

k218

Delay in commencement arnd
slow progress of erection of
boilers & TG by BHEL for
Units 1 & 2

* Delay in finalization of
agency for TG erection of
Unit-3

* Delay in comenencement of
structural work

+ Labour problem at site

* Delay in placement of order
for C&I equipment and
related supplies by
EELTROMN. Later on supplies
for Unit 2&3 were delinked
from KELTRON and order
was placed on M/s Siemens

* Delay in radiness of TG hall/
deck/ETO crane

+ Delay in completion of river
water intake piping work

* Delay due to reordering of
stack because of legal
problems.

* Paucity of funds

The nozzles of GT-1 were
damaged due to high temperature
and these nozzles were replaced
by nozzles of GT-Z. The
commissioning of GT-2 thus got
delayed on account of non-
availability of these nozzles in
time as these were being repaired
at GE Works in Singapore. This
delayed the synchronization of
GT-2 by about 6 months.




i 2 3

Congequently the synchronization
of Steam Turbine {5T) was
delayed by 6 months. The project
has been commissioned in all
respect in June, 2003,

Paguthan CCGT 655 The zero date of the project was

(Gujarat) 24.1.96, which was the date of
financial closure. The TEC was
accorded to the project on 25.11.53
and clearance for finance was
given in October, 1994, The project
with combined cycle was
commissioned on 13.10.1998 in
32 months from the zero date.
Thus there was a delay of only
2 months in commissioning of the
project in closed cyele mode,

With a view to make realistic projections with regard to capacity
addition, Planning Commission constituted a Working Group on Power.
The Working Group has assessed a need based capacity addibon of
about 57,000 MW for the X Plan which would by and large meet the
power requirements projected by the 16th Power Survey Report.
However, based on discussions with CPSUs and SEBs/State Utilities
Working Group has assessed the feasible capacity addition during the
X Plan would be about 4693% MW, Flanning Commission after taking
inte consideration the on-going schemes and projects in pipeline, likely
gestation period for completion of projects and likely availability of
funds, had set a target of capacity addition of 41,110 MW during the
X Plan peried.

Keeping in view the fact that the capacity addition by and large
has lagged behind the targets which has been set before the onset of
the plan period, minute details of each project from its appraisal to
execubion have besm worked out to ensure that capacity addition target
set for 10th Plan is definitely achieved. One Major shift which has
been adopted for the 10th Plan is that before finalizing the list of
projects, detailed discussions have been held with each of States/
Utilities. Their views have been assessed and the projects have been
idemtified with their concurrence. This battoms-up approach is expected
to be more fruitful since the States have piven commitment on the
implementation of the projects which have been identified.

[Ministry of Power E. No. 2/16/2003-P&F Dated 13.11.2083]



Recommendation (51 No. 4, Para No. 2.33}

Taking note of the fact that an investment of Rs. 8,00,000 crore is
needed in the next 2 Plan pericds for a capacity addition of 1,00,000
MW in the country, the Committee would like to know the present
stabus of the rescurces mobilized during the first year of 10th Plan
against the total 10th Flan outlays for the capacity addition. The
Committee have alse cbserved that against the target of 41,110 MW
capacity addition during ICth Flan, 48% of this ie. 19846 MW is already
under execution. Further against the targeted hydro-electric capacity
addition of 14393 MW during 10th Plan, 10630 MW is already undet
execution. Considering the slippages of both thermal and hydel plants
fromn 9th Plan to 10th Plan, the Commitlee desire the Government/
implementing agencies to start all the projects targeted for 10th Plan
in the right earnest so that they are not slipped to the 11th Plan. In
this regard, the Committee recommend that an action plan be
formulated to implement all the projects targeted for the 10th and
11th Plans and the Committes be apprised of the same.

Reply of the Government

The Central Plan cutlay has been increased by more than three
times in the 10th Plan in comparison te %th Plan. The Planning
Commission has allocated an outlay of Bs. 143395 crore for the Ministry
of Power for the 10th Plan. This includes a budgetary support of
Rs. 25,000 crore. The corresponding figures for the 9th Plan wers
Rs. 43591 crore and Rs. 14943 crore respectively. A plan outlay of
Rs. 13,483 crore was allocated for the year 2002-03 of Ministry of
Power including a Gross Budgetary Support of Rs. 3300 crore and the
remaining Rs. 10183 crore as Intermal and Extra Budgetary Besources
(IEBR). Qut of this, and amount of Ks. 859689 crore including a GBS of
Rs. 1778.13 crore and Rs. 6818.76 crore as JEBR was spent during the
year 2002-03. For the year 20034, a provision of 14667.61 crores has
been made for the Central Sector under Ministry of Power comprising
of Rs. 11167.61 croves as IEBR and Rs. 3500 crore as budgetary support.

Cut of the total capacity of projects identified for the Tenth Plan
(41110 MW} as on 1st July, 2003, projects having capacity of 3276 MW
have been completed, 21891 MW are under execution and 7280 MW
are under award.

Keeping in view the fact that the capacity addition by and large
has lagged behind the targets which has been set before the consent
of the plan period, minute details of each projects from ils appraisal
to exscution have been worked out to ensure that capacity addition



target set for L0th Plan is definitely achieved. The steps initiated in
this direction, inter-alia, include the following:

(a)

(b}

()

{d)

{e}

The 10th Plan capacity addition targets were finalized in
consultation with the States and on the basis of identification
of individual projects. The Central Electricity Authority and
the Ministry of Power have been coordinating with the State
Governments and the Utilities with a view to ensuring that
each project identified for completion in the 10th Flan is
actually completed on schedule.

In order to ensure that the targeted capacity during 10th
Plan is achieved, the maonitoring mechanism has been
sirengthened. The Central Eleciricity Authority has a nodal
officer for each project, both at the conception stage as well
as during execution, In addition, regular review meetings
are being organized in the Ministry of Power. The Ministry
is also facilitating States in obtaining earlier clearances,
resolving major bottlenecks and providing financial
assistance through PFC/REC.

In order to make up for any shortfall in original targets
during 1Mth Plan, as additional capacity to the tune of 8017
MW, comprising of 7567 MW in thermal and 450 MW in
hydro, has been identified in consultation with States/
CPSUs. This exercise became imperative as some of the
projects originally identified for execution in the 10th Plan
now do not appear te be feasible for a variety of reasons.

In order to assist the States in mobilizing adequate resources
for completing power projects, the role of REC has been
expanded lo cover fmancing of generation projects. This
wauld enable REC to supplement the efforts of the Power
Finance Corporation in financing generation projects. These
two organizations have maobilized themselves adequately to
see that the execution of a good project is not hampered
due to lack of funds. There has been a remarkable increase
in funds made available by these two organizations. In the
year 2001-02 they disbursed around Rs. 5180 crores which
increased to about Rs, 7500 crores in 2002-03.

In order to ensure that State Sector achieves the said target,
teview meetings with the State Governments are being
organized on regular basis. To draw the road map timely



completion of 10th Plan projects Power Ministers’ Conference
was held on 12th June, 2003, In the conference, State
Governments made comunitment that Award of Contract in
respect of all project related to 10th Plan would be definitely
placed by March, 2004.

[Ministry of Power E No. 2/16/2003-P&F Dated 13.11.2003]
Recommendation (51. Np. 8, Para No. 2.51)

The Committee are perturbed to note that although according to
the Central Electricity Authority, 77142 feasible villages still remain to
be electrified, only 6542 villages have been electrified during the last
4 years. Further, the States failed to attain committed village
electrification during 2002-03 as against the target of 13608 villages,
about 500 villages are likely to be electrified. The Committee are
dismayed o note the dismal performance of States in achieving the
desired targets of village electrification during 2002-03. The Committee
note that the village electrification is now treated as a Basic Minimum
Services under the Pradhan Mantri Gramodaya Yojana (PMGY} from
the year 2001-02 and funds are also made available to rural
Electrification Programme under it by the Planning Commission. Funds
for rural electrification programme are alse made available to States
out of Rural Infrastructure Development Programme Fund {RIDF) by
WABARD and the Rural Electrification Corporation (REC). The
Committee observe that funds will also be made available for Rural
Electrification Scheme through the Accelerated Rural Electrification
Programme (AREP) which is pending approval of the Group of
Ministers, etc. The Committee is, however, surprised at the time taken
in clearance of the scheme which has been ammounced by the
Government during the budget for the year 2002-03. The Committee
desire its implementation without any further delay With this, the
Committee feel that fund is no longer a constraint in the task for
completing electrification of al! the villages by 2007, However taking
note of dismal performance of the State Governments in achieving
village electrification tarpets, the Committee recommend the
Govemnment to take desired steps so that States having backlog of un-
electrified villages should draw up an action plan to complete the
village electrification by 2007 and get it expedited. The Committee
would alse like to know the steps taken to electrify such villages whe
due to one or ather reasons have been de-electrified.

Reply of the Government

There are 70,135 un-electrified villages in the country as on
31.3.2003. During the year 2002-03, 6350 villages have been electrified



which is more that 50% of the villages electrified during the 9th Five
Year Plan. There are no constraints of funds for rural electrification.
However, the pare of rural electrification during the Sth Five Year
['lan has slowed down as compared to the Bth Five Year Plan because
of the following reasons:

— Leftover villages are penerally located in remote and difficult
areas

— Electrification of villages has become costly and un-
remunerabve

— Inadequate sub-transmission and distribution systemn

— Non-repayment of dues of REC resulting in no sanction of
fresh projects

— Lack of demand from the consumers due to general
backwardness and poor economic conditions.

As a follow up of Finance Minister's budget speech of 2002-03,
Government introduced a new interest subsidy scheme called
‘Accelerated Rural Eleclrification Programnme (AREPY during the year
2002-03 for electrification of un-electrified villages, un-electrified hamlets,
dalit bastis and households. Under this programme 4% interest subsidy
is available to States on loans. During the year 2002-03, Rs. 157.87
crores has been utilized under AREP.

[n order o accelerate the pace of rural electrification in the country,
the following initiatives have been taken by the Government of India:

(i) From the year 2001-02 Rural Electrification has been treated
as Basic Minimum Service Pradhan Mantti Grameodaya
Yojana (PMGY) under this programme funds are released
for all six components including rural electrification. During
the year 200203, Rs. 363 crore was released under PMGY
for rural electrification. In 200304, a budgetary provision of
Rs. 2767 crores has been provided under PMGY for all the
six components including rural electrification.

{ii) Under Minimum Programme {(MNP), Rs. 600 crore has been
released to the States during 2002403 as compared to release
of Rs. 175 crores in the year 2001-02. Again during 2003-04
2 budgetary provision of Rs. 600 crore has been kept under
MNP



(i) REC has also offered a new financial package to State
Electricity Boards/States-loans on very low rate of interest
for village electrification, electrification of hamlets and dalit
bastis tanging from 3 to 4%. The unique feature of this
scheme is that if the projects are successfully implemented
within the project schedule, the concessional interest rate
will be considered for waiver by REC and refunded to the
borrower, this makes the scheme virtually interest éree. REC
has earmarked REs, 500 crare every year village electrification
for the next four years,

{iv) As per the Electricity Act, 2003, local generation and
distribution of electricity (Stand alone system) in rural areas
has been exempted from licencing and Electricity
Distributions in rural areas by local authorities. Panchayat
Institubions, Users associations, Co-operative societies, non-
governmental organisation, or franchisees has been
encouraged.

{v} REST Missicn has been launched by the Government of
India to provide access to electricity at afforadable levels to
rural areas based on technology oplons and innovative
financing.

In the State Fower Ministers’ conference held on 12th June, 2003,
all the States present resolved to electrify all the villages by 2007 and
coverage of all household by 2012

[Ministry of Power OM. No. 44/11/2002-T{RE} dated 13.11.2003]
Comments of Comunlttee
(Please see Para 17 of Chapter I of the Report)
Recommendation (51 No. 10, Para Wo. 2.53)

The Committee also find that against the total potential of 19,594
million of pump sets energization, as on 30.9.2002, 13.326 million pump
sets have been energized. The achievement during 2002-02 (up to
September, 2002) for pump set energization are 1843259, In view of the
large number of villages remaining un-clectrified and vast number of
pump sets energization against the available potential, the Committee
desire that an action plan covering each State to complete hundred
per cent electrification of villages by 2007 including pump set
energization to the. desired potential and that of the households by
2012 should be drawn up and the Comunittee be apprised of the same
within 3 months.



Reply of the Goavernment

As regards, action plan for energization of pumpsets for full
utilization of available ground water potential, it may be mentioned
that the target/size for energization of pumpsets is decided by the
respective SEBs/State Power Utilities /Stale Govts, in accordance with
their priorities and policies. To promote energization of pumpsets in
all the States, REC supplements their resources for investments in the
pumpsets energization prograrmme by extending loan assistance under
its specific category of loan ie. “Project : Pumpset Energisation” aiming
at energization of pumpsets. The State-wise status of energization of
pumpsets and loan assistance drawn by the various SEBs/State Power

Utilities/State Govts during the last three financial years are enclosed
in Annexures] & IL

[Ministry of Power OM. No. 44/11/2002-D{RE) dated 13.11.2003)

ANNEXURE-]
REC FINANCED PROGRAMME

Pumpsets reported as Enctgised during last three years

SNao. State 2000-11 2001-02 2002-03
1. Andhra Pradesh 5831 9423 13594
2. Gujarat Rh52 6385 BB32
3. Haryana 3075 1519 303
4. Himachal Pradesh 390 214 148
5. Jammu & Kashmir 502 568 572
6. Kamataka 71652 29770 18467
7. Kerala 18000 10895 11192
B. Muaharashira 42656 29194 41882
9. Punjab 2450 3500 1842
10. Rajasthan 13766 8249 8937
11. Tamil Nadu 42197 40200 28814

Total 206071 139917 134583




REC FINANCED PROGRAMME
Loan Amount drawn by SEBs/Power Utilities for Pumpaet

AMNNEXTURE-IT

Energisstion
{Rs. in Lakh)

3.No. State 2000-01 2001-02 200203
1.  Andhra Pradesh 7722 1506 4743
2. Gujarat 3076 3070 3550
3. Hatyana 362 320 50
4. Jammu & Kashmir a2 152 110
5. Karnataka 3658 811 789
6. Kerala 2876 1159 1630
7. Madhya Pradesh 30 — -
B. Maharashtra 7784 3834 6283
9. Punjab 495 419 246
10. Rajasthan 4517 5445 3872
1. Tamil Nadu 660 1766 22814

Total 31162 18584 44092




Recommendation (SI. No. 11, Para No. 2.62}

‘The Committee are unhappy te note the reduced revised outlays
of Power Grid Corporation of India Limited of Rs. 2577.00 crore during
2002-03 due to delayed investment appraval from the Government for
projects such as Telecom, Eihand-1, Sipat, Dulhast, Ramagundam-IIL,
ete. Although during examination of Demands for Grants (2002-03) of
the Ministry of Fower, the Government have reported similar reasons
for not expending the TEBR for the year 2001-02, the Committee fail
to understand why the outlays and projects are allowed to languish
year after year. The Commitice are dismayed to note that during 2002-
03 for Rihand-1I against BE of Es. 143.00 crore, the RE were Rs. 64.00
crore as the Ministry of Finance was not agreeing to convene FIB
meeting. Further, Sasaram HVDC back to back-Il scheme is not
forthcoming as CEA has not agreed to techno-economic clearance. The
Committee find that the achievement of Power Grid Corporation of
India Limited for implementing transmission projects is far from
satisfactory and hope that 1EBR targets set for the year 2003-04 shall
be fully mobilized and utilized. The Committee will like to be apprised
of the action taken by the Government to ensure the same.

Reply of the Government

Regarding the delay in investment approval for certain projects, it
is submitted that although all efforts are made to obtain the approval
of the competent authority, sometimes procedural delays occur in the
appraisal of the projects by the concerned appraising agencies, Ministry
of Finance have since issued revised guidelines te avoid/minimize
delays in investment approval.

A provision of Rs. 2750 crore has been made in the BE 2003-04 for
implementation of the transmission schemes of POWERGRIL as per
the following details:

Cmgoing schemes Rs. 2028.73 crore
New Schemes Rs. 563.74 crore
Completed Schemes Rs. 1388 crore
Telecam Rs. 143.:'.55 crore
Total Es. 2750 crore

The project-wise details in this regard are given at Annex.



Out of a total provision of Rs. 563,74 crore for the new schemes,
a provision of about Rs. 343 crore has been made for Tala Transmission
project and Sipat 1 & Sipat II Transmission projects. The scheme for
Tala Transmiggion System Project has since been approved by the
Government and the scheme for Sipat-I Transmission System is in the
advanced stage of processing for investment approval The schemes in
respect of the other new projects are alsc under finalization/
examination. They are being closely monitored in the Ministry for
getting timely approval. All out efforts are being made to mobilize
and utilize the TEBR targets for the ongoing and new schemes in the
year 2003-04,

[Ministry of Power OM. No. 9/1/2003-PG dated : 13.11.2003]



ANNEXURE
POWER GRID CORPORATION OF INDIA LIMITED

(All figures in Rs Lakh)
Name of Revied  Labst  Appcoved
Project/Scheme Appioved  Eimaed  Budget
Cost  Cost Estimak
. 200304
1 2 3 i
L. ONGOING SCHEMES
Tehrd TL me me b
ULDC Southern Region 4 B0k 1e
ULDC Northen Region S BN L
ULDC Northen-Eastern Region BB W% B
Sesaram-HVDCS/B % 5 8B
ULDC Easkern Region WAL WAl WR
Allshabad 575 & TILO SKGR/Kapur A TR
Briwadi & LILO Ballabgachfaipur %5 M5 ol
LILO of Bongaigon-Malda at Pumea I
Takhet ] Bl XN 1220
Energy Melers for NR{ WRERNER. & SR R 1087 pli]
Kaiga-Narendea W e R
LILO of BongiganMalda at Siigur I R
LILO of Pumes-Daihola %49 &
ICT-Malda w . m -
KCT-Balizbigarh 1068 % %

Kﬂlh.upm—hhpm 15104 15027 135




1

Jamshedgur Rourkela
Takher-Meramundali

Series Capacitovs for Kagpur-Ballabhgarh

KCT Jeypere

Dulhasti Combined

Feroz Gandid Unchahar T1-I

System Strengthening in SR (VI-NEL-Chennai)
Chauliganga TL

East West Inter Repicmal Lk

Agr-Agra Inter Connector

ULDC Western Region
Madurai-Thinrvananthapuram

Gurgaon Complet

Meratrurdalifeypore

Rangaradi-ZIR0)

Ramagundam-[

Series Caparitors for Ranpur-Ballabhgarh-RED
Series Capacitors on Panki-Muradnagar
System Strengthening I of SR-Hirtyur 575 BAY at Kolar
LILO of Kolaghat-Rengal at Baripada
Kahalgaon-Biharshariif

Cazwwaka HVDC Augmentation

(hamera-]

System [mprovement Scheme in UP (UFPCL)
Maw-Balia Transmission System

Seriea Capaditers ot Radpur-Rourksla

£ 2

14%
L]

13515

W

15053

4178

19597

16651

ik

FiL}




1

2

LILO of Rangit-Siligusi at Gangiok i 0% 9
System Strengthening Scheme of WR (Khandwa S/STN). 10977 W77 48
Tala Siliguri Transmission System BI53 NI TS
Transmission System Assotiaied with Tarapur B2 Bm e
Series Compensation on NSG-CDF & GOOTY Nelamangal 5792 575 155
LILCY of Siligur-Gangtok. at Melli 51 51 .20
Installabion of Additional Trmaformer ot Salakali 5/5T k] 3 195
Rihand-I! 44 104444 . )
Raipur-Chandrapur U0 U0 M
[estallation of INDICT at Idravati UHFC 1905 1905 i
Narendm 5/5TH. 561 6051 193
Inding:Nepal (India Portion) 1969 1969 5
Supplementary TL for Tala HEP ¥ BN B
SUB TOTAL (4} 1240 I M0

. NEW SCHEMES
GRID STRENGTHENING SCHEMES
System Strengthening IIi in Scuthem Region Grid "7 B
Neelamangala-Myste - 15493 7485
Sipat] —  168% 1811
Sipat-I — 00 3
Traremission System for Tela (Powergrid Portion) - Wy 1
Transmission System for Tala (¥ Porion) — 1Y 140
Inctia-Bangladesh (tndia Portion) - 100w 5
Teesta-Siliguri - 10000 100
Ennore TL - 100 -
Sasaram HYDC-I - 000 -




Hirma-1 - 467000 -
Power Supply Improvement Scheme in - M -
Gurgaon {515 at Chaklarpur)

Syskem Improvement Scheme of RSEB - 3602 -
Tehr-IT & Kokeshwar, Tranemission System - H0000 1500
Dadri-I Transedssion Syskem - 13500 50
System Strengthening Scheme in Uthararwchal - 10600 500
Mationa! Load Despatch Centre (NLDC) - 1000G 1000
Composile Trareurisdon System for North — 650000 il
Karanpur, Barh & Kahalzson

Transmission System Assodated with Kudanlnilam App - 75000 2000
Neyveli-l Bxp. Transossion System - B5000 3000
Vindhyachal - Transminsion Sysiem — 50000 Pl |
Sub Total (B) Mew Schemes —  1ME1H 563
Compleied Schemes (As per annexmre) SeRrEl Seakn 1388
Total (Power Sector} 1993063 3SI763 26063
Telecom Seckt

Delhi-Mumbai Link - 18623 1528
Telecom-base Network - a0 1837
Sub Total-Telecom - P 45
(Power SectorsTelacom) 13063 J48l%  I000

. COMPLETED SCHEMES

Chandrapur HYDC B/B i) 102859 -
Kathalguri TL 101010 106665 B53
Vindhyachal TL-II 85771 s -




Angmentation of NER System w3 mn o
Kishenpur-oga TL 93548 3348 -
Agartala Gas TL m7 148 -
RAFF B 11608 10673 -
Nevven Basioom TL M 1496 -
JALaEAn-Haume e 4308 1308 ?
Natra-Jaa TL 156163 14349 19
Ranganadi TL 1743 M43 5
LILO of Neyveli-Trichy at Neyveli 14 14 -
Sub Tehl Sedre2  SoRR 1388




Recommendation (Sl No. 12, Para No. 2.63)

The Comunittee find that aver-ambitious targets for telecom sector
were proposed by Power Grid. During 2002-03, the total allocation for
the telecom sector was Rs. 266.56 crore which was reduced at RE
stage to Rs. 128 crore and only Rs. 53 crore have been utilized so far,
The contention of the Power Grid that award of various packages for
Telecom Base Network could not be placed as approval of the
competent authority is awaited indicate the lack of project, planning,
formulation and implementation on the part of Power Grid, It is in
this context, the Commitiee would like to remind that the Power Grid
was permitted to undertake telecom business with a stipulation that
the excess revenue generated through this (telecom business) would
be ploughed back in power sector, 50 that the delivered cost of power
to the consumers is reduced, The present progress of Power Grid does
not peak well of this organization. The Commitiee, therefore, desire
that only achievable targets should be set forth so that the scarce
resources are made available for other sectors of the econemy.

Reply of the Government

Feasibility Report for establishment of telecom backbone network
wag taken up for investment approval in the year 2000 to enable
POWERGRID to make an early entry into telecom business. Since this
was a new venture being taken up by POWERGRID, certain issues
were required to be resolved in consultation with Department of
Telecommunication, TCIL and Ministry of Finance. These issues were
ultimately resclved and the investment approval for the project would
be issued only in March 2003 at an estimated cost of about of Rs, 934
crores.

Due to delay in investment approval, the projected abocation of
funds in telecom sector by POWERGRID could not be utilized during
2002-03. After the investment approval in March 2003, POWERCGRID
have awarded the various packages relating to the telecom project and
targets set for the project in the BE 2003-04 would be fully achieved.

[Ministry of Power O.M. No. $/1/2003-PC dated: 13.11.2003]
Recommendation {SL No. 13, Para No. 2.64)

The Committee appraised the progress of Power Grid Corporation

during %th Flan and found that as against target of 1333 CKM of

transmission capacity addition of 800 kV lines, anly 1160 CKM was
achieved. Similarly, as against the target of 18090 CKM of transmission



capacity addition of 220 kV lines, only 17393 CKM could be realized.
As regards to substations, against a target of 56497, only 56147 MW/
MVA could be met. The Committee Further find that there still remains
inadequacies/missing links/bottlenecks at the end of 9th Plan from
planning perspective and thus affecting the stability of the power
system network. The main causes for the non-attainment of
transmission works as envisaged at the beginning of 9th Plan includes—
delay in the ¢commissioning of the generating projects, setback io the
transmission programme due to impaosition of sanctions by the foreign
financial institutions after Pokhran Nuclear Test, delay in sanctioning
of funds by foreign financial institutions, availability of funds with the
utilities, contractual, ROW, law and order preblems and court cases,
delay in forest clearance, dropping of transmission works by the utilities
on account of non-development of the load in the area/region. In this
context, the Committee would like to recommend that Power Grid
should enter Into indemnity agreement with all generating stations so
that it is compensated for any loss occurring on account of the delay
in commissioning of generating projects. The Committee have also
noted that some of the reasons outlined by the Power Grid are difficult
but not insurmountable. The Committee, therefore, desired that Power
Grid should take proactive steps te ensure that projects plans are
achieved completely and without any cost and fime overruns.

Reply of the Government

POWERGRID has been taking steps for achieving timely completion
of projects. In order to implement its projects with minimum cost and
within stipulated time frame to derive maximum economic benefits,
POWERGRID has adopted an advanced and cost effective Integrated
Project Management and Control Systemn (IPMC5) for total project
review and monitoting on regular basis so as to ensure that the projects
are implemented expeditiously in cost effective manner. Some of the
proactive actions taken by POWERGRID to reduce tme period of
project implementation include, standardization of design of tower
structures and its foundations, advance action for Geographical survey
and Geo-technical Investigations, preparation of Bidding documents of
international standards with least scope of disputes, procurement
activities, ete. in parallel with project investment approval process.

During the financial year 2002-03, POWERGRID commissioned
projects worth Es. 5,300 crore at a cumulative cost lesser by Rs. E26
crore than the Government of India approved cost. The major projects
commissioned inter-alia include:

— TakherKolar HVDC bi-pole link connecting Eastern Region
and Southemn Region—9 months ahead of schedule at a cost
which was Rs. 700 crores less than the GOI approved cost.



— 400 kV D/C Keolhapur-Mapusa bransmission line—9 months
ahead of schedule at a cost which was 41 crores less than
the approved cost

— 400 kV 5/C Jamshedpur-Rourkela transmiseion line—
10 months ahead of schedule and well within approved cost.

— 400 kV D/C Raipur-Rourkela link inter-connecting Eastern

and Western Regilon in syncheonous mode—11 mumiths abwad
of schedule and well within approved cost.

— Systern shrengthening in Southern Region {400 kV S/C
Vijayawada-Nellore-Sriperumbudur transmission line}—
1 month ahead of schedule and well within approved cost.

— Delhi-Lucknow-Mumbai telecom link has been commissioned
with 9 months from the date of award.

— 500 MW HYDC back-to-back station at Sasaram connecting
Eastern and Northern Region at a cost which is Ks. 75 crore
less than the approved cost.

Ministry of Power agrees to the recommendation of the Commitiee
that POWERGRID should enter into indemnity agreement with all
generating statinns so that it is compensated for any loss occurring on
account of the delay in commissioning of generating projects. In fact,
POWERGRID has recently signed project specific indemnification
agreements with generating companies like NTPC (for Talcher
Transmission System), NHPC {for Dhauliganga Transmission Project)
and THFA, Phutan (for Tala HEF in Bhutan).

[Ministry of Power O.M. No. 9/1/2003-PG dated: 13.11.2003]
Recommendation (5]. No. 14, Fara No. 2.65)

The Committee are happy to note that Power Grid could
commission projects like Jamshedpur-Rourkela, Talcher-II, Trans-System
and Kolhapur-Mapusa lines nine/ten months ahead of schedule. The
Cominittee would like to be apprised of saving accrued, as a result
thereof and recommend that engineers/technical officers responsible
for such feat be appropriately rewarded. The Committee also
recommeend that the Govetrunent should ntroduce, a system of reward
for comgpletion of projects ahead of schedule, for all PSUs.



— 400 kV D/C Kothapur-Mapusa trangmisgion line—9 months
ahead of schedule at a cost which was 41 crores less than
the approved cost

— 400 kV 5/C Jamshedpur-Rourkela transmission line—
10 mmonths ahead of schedule and well within approved cost

— 400 k¥ D/C Raipur-Rourkela link inter-connecting Eastern

and Western Region in synchroncus made—11 moenths abead
of schedule and well within approved cost.

— Systern strengthening in Southern Region (400 kY §/C
Vijayawada-Nellore-Sriperumbudur transmission line)—
1 month ahead of schedule and well within approved cost.

— Delhi-Lucknow-Mumbai telecom link has been commissioned
with ¢ months from the date of award.

— 500 MW HVDC back-to-back station at Sasaram connecting
Eastern and Northermn Begion at a cost which is Rs. 75 crore
Iess than the approved cosk

Ministry of Power agrees to the recommendation of the Committee
that POWERGRID should enter into indemnity agreement with all
generabing stations so that it is compensated for any loss occurring on
account of the delay in commissioning of generating projects. In fact,
POWERGERID has recently signed project specific indemmnification
agreements with generating companies like NTPC {for Talcher
Transmission System), NHPC (for Dhauliganga Transmission Project)
and THPA, Bhutan (for Tala HEP in Bhutan).

[Ministry of Power OM. No. 9/1/72003 PG dated: 13.11.2003]
Recommendation {Sl. No. 14, Para No. 2.65)

The Commitiee are happy to note that Power Grid could
commission projects like Jamshedpur-Rourkela, Talcher-IL, Trans-Systern
and Kolhapur-Mapusa lines nine/ten months ahead of schedule. The
Committee would like to be apprised of saving accrued, as a result
thereof and recommend that engineers/technical officers responsible
for such feat be appropriately rewarded. The Commtittee also
recommend that the Governunent should introduce, a systein of reward
for completion of projects ahead of schedule, for all PSUs.



Reply of the Government

During the financial year 2002-03, POWERGRID commissioned
projects worth Rs. 5,300 crore, at a comulative cost lesser by Rs. 826
crore than the Government of India approved cost. The major projects
commissioned inter-alia include:

— Talcher-Kolar HVIXC bi-pole link connecting Eastern Region
and Southern Region—9 months ahead of schedule at a cost
which was Rs. 700 crores less than the GOl approved cost.

— 400 k¥ D/C Kolhapur-Mapusa transmission line—9 months
ahead of schedule at a cost which was 41 crores less than
the approved cost.

— 400 kV S/C Jamshedpur-Rourkela transmission line—
1 months ahead of schedule and well within approved cost.

— 400 kV D/C Raipur-Rourkela link inter-connecting Eastern
and Western Region in synchronous mode—11 months ahead
of schedule and well within approved cost

— System strengthening in Southern Region (400 kV 5/C
Vijayawada-Nellore-Sriperumbudur transmission line)—
1 month ahead of schedule and well within approved cost.

— Dehi-Luckow-Mumbal telecom link has been commissioned
with 9 months from the date of award.

— 500 MW HVDC back-to-back station at Sasaram connecting
Eastern and Northern Region at a cost which is Rs. 75 crore
less than the approved cost

POWERGRID has suitably rewarded its employees for advance
completion of East-South interconnector-ll (Talcher-Kolar HYDC Bi-pole)
transmission system, which was executed at a cost much less than the
approved cest by paying one-time special incentive to the employees.

[Ministry of Power O.M. No. 9/1/2003-PG dated: 13.11.2003]
Recommendation (S1. No. 15, Fara No. 172)

The Committee observe that the Bucdget Estimate 2002-03 of the
National Thermal Power Corporation Limited at Es. 3506.00 crore
includes Net Budgetary Support (NBS) of Rs. 167,63 crore which was
kept for three new projects (Sipat-I—Rs. 46.63 crore, Kahalgaon-II—



Ra. 50.00 crore and Barh-—Rs. 71.00 crore). At Revised Estimate stapge,
the outlay were reduced to Rs. 2712 crore. The Committee have been
informed that the reduction in the outlay is on account of shifting of
provisions earmarked for Sipat-l, Barh and Kzhalgaon-If and Bids for
Sipat and Bath which were scheduled to be opened in July/August,
2002 respectively. The Committee further note that opening of bids for
Sipat and Barh had to be postponed as BHEL was not able to finalize
the collaboration arrangements, particularly in case of Bioler where
their collaboration went into liquidation. The Central Electricity
Authority had stipulated Techno-Economic Clearanee {TEC) to ensure
participation of indigenous manufacturers in bidding. The Ministry of
Power have further informed that BHEL has not yet been able to
finalize their Collabarator for the Batler. As regards Kahalgaon Stage-
I the Committee have been apptised that unit configuration has been
changed to 500 MW from 660 MW and bids are being opened in end
of March 2003, The Committee do not approve of such a lackadaisical
attitude on part of NTPC in undertaking project planning and
implementation. The Commitiee desires that NTPC should review their
project planning, formulation and implementation mechanism to ensure
that projects are executed, as per DPRs, At the same fime, taking into
consideration that indigenous manufacturers, BHEL has not yet finalized
their collaborator for the Boiler and delay in cpening of bids for
Kahalgacn Stage-TI, the Committee would like to know the steps taken
by the Government/CEA/NTPC to ensure that the projects are not
further delayed. Taking note of the enhanced outlay of Rs. 2712.00
crore for 2002-03, the Conunittee expect that the Government/NTPC
have taken all necessary steps 50 that targets set for the year be fully
accomplished and the funds fully utilized. The Cormnittee would like
to know the concrete steps taken by the Government/NTPC to achieve
the targets.

Reply of the Government

The Budget Estimate 200205 of Rs. 3306 crore was reduced at
RE Stage to Rs. 2712 crore as awards for 660 MW units with
supercritical parameters could not be finalized since BHEL could not
He-up their collaboration arrangements. Detils of the case are as under:

1. Sipat STPP S-i, Barh STPP & Kahalgacn STEP St.-II
1.1 Sipat SFTT St-1 & Barh S5TFP

The technical specification and commetrial conditions for Sipat
Stage-I and Barh STPFs are identical with each having configuration
of 3x660 MW units with Super-critical parameters. CEA while according
TEC for Sipat Stage-I (3x660 MW} had stipulated that MTPC zhall



ensure participation in the bidding by indigenous manufacturers having
experience in supply of 300 MW sub-critical units. Sirnilar stipulation
was also made for Barh STPF. BHEL does not have experience in
super critical technology. Their qualifying mequirements were developed
by NTPC sc as to qualify BHEL (having experience in 500 MW sub-
critical units) on the basis of Deed of Joint Undertaking (DJU) with a
qualified collaborator for successful performance of the equipment.

The bids invited for Sipat-I were originally invited in May 2001
and again in January 2002 after the receipt of mega status.

BHEL and their collaborator for Turbine Generators, M/s Siemens
sought series of major relaxation in the DJU and in certain critical
terms and conditions of the bidding documents. Also BHEL's
collaborator for Boiler went into liquidation and BHEL were looking
for another collaborator for Boiler. This necessitated pralonged
discussions with BHEL and the involvement of CEA, Ministry of Power,
Ministry of Heavy Industries. The issue was resclved in December
2002 after detailed discussions and legal opinion. Revised DJUJ was
issued to all prospective bidders and opening of bids for Sipat-I was
scheduled an 28.03.2003. However, no bid was received on the last
date of bid opening. Hence, re-tenders for Sipat-] were issued on
21.4.2003 with due date for opening on 05.09.2003. However, BHEL
and other prospective bidders have again sought the extension to the
bid opening date and the bid opening for Sipat-I1 had to be extended
to October, 2003.

1.2 Bids for Barh were scheduled to be opened in August 2002 but
delay in bid opening of Sipat-I Main Plant Package due to the delays
in the reselving DJU issues/delays by BHEL in finalising collaborator
for supercritical boiler, as stated above, also resulted in delay in bid
opening for Barh Main Plant. Bids for Barh shall be opened in
November 2003.

1.3 Kahalgaon Super Thermal Power Project Stage-ll

Central Electricity Authority had accorded the Techno-economic
clearance for setting up 2x660 MW super—critical units for Kahalgaon
STPF, Stage-Il vide OM dated 23.11.2001. The project has been identified
for capacity addition during 10th Plan period. However, keeping in
view the delays in the opening of bids for Sipat STPP, Stage-l and
Barh S5TPP since BHEL was not able to finalize the Collaborater for
660 MW super-critical units ard hence delay in finalization of super-
ctihcal units. The issue was deliberated at length with MOP and CEA
with a view to identify actions and to achieve the targeted capacity



addition in the 1Mth Plan period to avoid further delay in
implementation of the Kahalgaon project. It was considered prudent
to reconfigure the Kahalgaoh project from 2x660 MW super-critical
units to sub-critical units of 2x500 MW in Stage-Il, Phase-I followed
by 1x500 MW unit in Stage-II, Phase-II.

Subsequently, invitation to bids for the Steam Generator Fackapge
& Turbine Generator Package for Kahalgaon STPF, Stage-II, Fhase-l
was released in December 2002 and bids were ¢pened in April 2003.
Steam Generator package was awarded on 1872003 and Turbine
Generator package was awarded on 7.8.2003 and work is in progress.

Further, bids for the Main Plant packages for Kahalgaon STPF,

Stage-Tl, Phase-II (500 MW) have alsc been opened on 24th/25th
September, 2003,

Thus, it may be seen from the above that with the change in the
configuration of the Kahalgaon Project, NTPC has been able to award
the contract for 1000 MW Kahalgaon 5TPL Stage-11, Phase-l, in a timely
manrer and efforts are being made by NTPC to ensure that both the
units of the project are commissioned during 10th Plan period.

As explained earlier, in case of Sipat, Barh and Kahalgaon-, it
was decided in consultationn with MOP and CEA to introduce new
supar-critical technology and 660 MW unit size. CEA, however,
stipulated that participation by domestic bidders be ensured by NTPC.
While BHEL had been informed in end 1999/ early 2000 in this regard,
alongwith need to tie up collaboration arrangement, however BHEL
could not finalise the collaborator who would provide Joint Deed of
Undertaking for petformance of equipment as per requirement of NTPC
bid documents generally on the line of these obtained in mid-1980s
when 500 MW units were introduced in NTPC's Super Thermat Power
Plants at Singrauli, Kerba, Ramagundam etc. Inability of BHEL to
timely tie-up qualified collaborator/make them agree to provide
required back-up guarantees/JDU could pot have been foreseen by
NTEC /CEA/MOF.

NTPC has very well established project planning, engineering anc
implementation systems backed-up by computer based Integrated
Project Management and Control Systems (IPCMS3) which have helped
NTPC to implement its projects without time and cost overruns.

Achieving the Budgeted Qutlay

Against the BE 200203 of Rs. 3506 crore (RE 2002-03 of Rs. 2712
crore}, the actual expenditure incurmed during the year 2002-03, was
Es. 3515.48 crore. Thus there is no shortfall in budget ntilization during
300203 pis-a-vis approved outlay.



During 2003-04, budget outlay of Ra. 4501 crare had been approved
{against actual expenditure of Hs. 351548 crore during 2002-03). In
addition to Talcher STPE Stage-Nl (2000 MW), Rihand STPP Stage-ll
{1000 MW), Ramagundam STPP Stage-HI (500 MW} and Koldam HFP
{800 MW) which were under implementation last year, Vindhyachal
STPF Stage-1I (1000 MW) and Kahalgaon STPF, Stage-I1, Phase-1 {1000
MW, have taken off durng the last 67 months, Further, negotiations
are in advanced stage for Unchahar Stage-T0 {210 MW} Main Plant
bids have been opened for Kahalgaon Stage-lIl, Phase-Il, (500 MW)
and for Sipat Stage-Il {1000 MW) from 22 to 25 Septemnber, 2003.

Keeping in view the progress of on-going projects as well as
anticipation of main plant awards for aforesald new projects, Budget
outlay of Rs. 4501 crore for 2003-04 is likely to be fully utilized.

[Minister of Power OM. Na. 3/1/2003-In-1 dated: 13.11.2003]
Recommendation {51, Nos. 16 and 17, Para Nos. 273 and 274}

The Commitiee are also unhappy to note that in spite of various
steps the Government/NTTC have taken to recover the arrears from
power utilities as well as the State Electricty Boards/Electricity
Departments, the outstanding dues as on 21.1.2003 have increased to
Rs. 26084.60 crore (Principal Rs. 162%0.58 crore and surcharge
Rs. 9794.02 crore} from Rs. 22997 28 crore (Principal Rs. 1424203 crore
and surcharge Rs. 8735.22 crore) on 31.3.2002 and Rs. 16063.4% crore
{Principal Rs. 9800.65 crore and surcharge Bs. 6262.84 crore) as on
31.3.2001. The Committee observe that 24 State Governments have so
far accepted the scheme which prevides for securitisation of dues {after
6o waiver of surcharge) against energy supplied upto 31.9.2001 in
the form of 15 years 8.5% tax free bonds to be issued by the State
Govls. to CP5Us. For ensuring full payment of current dues, the Scheme
stipulates opening of Letter of Credit equivalent to 105% of the average
monthly billing of proceedings 12 months with six monthly
adjustments. In case the dues remain unpaid for more than ¥ days,
such outstanding dues would be recovered the State’s account
maintained with RBI for which a Tripartite Agreement is required to
be signed among the State Government, Govemment of India and
EBI. However, the sesultant outcome is yet to be achieved. The
Commitiee, therefore, recommend that besides the tripartite agreement
the Government should help NTPC by way of Central Appropriations
out of Central Plan Assisfance to States to help in recovery of
outstanding dues of NTPC against various defaulting SEBs, regulation
of power supplies, etc. The Comunittee also feel that take over of
power stations from SEBs is alsc a good steps to recover the



outstanding dues and would like to know the details of other power
stations being selected and offered to NTPC against their cutstanding
dues. Taking note of the various steps taken so far by the Government/
NTPFC to recaver the outstanding dues, the Committee would like to
be apprised of the reasans for continuous increase in the outstanding
dues including principal amount and the time by which all these dues
are fargeted to be neutralized.

The Cormumittee appreciate the Government's decision to securitise
the dues of power P5Us. At the same time, the Committee recommend
that steps should be taken to recover the dues in a time bound manner.
There is also a need to monitor the working of SEBs closely so that
they generate enough tesources for their ongoing and future power
projects.

Reply of the Government

The scheme for one time settlement of outstanding dues payable
by SEBs to the CPSUs was announced on 17.04.2002. Under this scheme
a tripartite agreement (TPA} was to be entered into by the Govermment
af India, Reserve Bank of India (RBI) and the State Government
concerned. Getting all the 28 State Governments sign the TPA and
working out the procedure with the Ministry of Finance and the RBI
to operationalise the scheme took time. Finally, 27 State Governments
have issued special power bonds amounting to Rs. 28983.8540 arore in
two batches—the first on 01.09.2003 by 17 States Covernments for
Rs. 21211.4%60 crore and the second on 30.09.2003 by 10 State
Governments for Rs. 77723580 crore. The Goverrenent of Tharkhand
did not notify issue of power bonds within the target date fixed by
RBIL. RBI has been informally been requested to allow 15 days’ Hme to
allow Government of Jharkhand also to securitise its sutstanding dues.
Thus, with the issue of power bonds, the cutstanding dues payable by
the SEBs to the CP5Us as on 30.09.2001 stand securitised except that
of Government of Jharkhand.

The TPA alse provide for regular payment of current dues by
means of opening of letter of credit equal to 105% of the average
monthly billing for the preceding 12 months or establish any other
security mechanism that is mutually acceptable to the contracting
parties. Improvement in current cash realisations have been reported
by CPSUs like NTPC up to 98.20% of its April-July, 2003 billing from
76.70% of its 200102 billing; Powergrid up to 99% of its April-July,
2003 billing from 80.19% of its 2001-02 billing; NHPC up to 97.51% of
its April-July, 2003 billing from 72.50% of its 200102 billing.

[Ministrty of Power OM. No. 8/10/2003-Fin. dated: 13.11.2003]



Eerommendation {SLNo. 27, Para No. 2.130)

The Committee have observed that the Accelerated Power
Development and Reforms FProgrammes {APDRF) have two
components. 50% of the funding goes as an incentive if any SEB is
able to reduce its cash losses compared to the base year 2000-01. The
remaining component is for investment in the Distribution sector, for
example, metering upto 11kV level, energy andits and strengthening
of the distribution network. The Committee further note that out of
Es. 1780 crore (50% of the AFPDRP funds for the current year),
Ra, 1087.59 crore already stands released. Provision for 2003-04 has
been kept -at Rs. 3500.00 crore. The Cammittee find that as per the
recommendation made by the expert Commiltee on State specific
reforms, certain changes have been effected in APDRF scheme.
Asgistance under this scheme should be leveraged by obtaining a
malching contribution from the State. In other words, while the fund
under AFDRP provide 5% of the funds reguired for a project, the
balance 50% funds of the project requirernent should be raised by the
State and disbursal takes place after the projects are financially closed.
Further, the APDRF has alse an incentive component to encourage/
motivate utilities to reduce their cash losses. The funds under the
incentive scheme are to be disbursed as a ope-for-two matching grant
based on reduction of the gap between unit cost of supply and revenue
realization. The Committee desire that all the recommendations of the
expert Committee be implemented by the State Governments at the
earliest to gel benefits under APDRF Frogramme, The Comuniitee also
desire that efforts should be made to complete the 63 circles identified
as ‘Centres of Excellence’ at the carliest and hope that the task of
covering all the circles in the country will be expeditiously completed.
The Comimitiee also desire that the Central and State Govermments
should take necessary steps to ensure 100% electrification in and around
the ‘Centre of Excellence’ identified circles.

Reply of the Government
The Committee have raised the fellowing corcermns:

a. assistance under this scheme should be leveraged by
obtaining a matching contribution from the State;

b. all the recommmendations of the Expert Committee be
implemented by the State Governments at the earliest to
get benefits under APDRP;

c. efforts be made to complete the 63 circles identified as
‘Centre of Excellence’ expediticusly;



d. the central and State Governments should take necessary
steps 1o ensure 100% electrification in and arcund the "Centre
of Excellence’ identified circles.

As regards the recomimendation of the Committee at {a) above, it
is stated that under APDRP, funds are provided through a combination
of grant and loans to the State Governments as additional Central
Plan Assistance. APDRP finances 100% of the project cost in Special
Category States {all North Eastern States, Sikkim, Uttaranchal, Himachal
Pradesh and J&K) in the ratio of 9% grant and 10% soft loan. In
respect of other States (Non Special Category), APDRF finances 50%
of the project cost and the ratio of grant and loan will be 1:1. SEBs/
Utilities have to arrange remaining 50% of the fund from PFC/REC or
other financial institations as counter part fund. Those SEBs/Utilities
who do not want to take loan from the financial inskitutions, can
arrange the matching contribution from their own resources. Punds
under APDRP are released after tie-up of matching contribution is
made by the SEB/Utility concerned.

As regards the recommendation of the Comnittee at (b) above,
the Ministry of Power has requested the Energy/Power Secretaries of
all the States on 21.1.2003 to implement the vecommendations of the
Expert Committes, particularly those relating to the reforms framework
and the board principles of financial restructuring.

As regards the recaommendation of the Committee at {c) above, it
is stated that 63 circles were identified during 2000-01 for
implementation of sub-transmission and distribution system under the
APDP scheme. Projects worth Rs. 6575 Crores have been sanctioned
for strengthening and upgradation of sub-transmission and dishribubion
network in these circles till date. The work is under progress.
Government of India has so far released Ra. 1251 crore for
implementation of these projects and SEBs/Utilities have utilised
Rs. 1597 crore including their matching contribution so far.

Ag regards the recommendation of the Comumittee at {d) above, it
is stated that all the State Governments have been requested to accord
top priority to completion of projects approved under APDRP and
take necessary steps to ensure 100% electrification in and around the
63 circles. The Adviser-cum-Consultants have also been requested to
serupulously monitor the projects.

[Ministry of Power OM. No. 5/1/2002-AFDRP (Pt.) dated:
13.11.2003]



Recommendation {S1.No. 28, Para No. 2.131)

The Comnittee have been informed that there had been differences
in emphasis between the Ministry of Power and Ministry of Finance
on the ultimate objectives of the APDF, the predecessor of the APDRP
In the first year of the APDP scheme, e, 2000-2001, Rs, 934.55 crores
were released by the Ministry of Finance against the budget availability
of Rs. 1000 crore for that year. This was done on the basis of
Memoranda of Understanding reached between the Ministry of Power
and the respective State Govermments. According to the guidelines
finalized by the Ministry of Power in consultation with the Ministry
of Finance and the Planning Cornmission further funds were to be
released on the basis of utilization certificates. The guidelines further
stipulated that the State Governments set apart separate account to
which releases from APDP made by Government of India would flow
and that such funds should be released within seven days to the
implementing agencies for the works envisaged in the APDP scheme.
Although, the Commiltee appreciate that the guidelines do exist for
releasing of funds within seven days to the implementing agencies,
the Conunittee are perturbed to note that by January, 2002 most States
had not transferred APDP funds to the SEBs and power utilibes not
a single Utilisation Certificate was received by the Ministry of Power
on the basis of which any further release could be agreed to by the
Ministry of Finance. Thus, in the year 2001-2002, leaving aside
Rs. 43.50 crores to West Bengal on the basis of the MoU that they had
entered into, no amount could be released to any State. In view of the
fact bronght to the notice of the Committee, they would like to know
whether any such violation of the scheme has been reported to the
Ministry of Fower or the Ministty, sus-meio have examined the issue.
The Committee would like to be apprised in the matter The Committee
also feel that the conditions laid down by the expert Cormmittee to
ensure propet utilization of funds should be sl:rictﬁr followed.

Reply of the Government
The Committee have raised the following concemns:

a. non-transfer of APDRP funds by the State Governments to
the SEBs and Power Utilities resulting into non-receipt of
Utilisation Certificates and consequently no release of funds
fot the year 2001-2002;

b. the funds released under APDP for 2000-2001 were not
transterred to the SEBs/Utilities by most of the States /upto
Janwary, 2002, in spite of a provision for transfer of funds
within seven days. Details of the violations made by the
State Governments in this regard may be indicated;

¢. fulfilment of conditions laid by Expert Comunittee.



As regards {a) above, it is stated that after release of funds during
200001, the States were asked to commit certain reforms to be carried
out in the State power sector and show improvement on agreed
benchmark parameters through the instrument of Memorandum of
Agreement (MoA). The States were asked te submit Detailed Project
Reports (DPEs) as per the guidelines issued by the Ministry and also
ensure that Utilities sign MoA. Funds could not be released in 2001-02
as the formalities were not completed in time. Considering ground work
had to be done in order to fulfill the minimum conditionalities, of signing
the MoAs and submit proposals with Detailed Project Reports.

Projects proposed by States, which signed MoAs during 2002-03
and submitted DPRs were sanctioned progressively in July 2002, -
September, 2002, November 2002, and May 2003. The Ministry of
Finance was requested to release first tranche of funds amounting to
25% of the sanctioned project cost for each States. Funds amounting to
Rs. 2134.78 crores were released in three instalments re. Rs. 425.94
crores, Rs. 661.65 crores and 1047.191 crores in April 2002, January
2003 and March 2003 respectively.

As repards (b) above, it is stated that no violation has been reported
so far but it has come to the notce of the Mindstry that Jharkhand has
not transferred funds to the SEB. It is proposed to adjust funds lying
with the State Government against their entilement for 2003-04.

As regards {c) abowve, all the State Governments have been
requested to implement the recommendations of the Expert Comunittes.

[Minister of Power ENo. No. 5/1/2002-AFDRP {PL)}
dated: 13,11.2003]

Reply of the Ministry of Finance

The release of funds duting the year 2000-01 was made as per the
recommendations of the Ministry of Power to those States which enter
into an MoA with Ministry of Power for implementation of the
Scheme. The Ministry of Power had recommended the release of
Es. 1285.35 crores to the States under AFDP Scheme during February,
2002, The Ministry of Finance had earlier in July, 2001, September
2001 & November 2001 had written o the Ministry of Power at
Secretary and Minister level stating that further release of funds would
be after the review of the performance of the States in the scheme
through the utilization certificate raceived. The RE was also reduced
Bs. 450 crores as by February, 2002 only Rs. 4341 crores has been
disbursed out of the BE provisions. The Ministry of Power was
informed wide letter No. 41{3)/TF-1/2001 dated 28th March, 2002 of
the FM that the recommendations received from the Ministry for Power
of further releases were not in tune with the guidelines of the scheme.

[Ministry of Finance .M. No. 17/3/2003-Inf. dated: 7.8.2003]



Recommendation (Si. No. 29, Para No. 2.132)

On being apprised Ly the Ministry of Finance that to date Ministry
of Fower have neither been able to give a comprehensive list of cash
improvements in their operations. SEB-wise to the Ministty of Finance,
nor has the Ministry of Power requested Ministry of Finance to sanction
any payments out of the incentive portion of APDRP funds, the
Committee are not satisfied with the present system of allocation of
funds to the State Government directly under APFDRP. The Comunittes,
therefore, strongly urged the Government to reconsider the sanction/
disbursal of funds under APDRP to State Governments and stressed
that the funds should directly be released to implemnenting agencies
for both the incentive and investment portion of AFDRP funds.

Reply of the Government

The Committee have raised the concern of releasing funds directly
to the State Governments and have recommended that funds be
released directly to the implementing agencies for both the incentive
and investment portion of APDRP funds. In this connection; it is stated _
that funds released under APDRP are of the nature of additicnal centra)
assistance over an above the nommal central plan allocation and are
released directly to the State Government concerned by the Ministry
of Finance. However, all the State Governments had already advised
that funds could be released directly to the project authorities to
facilitate early execution and completion of praojects, if the State
Government concerned 3¢ recommends on a case to case basis. The
recomunendations of the Cormmittee have been circulated to all the
State Governments reiterating the provision for release of funds directly
to the jmplementing agencies as mentioned above. Therefore, the
Ministry of Power will advise the Ministry of Finance to release funds
directly to the project autharity concerned, if recommendation of the
State Government concerned are received in this regard.

[Minister of Power FENo. No. 5/ 1/2002-APDRP (Ft.)
dated: 13.11.2003]

Reply of the Ministry of Finance

During the year 2003-04 a sum of Rs. 830.34 crore has been released
to Govt. of Gujarat, Maharashtra and Haryana out of the incentive
component of the APDRP Scheme for the reduction in cash loss, as
per the recommendations of the Ministry of Power. As per the existing
policy of release of funds are to be released to the impiementing
agencies only through the State Government.

[Ministry of Finance OM. No. 17.3.2003Inf. dated: 7.8.2003)
Comments of the Committee
{Please see Para 48 of Chapter I of the Report)



Recommendation (51L.No. 30, Para Nao. 2.140)

The Committee note that gas is supplied to different segments of
economy i.e. textiles, fertilizers, power and other sector as per allocation
policy. However, supply of gas to power sector is not a priotity area.
The Committee have further observed that new allocations are being
made without fulfilling the requirement of the existing consumers,
which results in under-utilisation of the existing installed capacity. The
Committee de not approve of not according priority sector status to
power sector and starving the existing consumers/ubliies of power
supply. The Committee are of the view that since power is critical
infrastructure for economic development and mother of all industries,
there is no justifiable argument/reason, in denying priority status to
sector. Further, since there is shortage of power-peaking & non-peaking,
steps ought to be taken to meet the power requirement of the masses.
The Committee desire that while allocating supply to different sectors
of the economy top-most preference should be given to power sector
s0 as to make ather sectors get going. Further, the gas requirements
as per the firm allocation for the existing consumers should be fully
met first, before making allocation to new consumers. The Committee
also desire that Government should make use of new gas finds—both
in public and private sectors, in augmenting the supply of gas to
varicus sectors, including power. The Committee also recommend that
Government should explore the possibilities of sourcing gas from
neighbouring countries like Bangladesh and other sectors for use in
POWET.

Reply of the Government

The Ministry of Petroleum & Natural Gas have informed that the
gas allocations are made by the Government on the recommendation
of an Inter-Ministerial Committee, namely, Gas Linkage Comunittes
(GLC). consisting of representatives of Planning Comrnission, Ministry
of Power, Department of Fertilisers, Ministry of 5Steel and others
concerned. Of the total allocation of arpund 119 MMSUCMD, 44%
allocation is for the power sector. As against the above allocations, the
total availability of gas is around 67 MMSCMD. M this, around 44%
gas is supplied to power sector alone, whereas, the combined, supply
to power and fertilizer sectors is around 78%. About 8% of the available
gas is consumed by GAIL for internal use, ie. extraction of C2, C3
and C4 fractions and use in gas compressors. Around 55% is supplied
for transport sector and industries in the Taj Trapezium Zone as per
the directions of Supreme Court of India. Remaining 8.5% is supplied
to some sponge iron consumers, a large number of small consumners
in the glass and ceramic industries, etc, From the above, it is clear
that distinct priority is accorded in the allocation and supply to the
power Sector.



The gap between the allocation and the supply is on account of
various reasons, e.g bulk of the allocation was made prior to 1990
after taking into account the possibility of some of the gas based
piants not materializmg due to various factors, the gas availability
profiles of ONGC underwent to downward revision compared to the
earlier projections, ete.

As per gas availability projections of ONGC for existing fields, the
same is not likely to improve in near future. In view of this,
Government has almost stopped fresh allocation of gas to large projects.
Presently, only some gas allocations are considered in cases of
availability indicated by ONGC from isolated or marginal fields. Since, -
the gas availability in such cases is only for a short period the
allocations are also made on fallback basis {interruptible basis).

in order to meet the large gap between the demand and supply
of gas, MOP&NG has adopted a multi-pronged strategy for augmenting
as supplies. Major policy initiatives include:—

(a) Intensification in the exploration through New Exploration
licensing Policy (NELP) bidding rounds.

{b} Intensification in exploitation of Coal Bed Methane resources
through competitive bidding rounds.

(¢) Encouraging development of projects to import LNG as well
as pipeline gas.

{d) Bilateral injtiatives for LNG import and for transnational
gas pipelines.

All such additional gas from various new sources will be available
at market determined prices.

[Ministry of Power QM. No. PS-18/2003-IPC dated: 13.11.2003)
Recommendation (SLNeo. 31, Para No. 2.147)

The Comynittee find that in accordance with liquid fuel policy,
Government atlowed use of natural Eas, as feedstock for power sector
The policy aimed at setting up of short gestation power projects, to
meet immediate shortage of power. The gas based power stations were
installed by incurring huge expenditure. Sadly, ONGC/GAIL failed to
supply contracted quantity of gas to most of gas-based power stations,
resuiting in poor Plant Load Factor {FLF} and thereby chronic shortage
of power, The Goverrynent of Delhi and Gujarat have pleaded allocation



of gas to the States to run the existing power plants. The Committee,
see merit in their contention and desire that the Government should
not only supply contracted quality of gas, but also enhance the gas
supply to meet the power requirements.

Reply of the Government

The Ministry of Fetroleumn & Natural Gas have informed that the
total availability of natural gas from ONGC and OIL is limited to
around 67 MMSCMD, whereas the demnand is much more. Therefore,
all allocations are on “as available” basis and all the consumers are
contractually required o have a ‘dual fuel facility’ so that even when
the availability of gas is less they may run their cperations. However,
Government is taking several inibatives to increase the availability of
natural gas so that the full requirement of power, fertilizer and other
sectors may be met. In this regard, it may be stated that re-gassified
LNG from Petronet LNG Limited's, Dahej Terminal, will be available
from first quarter of 2004.

[Ministry of Power O.M. No. PS-18/2003-IPC dated: 13.11.2003]



CHAI'TER 1l

RECOMMENDATIONS /OBSERVATIONS WHICH THE
COMMITTEE DC NOT DESIRE TQ PURSUE IN
VIEW OF THE GOVERNMENT'S REFLIES

Recommendation {SLNo, 5 Para No. 2.34)

The Committee are concetned to note that Dabhol Power Project
in which huge investment was made by Indian Financial Institutions,
is not generating electricity and lying idle. The Committee desire that
Government should take concrete result-oriented steps to revitalize the
power station, 50 as to make the project viable, thereby augmenting
capacity addition during 10th Plan period. Accordingly, DPC Phase1
should be restarted and Phase-Tl be operationalize at the earliest,

Reply of the Government

Though the Dabhol Project is essentially a State Sector power
project, Government of India is keen that it should be re-started as
quickly as possible considering the huge investments made and also
the shortage of power faced by the State of Maharashira in recent
times. GOI has agreed to facilitate any amicable scluton to facilitate
early revival & restructuring of the Dabhol in a way that the concens
of the various stake holders, ie the existing equity holders, foreign
and Indian lenders and the MSEB are met. Ministry of Power has
offered the assistance of NTPC to act as the O&M contractor for
restarting and running the plant pending settlement of various legal
issues and induction of the new sponsor. Ministry of Finance has taken
the lead in facilitating the restructuring process which includes restart
of Fhase-T and completion & operationalisation of Phase-II inchuding
the LNG facility.

The cooperation of GE and Bechtel, both US based companies
having a 10% equity stake each in the project, is considered essential
for the revival process. The Indian lenders led by IDBI, have propased
to bring in new sponscrs of the project to replace Enron and have
been in discussion with the various stake holders as well as the
Government of India and Government of Maharashtra, The completion
package also has to take into account a logical conclusion of all legal
proceedings. Government of Maharashira has allowed the MSEB to
draw pewer at an optimum level of 83% of the base load capacity of
Fhase-l at a tariff of Rs. 2.80 per KWH on an intrim basis without
prejudice to MSEB's GOMs rights and connections in the pending
arbitration/judicial /MERC proceedings

[Ministry of Power OM. No. PS-18/2003-IPC Dated: 13.11.2003]



Recommendation (SI.No. 7, Para No. 2.42)

The Committee are happy to note that during the last 4 years of
National Energy Conservabon Award Scheme {ie. in 1999, 2000, 2001
& 2007), the industrial units have collectively saved 1855 milliom KWh
of electrical energy, equivalent to the energy generated from a
357 MW thermal power station operation at a FLF of 60%. The
participating units have also saved 6.8 lakh kiloliters of fumace oil,
14.98 lakh metric tones of coal and 42668 lakh cubic meter of gas per
annum. In the monetary terms, these units have been able to save Rs.
1752.00 crore per annum with an average payback peried of 20 months.
Although the Committee are satisfied to note the ambitious plams for
energy saving by the end of 10th Flan ie by 200607 wherehy, the
anticipated monetary benefits assessed are to the tune of Rs. 19,.500.00
crore. The Commiftee are unable to understand the reasons as to why
no budget allocation for the Bureau of Energy Efficiency during 2003
04 has been made against Rs. 51.21 crore at the RE stage during 2002-
03. Taking note of the Action Plan for energy conservation including
thrust areas like Indian Industry Programme for Energy Conservation
(IPEC), Demand Side Management {DSM), Standards & Labelling
Programme, energy efficiency in buildings and establishments, energy
conservation building codes, professional certification and acreditation
formulation of manuals and codes, energy, efficiency policy research
programme, school education and delivery mechanism for energy
efficiency services, the Committee expect that more budgetary support
should have given to BEE to achieve the various thrust areas of the
Action Plan for Energy Conservation during 2003-04. The Committee
would alse like to know the details of the mechanism by which the
Bureau of Energy Efficiency select Energy Service Companies who are
willing to invest and recover the same through return as guaranteed
performance of energy savings and desire that the selection procedure
should be made transparent. The Cornmittee feels that there is a greater
need to bring about public awareness regarding energy efficiency
measutes of the Government which would be mandatory for the public
after four years time.

Reply of the Government
Budget Allpcation for the BEE

The Ministry of Power has released a corpus fund of Rs. 50.00
crores to the Bureau of Energy Efficiency (BEE} under the budget
allocation for the year 2002-2003 as a Grants-in-Aid, BEE has been
authorized to invest this corpus fund in such a way that it earns best
returns. The Intetest income earned in the corpus fund would be
utibized by the Bureau to meet the annual recurringfnun—recurrmg



expenditure covering project related activities, salaries and other
administrative expenses. Since the activities during the year 2003-2004
were envisaged te be in the preliminary stage, the expenditure was
likely to be met from the interest income of the corpus fund. As such,
no additional budget provision for the Burcau of Energy Efficiency
during the year 2003-04 was made.

Mechanism for Selection of Energy Service Companjes

The Bureau of Energy Efficiency is promoting Performance
Conbracting and Energy Setvice Companies as mechanism for large
scale adoption of energy efficiency services in the country. The Bureau
would propagate the concept among energy users as well as potential
service providers. The Bureau would give support in the development
af different business models, risk allocation and contract models and
disserninate them among users and also existing as well as potential
service providers. The Government has announced that Energy Service
Companies should be assigned the task of improving energy efficiency
through Performance Contracting Route. The Bureau has accordingly
prepared a draft Performance Contract for implementing Energy
Efficiency measures in Central Government Buildings. The document
includes bid Selection Criteria, Performance Monitoring and Verification
protocol, Performance contract-—guaranteed savings, Asset security,
Payment security and Payment terms at the final stage of approval. A
hwo-stage procedure will be adopted by the incharge of the government
building in evaluating the proposals received from the various ESCQOs:-

(i) a technical evaluation which will be carried out prior to
opening any financial proposal;
(ii) a financial evaluation.
The bidder firms will be ranked using a technical score as under:-
(i) Technical Evaluatinn

The Evaluation Commiltee appointed by the incharge of
Government building will carry out its evaluation applying the
evaluation eriteriza and point system. Each responsive proposal will be
evaluated a technical score taking inte account the following:-

{a) ESCO relevant experience for the assignment — 5 to 10 marks
{b) Technical Approach & methodology — 20 to 25 marks

(¢) Key personnel {this includes the general — 65 to 70 marks
qualifications of each staff, and resources proposed for the
assignment, general qualifications, adequacy for the project,
previous maintenance experience, financial strength of the
company, involvement in skills transfer programme & training
ability)



Cuality and competence of the ESCO Company shall be considered
as the paramount requirement. The technical proposals scoring not
less than 75% of the fotal points could only be considered for financial
evaluabon.

(i1} Financial Evaluation

The financial proposals would be the main criterian. The technical
proposal is only for screening purposes. The net present worth of all
energy savings and lower maintenance charges would be captured on
two-time scale, i.e. during the contract period {5 years) and during the
entire life cycle of a minimum cycle of 10 years of the project. The
proposal shall be ranked on the [ollowing weightages:-

Net Present Value (NPV) during the contract perfod - 30 points
Net Present Value {NPV} during entire life cycle - 70 points

The ESCO with the maximum score would be the successiul bidder
The procedure outlined above ensures transparency in the selection.

Public Awareness on Energy Efficiency

The Bureau of Energy Efficiency bas already launched a programme
for Energy Awareness among school children to bring about public
awareness through medium of school geing children in 30 schools in
Delhi. The programme inciude sensitization of teachers and principals,
development of course materials, awareness programme for the students
and incorporation of energy efficiency related syllabus in the school
curriculum.

The Bureau plan to encourage programme-specific awareness
campaign. The awareness campaign would be integrated into the
programmne and will forus target groups in order to bring ophimal
results.

(Ministry of Power O.M. No. 10/1/2003-Fin dated: 13.11.2003]
Recommendabion (51.Mo. 18, Para No. 176}

The Commitiee have observed that Nabinagar Thermal! Power
Station was originally conceived by Bihar 5EB in 1988-89 for an ultimate
capacity of 1500 MW with World Bank Assistance. However, due to
paucity of funds with the State Government, implementation of the
project could not be taken up. Although, the Committee have earlier



also recommended that Nabinagar which was identified for
development as the first Mega Power Project (of 1000 MW capacity
including development of assotiated coal mine) for implementation by
Private Power Developer (IPP) should be taken up for implementation
duting 9th/10th Plan Periods, the Comumittee are optimistic that at
least now, the project to be jeintly undertaken by NTPC and the
Ministry of Railways will see the light of the day. The Committee,
however, would like to be apprised of the action taken by the
Government of India for contributing equity for this project and
Investment approval by PIB/CCEA. The Committee recommend the
Government to provide necessary budgetary support to the project
and take all possible steps with the State Government of Bihar to
expedite the start of the project at the earliest. The Committee would
like to know the action taken by the Government in this regard.

Reply of the Government

Nabinagar TPF (4x250 MW), Bihar-A Joint Venture of Railwaya and
NTPC/MOP

In the meeting held between Hon'ble Ministers of Power and
Railways on 7.2.2003, it was agreed that Nabinagar project (2x500 MW)
would be deveioped as a Joint Venture bebween Railways and NTPC
as a Captive Power Plant to meet Railways power requirement, Equity
contribution by Failways and NTPC/MOFP to be in ratin of 51:49,
NTPC would provide consultancy services for carrying out the
tendering activities for all packages including preparation of cost
estimates, finalising of qualifying requirements, preparation of technical
% numerical specifications till award of packages (pre-award activities),
tor carrying out detailed engineering as well as the review engineering
and past-award activities, for project management duting construction
and commissioning of the project including moenitoring and for
commisgioning activities and for operation and maintenance of the
power plant on long terms basis (5 years to be extended on mutually
agreed terms and conditions).

Subsequently, NTPC has obtained confirmation of land, water and
coal availability for the project. Various site specific studies like ELA
Study, Topographical Survey, Geo-technical Investigation. and Seismic
Study are in progress. Interim-Feasibility Report for 4x250 MW capacity
project incorporating CEA's vetted Cost Estimates has been prepared
and furmished to Railways on 25.06.03 for processing necessary
approvals. NTPC has also prepared specifications/bid documents for
Main Plant package for the project

[Ministry of Power OM, No. 3/1/2003-Th.] dated 13.11.2003]



Recommendation (S1L.No. 21, Para No. 2.93)

The Committee note that both Power Finance Corporation (PFC)
and Rural Electrification Corporation {REC) are developrnental financial
institutions in power sector financing similar schemes fe. generation,
transmission and system improvement schemes, ete. The Commitbee
further find that the scope of REC has been expanded to provide
financial assistance for projects in generation and transmission both in
niral and urban area. Accelerated Generation and Supply Programine
for funding R&M scheme will now be routed through PFC and REC.
The Committee are of the opinion that to the extent possible, no two
public institutions, should discharge the similar function. The
Committee, therefore, feel that there is a need to study a possibility of
merging these two PSUs. The Committee recommend that the
Government chould commission a study to evaluate the working of
PFC and REC s¢ that appropriate action of their merger or otherwise
may be taken by the Government. The Committee would like to be
apprised to the outcome of such study.

Reply of the Government

In a meeting of the Expert Group held on 6.12.2001 in the Planning
Commission to discuss the recovery of dues of Rural Electrification
Corporation (REC), Member (Energy), Planning Commission cbserved
that as REC was now performing the role of inter-mediation only. the
Ministry of Power may examine whether it needed two separate
financial institutions in the Ministry, namely, the PFC and REC, Member
{Energy) Planning Commission had expressed the view that the case
for sector specific financial institutions was itself nebulous and there
was no justificabion for sub-sectoral financial institutions.

However, the relevant role of PFC and REC as financial institutions
in the power sector has been examined from time to time. While both
institutions have the mandate to finance similar schemes viz. generation,
transmission and systemn improvement but REC has been recognized
as the only nodal agency at the Central level for financing rural
electrificaton programume in the country. In view of the fact that the
nation has set upon itself the task of achieving 100% village
electrification by 2007 and household electrification by 2012 and still
substantial work in the field of rural elecirification remains to be
completed, there is an imperative need to have a specific financial
institution viz. REC to cater to the financial requirements of the State
Govts. to achieve the national goal.

The main responsibility of Rural Electrification Corperation (REC)
is that of rural electrification in the country. REC has been financing
rural electrificabon programmes of the States including strengthening



of the sub-transmission and distribution upte towns having population
of less than one lakh population and small generation, especially
renewables, The sector in which REC is engaged shows low returns
and a longer pay back period. Ne budgetary support is available to
REC for carrying out this activity. REC raises the required rescurces in
the market through various instruments including infrastructure bonds.
Its ability to service the funds it raised in the market will depend
upon REC having a suitable portfolio in which besides rural
electrification, projects with higher return need alse to be included, In
order to ensure suitable returns for REC, scope of REC was extended
to provide for financial assistance for projects in generation,
transmission ard distribution, both in rural and urban areas, The rich
experience of REC and its reach throughout the country makes it
suitable even today for spearheading rural electrification programrmes
in the country, and as such its primary objective continues to be that
of rural electrification whereas Power Finance Corporation will continue
to concentrate on generation, transmission and distributon and in a
small way try to provide for rural electrification. Since the nature and
tole of both the Corporations are highly divergent the erger of both
the organisations may have an adverse impact on rural electrification
and, therefore, it is the considered opinion of the Ministry that there
i3 no need for merger of these two entities in the present context.

[Ministry of Power OM. No. 32029422 /2003-PFC and QM. No. 44/
11 /2002-DO(RE) dated: 13.11.2003)

Recommendation (51.No. 22, Para No. 2.102)

The Committee note that the plan allocation for the year 2001-02
at BE Stage was Hs. 211.72 crore, which includes Rs. 12500 crore as
net budgetary support and Rs. B6.72 crore as [EBR. Against this, the
actual expenditure was Rs. 81.30 crore. The Committee are ronstrained
to note the continuous reduction of plan cutlays for NEEPCO during
previous years. The [EBR compenent for NEERCO during BE 2002-03
was Rs. 175.28 crore. This was revised to Rs. 111.19 crore at RE stage.
The Commiittee find that against an allocation of Rs. 375.76 crare for
the year 2002-03 at BE stage, a sum of Es. 6.23 crore has been raised
against IBER up to December, 2002. However, actual expendibure made
for the Projects from April, 2002 to December, 2002 was Rs. 40.70
crore from the balance of fund available against previous year. The



total outlay for the year 2002-03 has been revised to Rs. 105.57 crore,
which comprises of Ra. £2.37 crore as NBS and Rs. 23.20 crore as
IEBR. The Committee cannot but deplore the way the outlay had been
reduced from Rs. 58,72 crore at BE stage to Rs. 20.00 crore at RE stage
for Tuirial Hydro-Electric Project on account of delay in award of
works. At the same time, the Committee would like to know the
present status of Package-1 and Package-I1 works of the Tuirial Project,
which are now reported to be proceeding satiafactorily. The Committee
would like to know the steps taken tc ensure that Rs. 48 crore
carmatked as IBER for this project during 2003-04 are achieved. The
Committee would await similar information in regard to other ongping
projects such as Kopili H.E. Project and Kameng HE. Project.

Reply of the Goverument
STATUS OF PROJECT

The Turial Hydro Electric Power Project (60 MW) in Mizoram was
accorded investment approval in July, 1998 at the cost of Rs. 368.78
crares (including IDC of Rs. 71.03 crores at June, 1997 price level). The
completed cost of the project js W=, 448.19 crores at January, 1997 price
jevel and the commissioning schedule of the project is July, 2006.

{a) Present Status of Packagel & Package-1I of Tuirial H.E. Project

51 Name of ltems Unil Total Tatal Remarks
Ne. Estimated Cummalative

Qy  Proges
l 1 3 4 5 &

Package] (Civil works of Diversion Tunnel}
Work awarded to Mig Patel Enginrering, Mambai an 28ib September, 2001

(if  Escavation Cum 45000 363212 Work progressing

) , satisfactorily. Over
fi)  Boring of DfTifc gate shaft Cum 1330 16783 300en  of exca-

(i)  Permanent swel rib MT w  qg vatien & suppor
ting of Diversion
struchie Tuntels completed.
{iv)] Comcreling Cum 55000 AH
fv}  Shotmeling i slope Cum 000 ur




1 ) 3 ! : ]
fvi}  Sheloreting i underground Cum 9000 Fi -
warks
{vi}  Rockbolting in slope M 13000 L
protection
{vili] Rockbolting in urderground BM 53000 15

PACKAGEHI {Civil works & Dam & Spillway)

Work awan'ed to M/s Pate! Engineering, Mumbai on 30th Angust, 2902

{i}  Spillway excavation Cun 1300000
fiiy  Slope protection works
Rock balt i 10500
Crchor belt Kg 112632
fil  Main Dam Excavation Cum 40000

996000

128 Work progressing
satisfactorily.
3350

71600

(b) Steps being taken tp ensure that Ra.

48 crores earmarked as

IEER for this project during 2003-04 and spent are as follows:

Other than Package-IV (Hydro-mechnical works) presentiy
subjudice, all packages have been awarded and are progressing well.
Major works of all the packages will continue as per present pace of
works, which has picked up substantially. Construction of road and
building warks are also being continued as per present pace of works.
Major works contemplated to be completed during the year are as

follow:

120,000 ¢um boring of diversion tunnel.
582,000 cum filling in main dam.
Completion of Power Haouse Excavation.
3000 cum concreting in Power House.

I o A

gates with hoist, trashrack complete.
6. Model testing & approval under LOT-V.

50% fabrication and transportation of intake gate & stoplog

It is also anticipated that LOT-IV works will be awarded shortly
for which is the matter is being pursued vigorously.



{¢) Presant Status of Kopili H.E. Project, Ind Stage

All packages are in advanced stages of completion. The project is
scheduled to be commissioned in 2003-04. Status of progress is as
under:—

&l Activity Unit Total Total Remarks
Nao. Estimated Cumulative

Quentity  Progress
1 2 3 4 5 3

PACKAGE-L  (Excavation of power house, emplying and repair of exiating funnel,
RCC lining of bye-pasa funnel, boring of high pressure tunnel and
tailrace hunnel)

WORK ORDER ISSUED TO M/S GSJ ENVOQ LTD. ON 01.10.99

1. EXCAVATION WORKS:

i)  Power House & Tail Pool Cum 160000 160000  Complded

i)  WCS & Anchor Block Com 16500 16500  Completed

(i) TRS & cut and cover Cum 118500 118200  99.74%

2z TUNNEL BORING WORKS:

@  AB in Bye Pass, B to B Cum 4825 4825  Completed
and B o PH

{i}  Tail Race Tunnel Cum 2360 230 Completed

3. CONCRETING WORKS:

i}  HRT (WCS) & Penstock Cum 3600 B/ 9%

i) TRT Cum 1230 1211 Completed

(i) Anchor Block Cum 1200 640 5335%

(iv} TRS and Cut & Cover Cum 2900 280 B206%

i PERMANENT STEEL SUPPORTS:
] HET &k Perstock MT 315 315 ﬂnmpleter.l
@ TRT MT g 40 Completed
5.  STEEL REINFORCEMENT:

)  Anchor Block & Portall Aresa  MT 50 7 5%




1 2 3 4 5 b

{it TRS & cut and cover MT 300 3 A%

6.  DRILLING & GROUTING:

(i}  Drlling R pFicH 7 1645%
(i} Grouting Bags 16,700 15585  93.37%

PACKAGE-IL: (Procurement of BQ plates, fabrication & erection of stee]
liner, grouting in tunnel, concreting in power house,
fabrication and erection of power house steel structure and
other miscellanecus works,

WORK ORDER ISSUED TO M/S P DAS & CD. ON 07.06.2000

1. FABRICATION:

{t  Fabtication of PH steel structure MT a0 B3R W%

(i}  Fabrication of stee! liner MT 680  680.279 56805
{ii}  Fabrication of D/T gate No A 2 Completed
Z. ERECTION:

{i)  Erection of PH steel structure MT 920 S %9.08%

{ii}  Erection of steel liner MT 550 61950 MY
{ili)  Erection of D/T gate No 2 ]

3 Concreting (M-20) Cum: 10762 10013 W%

PACKAGE-IL (Sapply and erection of EOT Crane, Tarbine, Generator, Extension of
Existing Switchyard)

(ELEC. WORKS)

1 2 3 4

1. Ground mat power house area Completed

2 Manufacture, supply, erection & Job  Erection completed on 10.09.02
commissioning of EOT crape (100/25 T)

3 Erection, testing. trial run and Job 1. Teial assembly of guide
commissioning of 1x25 MW KHEP apparius—n progress.

Stage-TL




4

Switchyard

Job

Fitting, fixing & weking of
outlet  pipe  with
disnantiing joint of MIV—
Completed.

Fitting & fixing of inlet
pipe of MIV—Compieted,
Laying of cooling water
pipe line—in progress.
HV test & impedance test
of individual pole—
Completed.

Botor  assembly  (Rim
building, wound pole
mounting & pole to pole
connectionf—Completed.

Stator & bottom bracket
sole plate levelling &
bixing—In progress.

Werk order placed lo
M/s PSC an
19.09.2002. Work is in
progress.

(d) PRESENT STATUS OF KAMENG H.E. PROJECT

S5 Name of heme Urit  Toll  Total Comulative Remarks
Mo Btimaied  Progress
Quaniity

1 ! 1 i ) ]
1 Topogrphical Survey
L TengzKimi hon abgneet — 5 lom
b.  Bichom-Tenga Tk hunnel - 5

Aligrotent
¢ Coniwr sarvey of submecgence — 1§ Weuk in Prigrees

e of Tenga reservoir
d  Denll surery of Kimi PH aea - 15 Work stared Sike has been champed and

identified. Detl sorvey will
be taken np abter final site
selection.




i
fii}

Croes section of Eameng river
Croz. section of Bichom thws

Setamic and resistivity tesl

Pesign sismic -efficent of
A0t siruchune

Reservoir induced seismicity

Hydro-mechardcal ohaervations
Collecion of st duta & ity
aalys

Geslogiaal 2xplaextion
Detiog

o Deifting at Bichom ares.

b Dvifting &l Tenga dam sike are

Comtrutins maberiol survey
Wentification of quamy o
omrstroction. material & lesting,

Read cvmonicalion

Trgrovemant of Khupi-Kimi
Roud
Improvement of Khupi-Tenga
mad

Consiraction of Pivjok-Ximi

Construction of Tengs-Bichor
foad

B R

Ly

Yet o st

Work, parted

Work, in progress
Work in pogmes

Bichoan completad.
070 m
Am

Formadien— 300 km
Sarfaring—1723 km,
Hackiopping—20 k.
Formation—1480 k.
Surfacing—553 km.

Survey mm weported 21 e,
Survey is being startd shortly
Preparation of cyoss sectint &
P complewd,

Collection of Beld data s

Work in progres

Wink entrusied 10 BRTE
Fomd 15 experied 1o be
epable shorty

Work exinsied i BRTP
Road iz ewpected ko be
Jepable shortly
Recontwissance sarvey by
BRTF completeri, As BRTF bag
sepressed their inability ko
ke op this work, the work
i being curied oot by
NEEPCO thoough coniracine
Renrwassmee sarvey
bﬁrﬂ Dncis
on g op of B mad will
be taken up shorfly.




B Mostel type semipennssent building.

M) At Woupi ama

2. r Exzculive hostel Mo i %% Wk in progress

b Sk cop % Work in progress

fir At Bichn Area

8. Sc Bescutive hosk]

b Enscullve hostsd |, R | L Bsued

¢ Stafi Hosted

Mame of Propct, Latest Ciost Funding Diie of Eresant Stats

Crpacity & {Re in Cry) Ageocy Commissioning fas on March 2003}

Locstion
280 MW, Pre- FIB
mesting is
scheduled for
2th June, 2003.

(b) PRESENT STATUS OF TIPATMUKH H.E. PROJECT {1500 MW)

* Status of MoU and NOC fromn State Governments
» Moll with Govt of Manipur signed on 9th January 2003.
* NOC from the Govt. of Assam obtained {n July 200z
* NOC from the Govt of Mizoram obtained in August 2001.
* Status of varioms clearances

* 1st stage site clearance from MOE&F obtained in May 2002,

* Section 18A of the Elechricity {Supply} Act issued in Jan,
2003,

*» CEA considered the proposal for accord of TEC on
9th January 2003. Techno-Economic Appraisal found to be
in order and conveyed by CEA on 20th January 2003.

* {(azette Notification under Section 292) of the Electricity
(Supply} Act, 1948 published in Manipur Gazette on
20th January 2003. 35 representations of minor nature have



been received through the State Government which also have
been replied through the State Government. There is no
financial implication on the project cost on account of these
representations.

Gazette Nofification under Section 29(2) of the Electricity
(Supply) Act. 1948 published in Mizoram Gazette on 10th
March, 2003 and no representations have been received
within the statutory &0 days by NEEPCO through the State
Government. Few representations received directly are of
minor nature which do not have any financial implication
an the project cost parameters.

CEA is being persued for early accord of TEC.
Funding of the project : Letter of comfort from PFC obtained.
Pre-PIB held on 17th February 2003.

" Sale of Power

Letter of comfort abtained from PTC.

* Further Steps

TEC by CEA
Pre-PPIB/PIBE.

Environment and Ferest clearance. Work for E1IA and EMP
studies have been awarded and the same is under progress,
after which formal application for obtaining E&F clearance
from MOE&F will be submitted. 1st stage and 2nd stage
site clearances abtained from MOE&F.

CCEA.

Note: Parallel activity for preparation of tender documents for short-
listing on prospective bidders have already been taken up.

[Ministry of Power O.M. No. 14/4/2002-H-11 dated: 13.11.2003]

Recommendation (S1.No. 25, Para No. 2.105)

The Committee also urge the Govermnment/NEEPCO to take all
pussible measures so that targeted IEBR/NBS for various projects viz.
Tuirial H.E,, Kopili HE. and Kameng. H.E. be fully expended during
2003-04. The Committee would like to be apprised of the action taken
in this tegard.



Reply of the Government

Already replied under para 2.102 and 2.103 above. All out efforts
are being made to achieve the targets planned for the year 2003-2004
in respect of Tuirial HE. Project. Kopili H.E. Project-2nd Stage &
Kameng H.E. Project and utilization of fund thereof.

[Ministry of Power OM. No. 14/4/2002-H-IT dated: 13.11.2003]
RecommendaHon {SLNo. 32 and 33, Fara No. 2,142 & 2.143)

The Cotnmittee find that Government intend to raise the price of
gas being used as feedstock in thermal plants. In the opinion of the
Committee this move of the Governmment will increase the delivered
cost of power which is still on the high side as compared to world
scenafio. The Comunittee further find that presently the price of
domestic natural gas in India is fixed at 75% parity to a basket of fuel
cils with a floor of Rs. 2150 per MCM and ceiling of Rs. 2850 per
MCM. Accordingly, the total delivery price to power plants ranges
anywhere from Rs. 4700 to Rs. 5400 per MCM based upon which the
fuel costs of geperation presently ranges from about Rs. 0.90 per
kilowatt hour to Rs. 1.06 per kilowatt hour depending upon the location
of the power plant,

The Comunitiee further note that the pricing of gas is an extremely
sensitive subject as any increase would directly get reflected in increase
in price of power which would have to be recovered from the
consumers through revision of taniffs, The Committee do nat share the
contention of the Government that there is a4 need to increase the
price of gas, since the existing prices in India are comparable to the
well head prices in most of the developed countries. Further, the
existing gas prices in India fully cover the cost of gas production from
ONGC/OIL. Moreover, pegging of price of produced natural gas to
the international prices of a basket of fuel oils is also not logical since
these are two separate commodities. In this context, the Committee
would like to remind that gas production in Indla was by and large
in 50:50 ratio as associated gas and free gas {present 30:70). The gas
based infrastructure {power plants) were accordingly created by the
uhility sector also to utilize the associate gas which otherwise was
being flared without yielding any revenue to the oil sector. Further,
world wide there is no such practice of linking the price of gas to that
of Fuel Oil. In the event of rise in price of gas the power sector will
financially suffer in more than ene way which will get reflected in all
other sectors of the economy Once the ceiling limits are withdrawn
and the price of gas fixed at 100% parity of fuel cil, the variable cost



of generation may increase steeply. Considering the existing basket
price of fuel oils, the price of gas is likely to become altnost double
from ity existing level. Irkrease in cost of fuel per unit generation will
reduce in scheduling given for generation under merit order operation,
This inter-alin will cause reduction in PLF and consumer will land up
paying highet costs without drawing the power. Since PLF is going
down, the power sector will have to pay for gas as committed under
the take or pay clause even without its consumption thereby incurring
huge losses. Even fixed charges per KHz will alse increase due to
lower off-take of power, thus incteasing the power cost both on account
of fuel price as well as fixed charges per KHz. In view of the foregoing
the Committee recommend that the concept of linking the price of
natural gas to the basket of fuel cils lacks logic and therefore should
not be insisted wpon. The price of gas should be such that gas
producers get compensated for the cost of production and eamn a
reascnable return on capital employed. Further, appropriate protection
should be given o existing consumers whe have already made huge
investments in establishing their infrastructure. The Committee,
therefore, recommend that Goverranent should not increasc the price
of gas, as it will have a cascading effect on the whole economy of the
countty. The Commitiee would like to know the reaction of the
Govermument in the matter.

Reply of the GCovernment

The Ministry of Petroleum & NMNatural Gas have informed that the
natural gas prices were last tevised in September 1997 linking themn to
a basket of International fuel oils, and the linkage was to progressively
increase to 55%, 656% & 75% in 1997-98, 1998-99 & 1999-2000
respectively. The prices were to be reviewed belore the end of the
third year with a view to achieve 100% parity with Internationai fuel
oils by the end of the fifth year ie. 200102 Howewver, the prices could
not be revised.

The natural gas producing companies, mainly ONGC and OIL have
becn repeatedly representing to the Govermmment that the cost of
production of gas is much higher than the present realization as
producer price under the administered gas price regime. These
companies have also represented that whereas the Joiht Venture
Companies in India are getting masket driven price, which is linked
to F(3 price, the same ig not available to them, denying them a level
playing field. At the same time, the Minisiry of Fower and the
Department of Fertilizer and some State Governments have not been
in favour of increase in gas price.



Cn consideration, the Govermnment referred the matter to a Group
of Ministers (GoM) under the Chairmanship of Deputy Chairman,
Flanning Commission. The other members of GoM were the Minister
of Petroleum & Matural Gas, Mirdster of Power, Minister of Chemnicals
& Fertilizers and the Minister of Development of North Eastern Region.
The GoM has since submitted its recommendations and the Government
will take a decision in this regard taking into account the views of
various stake holders.

[Ministry of Power OM. No. PS-18/2003-IPC date: 13.11.2003]
Recommendation {S1.No. 36, Para No, 2,163}

The Committee find that the customs duty on import of critical
spare parts for gas turbines used in power plants is as high as 50.80%.
Taking into consideration that indigenous facilies and capability for
manufacture of spares for gas turbines {which have been mostly
imported for only partly manufachured in some cases based on
imported technology) are yet to be developed the Committee find the
likely introduction of the supercritical technology in the near future,
import of spares for steam boilers and turbines would also be
necessitated. As on today, considering the volume of business the
investment required, indigenous manufacturer is reluctant to develop
facilities for the present. The power generating companies have,
therefore, necessary to import these iterns to keep running their plants.
However, the existing rates of customs duty leads to higher cost by
imported spares to the power plants, which in turn would increase
the running cost of power plants. The Committee have taken note of
matter being taken up with the Ministry of Finance who have opined
that the suggestion of Ministty canmnot be accepted as it would
adversely effect the power sector. The Committee are not inclined to
accept the views of Ministry of Finance that the benefits have not
been extended to spares imported for the existing power plants, as
verification on day-to-day basis as of this nature as well as quantity
of the spares imported for intended purposes would be difficult and
cumbersome. Taking into consideration, the shortage of power, bath
peaking and non-peaking and also abnormal high cost of power to
the consumers, the Cominittee are of the view that as the spare for
such power plants nommally imported by the end users ie. the power
generating companies, the existing duty structure (5% basic duty+16%
CVD+4% S5AD) as applicable for import on goods and for renovation
and modemisation of power plants, be extended to spares required
for aperation and maintenance of power plants. In the opinion of the
Committee, this will partly lower the running cost of power plants
and may provide some relief o the consumers in tetms of lower
tariffs. The Committee also desire that the Ministry of Finance should
devise a mechanism to ensure that the benefits of concessional customs



duties for import of spare patts are availed of only by genuine power
stations and the system is not misused by any agency or authority. At
the same time, it should be ensured that benefits of reduction of dubies
are duly passed on to the consumers,

Reply of the Government

The proposal was included in the suggestions sent by the Ministry
of Power to the Ministry of Finance when the latter invited suggestions
for modifications in the duty/tax structure as part of the exercise to
prepare Budget 2003-2004. This was not included in the final decision
of the Ministry of Finance after over-all consideration. The Ministry of
Power mtends to take up the proposal again.

[Ministry of Power FMNo. 3/10-2003-Fin dated 13.11.2003]
Reply of the Ministry of Finance

The proposal of the Minisiry of Power for reducing customs duty
on spares required for operation and maintenarce of gas-based power
plants was examined as part of the budget exercise for 2003-2004. The
present customs duly concession is limited to new projects and for
renovation and modernization of power plants. Similar benefit was
not extended to spares in view of the indigenous angle as well as the
administrative difficulty in verification, on dey-to-day basis, of the
nature and usage of the spares imported. The recommendation will be
duly examined i the Ministry of Power furnishes as list of spares
which do not have an indigenous angle.

2. However, the Customs and Central Excise Department does not
have any mechanism to verify and ensuve that the benefits of the
reduction in customs or central excise duties are passed on to the
Consumers.

[Minister of Finance QM. No, 17/2/2003-Inf. dated: 24.9.2003]
Recommendation (SLMNo. 37, Para Neo. 2164}

The Committee find that interest cost on borrowing for power
sector accounts 18% of the total cost of the delivered power. Further,
whereas cost of generation, world-over is on the decline, the production
cost of power in the country has sky-rocketed. It is interesting to note
that the cost of power in the country has grown 10.8% annually zis-
a-vis annual inflation rate of #.8%, during the last 10 years. The
Cornunittee have also observed that a significant compoenent of cost of



power is fixed charges flowing out of capital cost and financing charges.
For thermal projects it constitutes around 42% of the total cost and in
case of hydro projects it is 90% of the total cost of power. Though
fixed charges appear to be a controlled cost, its analysis shows that a
good part of, it is arising out of various taxes and duties as embedded
part of the fived charge. In case of powet generation projects in thermal
and hydro sector, the contribution of duties and taxes to fixed charge
works out to be aromnd 23% and in case of transmission project it
works out to be around 52%. A glance over tax and duty structure
appiicable to power sector prevailing in Asian Developing Countries
reveals that whereas Bangladesh and Sri Lanka levy zere duty,
Singapore 3%, South Korea 18%, Thailand 15%, the duly leviable in
the country is as high as 23% to 52%. As such the cost of power in
the country is ane of the highest in the world and if the same trend
continues, the power may become a thing of luxury. It is in this context,
the Committee recommend that Ministry of Finance should find ways
and means te rationalize duties and taxes on power industry
equipments and spares for reducing cost of power. The Committee
also desire that the power sector PSUs, should retire the debt which
had been obtained on a very high cost and access national/international
markets for obtaining leans on cheaper rates. The Committer note that
investrments in power sector for accessing tax free bonds, is available
under Income Tax Act u/s 10{15) in a limited manner, out of allocation
made by Ministry of Finance in consultation with Planning Comnission.
The Committee desire that in order to reduce the cost of borrowings,
Government should permit investment in free power bonds for all the
investors.

Reply of the Goavernment

1. Ministry of Power had taken up the issue of rationalization of
Taxes/Duties with the Ministry of Finance during pre-Budget
discussions. The Ministry of Finance had agreed to two proposals to
this effect. They are:

{a) Liberalisation of Mega Power Policy to include all projects
which are more than 500 MW (Hydro} and 1000 Mw
(Thermal) and are inter-state. In deing so, all the project
imports will be free of duty. Recently Ministry of Power
has initiated steps to reduce the limit to 250 MW.

{(b) The High wveltage Transmission Equipments have been
placed under Concessional duty Structure of 5% (BCD} +
16% (CVD} (21.5%} as against 51% earlier, making them at
par with generation projects.



2. Ministry of Power had asked Central Power Sector Undertakings
under this Ministry to retire high cost debt. As a result, the following
debts have been pre-paid by various CPSUs resulting in savings as
indicated below:—

Name of the Amount pre-paid  Savings on interest
Corpn. {Rs. in crores} payment
{Bs. in crores)
NTPC
GOI Loan 1988.82 528.08
Foreign Currency
Loan US$ 120 million Usg 842
NHPC 954.95 179.36
THDC NIL NIL
NEEPCO 539.00 230.70
POWERGRID 2071.00 587.27
DVC 13251 54.73
SIVN 1537.90 100.00
PTC NI, NIL
PEC 513.00 41.60
REC 3909.63 177500

3. Ministry of Power made a request to Department of Economic
Affairs to allow tax-free botrowings to the sector by suitable
amendment to Section 10{15) of IT Act. This matter was, however, not
included in the Union Budget for 2003-04,

[Ministry of Power O.M. NO. B/10/2003-Fin Dated: 13.11.2003]
Reply of the Ministry of Finance

As regards customs duties, the benefit of duty exemption on
specified mega power projects has been extended as part of budget
2003-2004, to all power projects which fulfill the general condition of
being a mega power project. The customs duty on specified equipment
for high power transmission projects has also been reduced from 25%
to 5% in order to reduce the overall cost of such projects as well ag
to attract new investment in power transmission sector.



2. As regards tax-free bonds, the general policy of the Government
;s not to encourage tax-free nstruments as forms of investment.
However, in order to give incentive for investment in power Sectar
some provisions are already available on the statute. LUnder Section
1X15)(iv){h}). any interest payable by any Public Sector company in
respect of such bonds or debentures and subject to such conditions,
including the condition that ihe holder of such bonds or debentures
registers his name and the holding with that company, a8 the Central
Government may specify in this behalf, is exempt from tax. Thus,
bonds or debentures, issued by Public Sector undertaking which is
nvolved in power sector, and specified by the Central Government in
this behalf, would carry tax-free interest, Investments in such ponds
or debentures can be made by any investor.

[OM. Ne. 17/ 3/2003-Inf. deted: 24.9.2003]



CHAPTER IV

RECOMMENDATIONS /OBSERVATIONS IN RESFECT OF
WHICH REPLIES OF THE GOVERNMENT HAVE
NOT BEEN ACCEPTED BY THE COMMITTEE

Recommendation (51 No. 24, Para No. 2104)

The Committee note that in the event of loading of security
expenditure, diversion of national highway, flood moderation scheme
on the project cost, the Tipaimukh Hydel Project become unviable. If
such costs are excluded from project cost this will bring down tariff
by B7 paise per kilowatt. {Security-35 paise, diversion of national
highways-27 paise and flood moderation-25 paise). The Committee are
of the view that no power project should be abandoned in North-
East/J&K regions on the grounds of security. At the sarme time, the
cost of security should not be loaded on project cost. Similarly, adequate
provisions may be made in the budget of Department of North-Eastern
region and Water Resources for funding fAood moderation schemes.
The Committee find that Ministry of Water Resoutces are operating a
scheme for flood control in Bralunaputra and Barak valley under which
grant is provided for undertaking works of flood control and
moderation schemes, The Committee desire that funds should be
provided in the budget for meeting expenditure on account of the
flocd moderation scheme on account of Tipaimukh hydel Project. The
Committee also desire that the Government should make appropriate
fund in the budget of Ministry of Surface Transport for meeting
expendifure for diversion of national highways occurring as a result
of this project.

Reply of the Government

The Hydro electric projects in North East and J&K are iocated in
difficult areas requiring adequate arrangements of security both at the
project site as well as at the project establishment. The responsibility
to make sccurity arrangements as per the agreements signed by the
CP5Us with the State Government rests with the State. The State Govt.
of Manipur has to provide adeguate and full security to the project.
In case adequate security is not provided, various stages of project
implementation will be delayed, causing cost and time overrun and
good contractors will not bid for the project. Therefore, it was



inter-alia, decided in the meeting held on 2.12.2002 in the Ministry of
Power that security isswes be decided in consultation with the Ministry
of Home Affairs and Govt. of Manipur to ensure that the security cost
should not be loaded on the project cost.

In view of the above the Govt. of Manipur has been advised, wrde
this Ministry’s D.O. letter dated 28.2.2003 to take up the matter with
the Ministry of Home Affairs for their assistance in providing security
around the Tipaimukh HE Project. Thereafter, Ministry of Fower would
also take up the issue with the Ministry of Home Affairs, if necessary.

The recommendations of the Committee have also been forwarded
to Ministry of Water Resources, Brahmaputra Board, Mirdstry of Surface
Transport and Development of North Eastern Region for taking
appropriate action for making provisions in their budgets for flood
control, for meeting expenditure for diversion of National Highways
occurring as a tesult of implementation of Tipaimukh Hydel Project
scheme.

Ministry of Water Resources have informed that the funds as
envisaged in the budget for meeting, expenditure on the fleod
moderation for Tipaimukh Hydel Project can not be incorporated
through the scheme for flond control in Brahmaputra and Barak Valley.
The scheme in Brahmaputra and Barak Valley is a Centrally Sponsored
Scheme for taking up critical flood control/anti erosion aspects during
the Xth Five Year Plan, which caters for all the North-Eastern States
including Sikkim and West Bengal falling within the Brahmaputra Basin.
Howevet, the scheme is still in the formulation stage and is yet to be
discussed by the EFC and posed to Planning Commission/CCEA for
apptoval.

In the multi-purpose projects, the flood moderation aspect is a
part of the project and no separate provisions in this respect are kept
in the project estimate. While transferring the Tipaimukh Dam Project
from Brahmaputra Board, it was stipulated that the project will be a
multi-purpose with flood moderation as per the mg.mf Detailed Project
Report. MoWR has already indicated that the expenditure on flood
maoderation can not be borne by them and could either be borme by
the concerned State Government or be a part of the project cost.

The following amount is estimated to be spent on flood control
and modernisation, security and diversion of National Highway and
other roads due to implementation of Tipaimukh HEP:—

Flood Control & Moderation : Rs. 288.76 crore
Security : Rs. 280.59 crore
Diversion of Natonal Highway : Rs. 105.00 crore

& other roads.




Ministry of Water Resources have shown their inability to include
the expenditure on flood control & modemisation in their Budget as
it is a multi-purpose Project and expenditure on flood modernisation
is to be included in the Project Cost. Ministry of Power has advised
Govt. of Manipur to take up the matter with Ministry of Home Affairs
for their assistance in providing security around Tipaimukh HED
Ministry of Surface Transport have also been requested to make
adequate provisions in their Budget for meeting the expenditure on
diversion of National Highways. The response from Ministry of Surface
Transport is yet to be received.

[Minister of Power O.M. No, 14/4/2002-H-I1 dated: 13.11.2003]

Reply of the Ministry of Finance
Department ¢f Expenditure does not support delinking the costs
on account of security, diversion of National Highway and Flood
Control from the project cost, in so far they are to be incurred due to
implementation of this project and are directly relatable to the project.
[OM. No. 17/3/2003-Inf. dated: 24.9.2003)

Comments of the Committee

{Please see Fara 41 of Chapter | of the Report)



CHAPTER V

FEECOMMENDATIONS /OBSERVATIONS IN RESPECT
OF WHICH FINAL EEPLIES OF THE GOVERNMENT
ARE STILL AWAITED

Recommendation {Sl. No. 2, Para No. 2.11)

The Comrnittee note that as per the existing procedure in vogue,
each thermal power project costing more than Rs. 2500 crore is apprised
by Central Electricity Authority. Similarly, the limit for hydro project
15 Rs. 250 crore. Further, all hydro projects involving river flowing
through more than one State require CEA clearance. By implication,
this means that all the hydro projects irrespective of capacity cost
would need CEA nod for execution. The Committee further note that
power project costing more than Rs. 100 crore needs clearance from
Cabinet Comurnittee on Economic Affairs (CCEA). The Ministry of Power
have informed the Committee that in order to utilize the budgeted
amount, the progress of expenditure is monitored by them. In order to
step up the utilization of funds, Ministry of Power suggested that the
existing procedutes for obtaining approval of projects need to be
streamlined. The Ministry of Finance have stated that enhanced
delegation was permitted to varicus Central Ministries including Power
as recently as February, 2002. The Ministry of Finance have also stated
that they are open to any measure which lead to faster improvernent
of power projects as well as better ufilization of funds allocated to
pawer sector. The Ministry of Finance have further stated that there is
2 need for therough analysis of the reasens for delay which can be
related te environment/forests, land acquisition, law and order,
problems, tying up of finaneial resources, selling and power purchase
agreements, etc. In this connection, the Commitiee would like to state
that WTFC does not need CCEA clearance since they do not require
budgetary support and at times they have executed their projects ahead
of the completion schedule. For instance, Talcher & Simhadri projects
were commissioned, nine and four months ahead of schedule. Taking
note of proposal of the Ministry of Power to enhance delegation of
powers for implementation of powet projects for the consideration of
the Cabinet, the Comumittee find that the present ceiling prescribed for
CCEA approval is too meagre. The Comumnittee, therefore, rerommend
that Government should appropriately enhance delegation of powers
to the Ministry of Power so that delay occurring on account of
investment clearances is reduwced to a mindmum. At the same time, the
Committee recommend that Government should allow other power
P5SlJs to take their own investment decisions, rather than routing
through CCEA, on the lines of NTFC.



Reply of the Government

The Ministry of Power has taken up the issue of enhanced
delegation of financial powers with the Ministry of Finance.

[Ministry of Fower Q.M. No. 8/10/2003-Fin. Dated: 13.11.2003)
Comments of the Committee
{Please sec Para S of Chapter I of the Report)
Recommendation (51, No, &, Para No. 2.35)

The Committee note that the present power system is suffering
from instability and unreliability, impermissible frequency variation and
low voltage conditions causing poor quality and uncertainty of supply
of electricity. The frequency variation being experienced in recent times
are beyond technically permissible range and are due to improper
hydel: thermal mix in the power system. As against a minimum hydro
share of 40% in the system, the contribution of hydro at present is
only at 25% having declined from 1960. Strangely, the trend of power
development tend to indicate that there is going to be a further decline
in hydso share in limes ahead for tending further deterioration in the
quality of power supply. For instance, during the 10th and 11th Plans
the ratio of hydel:thennal mix would be 35:65 and 31:69 respectively.
In order to improve the quality of power supplicd by maintaining
system parameters within permissible limits, there is an imperative
need to increase the hydro share in the system to the meximum
possible extent by accelerating hydro development and augmenting
hydro capacity. The Commmittee find that as per Mega Power Policy,
hydel prajects with capacity of more than 500 MW, are eligible to
avail benefits of taxes, such as custom free import of capital
equipments, income tax holidays for 10 years, exemption from sales
tax and local levies, etc. In ooder to promote hydel power, so as to
attain 40:60 hyde! thermal mix, the Committee recommend that the
Government should revise downwardly the ceiling of a hydel project,
attracting such benefits. Any hydel projects with capacity of 100MW
should be made eligible to avail the benefits under Mega Power Palicy.
The Committee, therefore, recommend that Government should review
Mega Power Pelicy accordingly so that hydel projects with capacity of
10 MW or above are covered under this Policy.

Reply of the Government

{sovernment is aware of the need to improve the hydre thermal
mix and is according high priority to exploit the untapped hydro-
electric potential in the country. To accelerate the process of survey
and investigation of the new hydro-electric sites and to create a shelf
of feasible projects which could ba taken up for execution, the Central



Electricity Authority has carried out a preliminary ranking study of
the balance hydro sites to enable potential hydro developers ta take
up delailed survey and investigation, cost estimates and tentative tariff
for the most attractive and viable schemes in each basin in a phased
INAanner.

2, Through a process of countrywide consultation, 162 hydro-electric
schemes, with an estimated capacity of 50,560 MW, have been identificd
for preparation of feasibility studies. This initiative for tapping 50,000
MW of hydro power was launched by the Hon'ble Prime Minister on
24th May 2003, and will pave the way for the creation of a shelf of
projects which will be implemented in the next two plans. This exercise
is being undertaken by various organizations under the overall
cocrdination of CEA.

3. A number of proposais have been received for modifications in
the mega power policy. The suggestions include reducing the threshold
limit in terms of project capacity so that more projects could be
included for the fiscal concessions available under the policy. The issues
are presently under-mninisterial consultation and a decision will be taken
in due course.

[Ministry of Power OM. No. P518/2003-IPC date: 13.11.2003)
Comments of the Committee
{Flease ser Para 12 of Chapter I of the Report)
Recommendation (51 Na. 9, Para No. 2.52)

In order to improve the guality of life of rural population, living
below poverty line including Harijans and Adivasi farnilies, the
Comymittee find that the Central Government launched the Kutir Jyoti
Scheme in 1989 for extending single point light connection to the
houscholds of the poor section of the society. During 2001-02, 75599
connections were released up to September, 2001. The Budget Estimates
2003-04 for Kutir Jyoti Programme are Rs. 100.00 crore. The Committee
observe that neither the Performance Budget 2003-34 nor the Annual
Report 2002-02 of the Ministty of Power provide any information on
this important programme of rural electrification for which Rs. 100.00
crote have been budgeted for the year 2003-04. The Committee would
therefore, desire the Government to ensure that appraisal of such
important scheme should be a regular feature in the Performance
Budget of the Ministry in future. At the same time, the Committee
would like to be apprised of the targets and achievements for the
scheme during the last 3 years.



Reply of the Government

As regards appraisal mechanism for release of connections under
Kutit Jyoli mechanism for allocation and sanction for funds under
Kutir fyoti programune, in accordance with the guidelines on Kutir
Iyoti programme, allocation of grant as provided in the budget during
each year is made State-wise in proportion to the rural population/
nurnbrer of rural households below poverty line and intimated to SEBs/
State Power Departments in the beginning of the year Based on the
request for sancton of Kubir Jyoti connections for the year received
from them, sanction is conwveyed and on their acceptance of the same,
an advance of 50% of the grant sancHoned is released to them. The
balance 50% is dishursed on actual release of cannection as per list of
beneficiaries-blockwise/ talukawise-furnished by them. REC officers in
the Froject Offices in the States during their field visits invariably
monitor the progress from the records of the SEBz/State Power Utilities
and also carry out physical verification of at least 2 per cent of
connechions reported as released by them.

As regards an independent evaluation of Kutir Jyoti Programme,
a study on “socic-econemic impact of Kubir Jyoti Programme in Rural
Areas’ was got completed by REC in February, 2000 through ORG
Centre for Social Research, Yadedara.

In order to have anothet evaluation of this programme done afresh
to ascertain the impact it has made to improve the quality of lives of
rural poor households with lighting of their homes, whether the benefits
have actually reached these households and their response to the
implementation programme including that of the implementing
agencies, namely States/SEBs/State Power Utilities, as well as
suggestions for strengthening the scheme integrating with other
programmes for poverty alleviation, it has been decided te commission
independent studies, (on regional basis like Eastern, Western, Southern
and MNorth Eastern) on the evaluation of implementation of Kutir Jyati
programune in selected States covering at least two representative States
in each Region. National Productivity Council (NPC). The Energy and
Resources Institute (TERI) and National Council of Applied Ecoenomic
Research (NCAER) are being commissioned for such purpose. Duting
2002-03, the implementing State Governments/Power Ultilities have
reported release of 9.35 lakh single point hight connectiens ta the BPL
households and have drawn a grant of Rs, 138.65 crore. State-wise
details of physical and financial performance wisa-vis targets under
Kntir Jyoti Programme for the past three years (2002-2002) is given in
the enclosed Anmexure I and IL

IMinistry of Power OM. No. 44/11/2002-D (RE) dake: 13.11.2003]
Comments of the Commitiee

(Please see Para 20 of Chapter 1 of the Report)



ANNEXURE I

KUTIE JYOTI PROGRAMME : FINANCIAL
PERFORMANCE FOR LAST THREE

YEARS (2002-2003)

(Amt. in lakh)
ANo. St 2000-2001 2001-2002 20022003
Crant Amount  Gramt Amount  Grant Amvont
Allpcaied Drawn  Allocated Drawn  Alloated Drawn
1 2 3 4 3 £ ? §
1. Andhra Pradesh W oo1wl A7 W0 M 1z
2. Anmachal Pradesh 18 5 2 11 p.. 20
3. Assam 468 o B (IR 360
4. Bihar 43 32 ¥ 52 137 W
5 G ] o 1 a 8 0
6.  Gujarat 158 2 17 #? M 67
7. Haryana % 0 W05 W2 150 130
8 Himachal Pradesh 4 32 49 17 &1 1%
2 JkK 48 9 5 0 ] a
10.  Kamataka 4 M W2 T 3 5SS
1. Kerala 142 5@ 152 100 2138 509
12.  Madhya Fradesh M 439 8 &7
13. Maharashita ®r 3 54 A0 7 m
14. Manipur 32 o M 25 4# 0
15. Meghalaya ¥ ¥ ¥ 1 N ¥
16, Mizoram B 10 ¥ 30 13 L
17.  Nagaland A 78 2% 10 37 86




un

18, Oriset % 0 B/ 0 M9 47
19.  Punjah 5 B 8 % O 48
2. Rajasthan W1 B/ 1 ¥
2, Sikkim $ 9 W © w7
2. Tamil Nadu M R MW NT 4 W
2. Trpua 5 8 8 W 8% 9
24, Utiar Pradesh ¥ 2 188 ¢ 184 108
25 West Bengal ;2 0 53 2% M8 4u
%, Jharkhand - - m m 48 B
27, Chhattisgarh - - Bl 1 n M
2. Uttaranchal - - % 0 u ™
% UL - - - - - _

Grand Totat 6500 470 7000 S5B0 10000 13865




AMNEXURE It

KUTIR, J[YOTI PROGRAMME : PHYSICAL
PERFORMANCE FOR LAST THREE

YEARS (2002-2003)

{Amt. in lakh)

SiNb.  State 2000-2001 2001-2002 W002-2003

Target Ach. Target Ach.  Target Ach
1 z 3 4 5 & 7 B
1. Andhra Pradesh 2015¢ 130000 21700 200000 20660 134000
2 Arumnachal Fradesh 1790 6000 1955 10884 1550 1400
3 Asam 46810 1688 5410 553 40000 o
4. Bihat 4250 25342 92880 54310 BB470 B997S
5  Goa 100 ¢ 108 ¢ 500 1
6. Gujarat 15750 4200 16990 3900 16180 4308
7. Haryana 9750 0 10500 1353 10000 10332
8  Himachal Pradesh 4000 2036 4306 1601 3416 1083
9 J&K 4800 28 s19 0 4100 u
10.  Kamataka 400 145087 26166 60018 24920 400343
1. Kerala 14200 35152 15290 18717 14560 31532
12 Madhya Pradesh M0 51T 43879 4950 41810 18111
13.  Maharashin 45000 14607 52767 74M) 50050 &%
14.  Manipar 350 0 30 0 260 0
15. Meghalaya B B0 I BHN 3010 1500
16.  Mizoram 820 10000 890 3000 700 3000
17.  Nagaland 2400 12000 2580 6000 2050 S50




18 Orissa 35700 41 38440 0 610 0
19.  Punjab 4500 2500 4840 5000 4Bl 4610
20.  Rajasthan 24000 15012 25840 15000 24610 14888
H. Sikldm a0 (L. ) 0 0
2. Tamil Nadw 30800 45919 33169 42700 310 37280
3. Tripura BA00 13783  &0M1 9000 4786 6500
2. Uttar Pradesh 1250 5% 12578 0 12270 70000
5. West Bengal 53200 5000 57290 1686 54560 4339
26.  |hatkhand — — 30157 1699 M0 19692
%7.  Chhattisgarh - — 15118 7331 4400 304%
28.  Uttaranchal - — 657 0 525 450
¥ Uk - —_ - — - —

Grand Total 650000 524674 00000 47015 AG3007 SO50G5




Recommendation (5]. No. 19, Para No. 2.83)

The Commiittee are unhappy to note the progress and achievernents
in Damedar Valley Corporation (DVC). There is no capacity addition
since 1999-2000. The last capacity addifion was Mejia TPS Unit-3 which
was commissioned in March, 1998. The performance of thermal and
hydel power units are far from satisfactory with PLF only 57% in
thermal units. The Committee further note that the project planning
and implementation of DVC lack finn commitment. For instance, the
acfual expenditure for Bokare Steel TPS Stage-1 {500 MW), Unit-l,
Durgapur Steel TPS Stage-I (500 MW), Ramgad TPD5 (2x500 MW)
Kodarma TPS (2x500 MW) and Maithon Left Bank TPS, Unit-1 (2x500
MW) was nil till January, 2003, in spite of adequate provisions made
for the purpose during the year 2002-03. Similarty, there is a mismatch
between revised project estimates and actual expenditure in schemes
like Mejia/Chandrapur, R&M and T&D schemes etc. The Committee
have take note of reasons adduced by DVC on each of such schemes.
The Committee do not approve of casual manner in which projects
are executed. The Committee recommend that DVC should review
their project planning and implementation mechanism so that the
projects are commissioned as per schedule/DPRs.

Reply of the Government

DVC is reviewing the project planning and implementation
pregramune 50 that the projects are commissioned as per schedule.
During the 10th Five Year Plan the following projects of DVC are
scheduled for commissioning as per the dates indicated against each
of them:—

5LNo. Project Targeted date of comumissioning
1. Mejia TPS Unit1V September, 2004

2. Mejia TPS Unit-V March, 2006

3 Mejia TTS Unit-¥1 Septemnber, 2006

4, Chandrapur TFS Unit-¥I July, 2006

5. Chandrapur TPS Unit-Vill Noveimnber, 2006

6. Maithon Right Bank Thermal 200607

Power Station (4x250 MW)

Recommendation (SLNa. 20, Para No. 2.59)

The Committee note that Long Term Coal Supply Linkage for 1000
MW for 1000 MW Maithon Right Bank Fower Station was initially



granted by the Standing Linkage Committee in 1997 for supply of 3.9
mitpa, was subsequently revised to 4.864 mitpa, vide Ministry of Coal
Letter Ref. No. 47011 /11/96/CPA ditd. 31st August 1999, The Chairman
and Managing Directot, Bhatat Coking Coal Limited {BCCL) confirmed
allecation of coal from certain coalmines, which was later reconfirmed
in the Coal Linkage Committee Meeting, dated 30th April, 2002 and
it was decided that Fuel Supply Agreement (FSA) would be signed by
September 2002. However, the Comanittee are unhappy to note that on
further follow-ups to conclude the Fuel Supply Agreement, BCCL
informed that the above-identified coal blocks were no longer available
and hence the FSA can not be signed. Instead in Aupgnst 2002, BCCL
put up a proposal to supply coal from its other coal mines wiz. Laikdih,
Salanpur (A, B, C & D) mines. The Committee cannot but deplore the
way the Ministry of Coal had not intervened in the matter and the
linkage granted by Standing Linkage Committee in 1997 was
subsequently annulled. The Committee feel that such action are
unwarranted by the coal companies which are monopolistically running
the coal industry and recommend that the matter should have been
brought to the notice of the Cabinet Committee on Economic Affairs
of the Government by the Ministry of Power as it will discourage the
independent Power Producers for investing in power projects. At the
sarne Hme, as the Maithon Power Project with a capacity of 1000 MW
promoted jointly by BSES and the Damodar Valley Corporation is
scheduled to be commissioned in the 10th Five Year Plann and has a
direct bearing on the proposed Power Development Programme, the
Committee stromgly urged the Government to take necessary steps to
ensure that either necessary Fuel Supply Agreement from the nearby
cpal source is concluded or a suitable mine block in the neighbouring
area is immediately allotted to the promoters. The Committee would
like to know the action taken by the Government in this regard.

Reply of the Government

Az per the information received from DVC, Coal Linkage of 4.864
million tones per annum has been pranted by the Standing Linkage
Committee {long-term) for Maithon Right Bank Thermal Fower Station.
This linkage has been confirmed by CMLD. BOCCL in the 18th meeting
of the Screening Comunittee held on 5th May, 2003. BCCL has also
forwarded draft copy of Fuel Supply Agreement and the sarme is under
review by M/s MPL and further discussion with BCCL is scheduled
to be heid shortly. :

[Ministry of Power OM. No. 13/7/2003 DVC (Th-3) dated: 13.11.200]



Reply of the Government (Ministcy of Coal)

BCCL has informed that coal will be supplied from Basket source
of linkage to the proposed Maithon Right Bank TPS (1000 MW) from
BCCL sources. The same was intimated to the CEQ. Maithon Power
Company by BCCL vide letter dated 10.7.03 where in it has been
mentioned that coal will be supplied from the same basket from where
BCCL has been supplying coal to DVC,

The name of the mines from which coal will be supplied to
Maithon FP TPP are as under—

Colliery Colliery Colliery 1
Muraidih Bastacolla Kuya
Batabdi Bera 5. Tisra

W. Mudidih Dahibari M. Tisra
Keshalpur Dobari Jeenagora
Angarpathra Ghanoodih BasanHtnata

Moreaver, it is pertinent to mention that CMD, BCCL wide letter
dated 15.7.03 informed that the date for signing FS5A with DVC and
Maithon Power Company had been fixed on 16.7.03. However, the
mecting has been deferred, is fixed shortly.

[Ministry of Ceal OM. No. 54012/5/2003-CPD Dated August 25,
2003]

Comments of the Committee
{Please sz¢ Para No. 28 of Chapter-l of the Report)
Recommendation (S1.No. 23, Para No. 2.103)

The Committee are furthet perturbed to note that wotks on Tuival
H.E. Project, Tipaimnukh HE (Multipurpose) Project, Tripura Gas Turkine
Preject, Lower Kopili HE. Project and Ranganadi H.E. Project-Stage-II
could not be taken up so far during the vear 2002-03, pending
investment approval. The Committee desire the Government to ensure
financial closure of the Tripura gas-based power project of 500 MW
targeted to be commissioned during 10th Plan at the earliest. The
Committee also recommend that besides investment approval for the
project, the Gowernment should also ensure required quantity and
quality of gas for the project. The Committee are, however, glad to



note that Techna-Economic clearance of Tipaimukh H.E. (Multipurpose}
Project is reported to be expected very shortly The Government of
India is according top most priority for start of this project within this
year and it is expected that all statutory clearances will be obtained
and investment approval to the project will also be obtained during
the year Accordingly, a provision of Rs. 40.00 crore as net budgetary
support has been provided for this project for the year 2003-04 so that
infrastructure development works can be taken up. In view of this,
the Comunittee recommend the Government to take all necessary steps
to ensure that work on Tipaimukh Dam should at least start during
2003-4 and the provision of Rs. 40.00 crore through NB5S be fully
expended.

Reply of the Government

fa) Present Status of Tripura Gas based combined cycle power project

(280 MW}

Mame of Project, Latest Cost  Funding Date of - Present Status

Capacity & (Bs. inos]  Agency Commissioning fas on March XK3)

Location

1. Topura Gas BILI7L Under W » Considering reduced
Based March03 L. finalizatim  10th Plan availability of gas
Combined of IMMSCUMD,
Cyclz Power revised DPR  for
Project capacity of 280 MW
{280 MW, was submitied o CEA
Tripurt and revised TEC has

beens issued by them on

25.04.07 at a present
day estimates cost of
Rs. 391071 cxoves and &
completed  cost  of
Fs. 97102 oomes.

¢ PrePIB memorandum
has been submilted to
Ministry of Power on
10052003 with a
revised capadly of 280
MW. Pre-FTB meeting is
scheduled for Hith Ture,
20




(b} PRESENT STATUS OF TIPAIMUKH H.E. FROJECT (1500 MW)

* Status of MoU and NOC from State Governments

Mol with Govt. of Manipur signed on 9th January 2003.
NOC from the Govt of Assam obtained in July 2002
NOC from the Govt of Mizoram obtained in August 2001

* Status of varlous clearances

1st stage site clearance from MoE&F obtained in May 2002

Section 1BA of the Electricity (Supply) Act issued in Jan.,
2003,

CEA considered the propesal for accord of TEC on 9th
January 2003. Techno-Economic Appraisal found to be in
order and conveyed by CEA on Xith January 2003.

Gazette Notification under Section 2%{2) of the Electricity
{Supply} Act, 1948 published in Manipur Gazette on 20th
January 2003, 35 representations of minor nature have been
received through the State Goverrment which alse have been
replied through the State Government. There is no financial

implication on the project cost on account of these
representations.

Gazette Notification under Seckion 29(2) of the Electricity
(Supply) Act, 1948 published in Mizoram Gazette on 10th
March, 2003 and no representations have been received
within the statutory 60 days by NEEPCO through the State
Government. Few representations received directly are of
minor nature which do not have any financial implication
ol the project cost parameters,

CEA is being persued for early accord of TEC.
Funding of the project : Letter of comfort from PREC obtained.
Pre-PIB held on 17th February 2003.

* Sale of Power

Letter of comfort obtained from PTC.



* Further Steps
» TEC by CEA
* Pre-FIB/FIB.

» Environment and Forest ciearance. Work for EIA and EMP
studies have been awarded and the same is under progress,
after which formal application for obtaining E&F clearance
from MoE&F will be submitted. 1st stage and 2nd stage
gite clearances obtained from MoE&F.

» CCEA

Mote: Parallel activity for preparation of tender documents for short-
listing of prospective bidders have already been taken up.

{Ministry of Power O.M. No. 14/4/2002-H-T dated: 13.11.2003]
Comments of the Committee
{Please z¢¢ Para 33 of ChapterI of the Report)
Recommendation (51.No. 26, Para No. 2.110)

The Committee find that in terms of Income Tax Act [Section 35
(2) (AA)], where an assessee pays any sum to a national aboratory or
institute or a sperified person with a specific direction that such sum
shall be used for scienhfic research undertaken under a programme
approved in this behalf by the prescribed authority, an exemption of
135% Is allowed to the assessee. National laboratory are laboratories
functioning under ICAR, ICMR, CSIR, DRIXD, Department of
Electronics, Department of Bio-Technology or Department of Atornic
Energy and approved by the prescribed authority. The Committee is
of the view that CPRI although is not a national laboratory but is a
premier R&D laboratory totally dedicated for power sector. The past
performance of CPRI is no less than any National Laboratory. The
Committee, therefore, recommend that CPRI should be made eligible
to attract funds for R&D/augmentation/unpgradation of testing
facilities from private and public sector undertakings. The Committee
do not share the contention of the Ministry of Finance that since CPRI
is not covered under the definition of nationa} laboratory and hence
mmeligible. The Committee desires that Government should amend the

elevant statute to ensure that CPR] also attract funds for RE&D and
other activities.



Reply of the Government

The isgue was taken up by the Ministry of Power with the Ministry
of Finance during the Budget discussions while suggesting
modifications in the duty /tax structures for 2003-04. This was, however,
nat included i the fnal proposal of Ministry of Finance. No formal
commumnication has been received from the Ministry of Finance in this
regard.

[Ministry of Power OLM. No. 8/9/2003-Fin. Dated 13.11.2003]
Reply of the Ministry of Finance

The recormnmendation of the Committee regarding weighted
deduction for contributions made to Central Power Research Institute
{CPRI) under Section 35(2AA) of the Income-tax Act, 1961 would be
examined after due consultation with the CPRI and the Ministry
concerned.

[OM. No. 17/3/2003-Inf. Dated 24.9.2003]
Comments of the Committee
{Please se¢ Para 4% of Chapterl of the Report)
Recommendation (51, Nos. 34 and 35, Para Nos. 2161, 2.162)

The Committee find that in terms of Government guidelines under
Exim Policy of December, 2001, all the deemed exports benefits have
been extended to nuclear power projects, where power developer follow
Domestic Competitive Bidding procedure. However, such benefits are
not available for thermal and hydel power projecs. It is worthwhile
te mention that a substantial portion of the profects cost, even where
the projects are funded by multilateral agencies like World Bank, ABD
etc., gets executed through the route of Domestic Compettive Bidding.
Taking into consideration that emphasis of the Govetniment is towards
increasing the power generation capacity, 2 majority of new capacity
addition is likely te be contributed by the power plants to be set up
in the Central Sector. This will require development of new equipment
suppliers as existing capacities with the suppliers may be insufficient
to cater to the increased demand. The Committee find that by virtue
of extending the deemed exports benefits to hydel & thermal power
stations, there would be substantial reduction in case of generation. In
this context, the Committee would like to remind that the refund of
terminal excise duty for Talcher STPF to NTPLC which was started



after evaluating the project cost with the benefit of terminal excise
duty, is going to cost Rs. 342.20 crore, thereby increasing the cost of
power by 12 paise/KW. The Comtnittee further note that where the
power developer follows International Competitive Bidding, procedure,
for the power pmojects financed by internal resources/external
commercial borrowings, the advantage of refund of Terminal Excise
Dhuty, under deemed export benefits, is not available. As such, the
project authorities, are required to pay as much as 16% of ex-works
price of goods additionally towards excise duty to the domestic
supplier. This entails additional burden of Rs. 476 crore on revenue
and per unit cost of power raises by another 4 paise.

The Committee have taken note of averment of Ministry of Power
that the matters were taken with the Ministry of Commerce whe have
opined that benefit of refund terminal excise duty is directly related to
the incidence of customs duty and Counter-Veiling Duty ({CVD) on
imports. Thus, whenever the imports are exempied from the incidence
of CYD, the domestic suppliers are given the benefit of refund on
Terminal Excise Duty. The Ministry of Commerce suggested to take
up the matter with the Ministry of Finance for waiving off the CVD.
On the other hand Ministry of Finahce have stated that such matter
are appropriately dealt by Ministty of Comwnerce. the Committee do
not approve the casual action of Mmnistry of Commerce and Ministry
of Finance in the matter Taking into consideration that there exist
emergy and peaking shortage of power to the tune of 7.5% and 12%,
respectively and increase in the cost of delivered power, there is an
imperative need to aggressively take measures, for cost reduction
exercise, The Committee, therefore, strongly recommend that all the
Deermned Export Benefits for supply of goods to powet sector, be made
available to demestic suppliers, where the bids have been invited under
International Competitive Bidding procedure. At the same lime, deemed
export benefits be extended to thermal & hydel utilities. on the lines
of nuclear power.

Reply of the Government

Sub-Committee-TIl of Department related Parbiamentary Standing
Cornpitiee for Mindistry of Heavy Industty and Public Enterprises has
taken up the matter with Department of Revenue, Ministry of Heavy
Industry & Public Enterprises, Directorate General of Foreign Trade
{DGFT) & Ministry of Powet. The Ministry of Power has made a
request to DGFT on 1.9.2003 to restore the benefit of refund of terminal
excise duty to Talcher Super Thermal Power Project retrospectively as
the same has been taken into account while awarding the conbract.
DGFT has now recommended the proposal to DEA on 16.9.2003 to
considered the matter.

[Ministry of Power F No. 8/10/2003-Fin. dated 13.11.2002]



Reply of the Ministry of Finance

Relates to deemed export benefits under the EXIM Folicy, which
is dealt with by Ministry of Commerce.

As far as customs duties are concerned, in the budget 1999-2000,
the customs duties on power projects were restructured from 20% basic
customs duty + 2% special customs duty and nil additional duty of
customs (CVD), to 5% basic customs duty + surcharge @ 10% of the
basic customs duty + CVD. The CVD was imposed on import of
goods for power projects in view of the strong indigenous angle for
these goods, and to protect the interest of domestic producers of similar
itams. Despite this rationalization of the customs duty structure, the
incidence of customs duty on these goods remained approximately the
same. The basic customs duty + special customs duty /suscharge+CVD
was 22% prior o budget 1999-2000 and 22.38% after budget 1999-
2000, Thus there was no additional cost burden on account of
tationalization of the customs duty structure on power projects in
budget 1999-2000. The surcharge was abolished in budget 2001-02, The
basic customs duty of 5% and CVD 16% has been continued Ll now
without any change.

(Ministry of Finance O.M. Ne. 17/3/2003-Inf dated 24.9.2003]

New DeErmn; SONTOSH MOHAN DEV,
3 February, 204 Chairman,
14 Magha, 1925 (Saka) Standing Commiftes ont Energy.




APPENDIX I

MMTEDFTHESECUNDSITTWGDFTHESIANDWGCDNMHEE
ON ENERGY (2004) HELD ON 29TH JANUARY, 2004 IN COMMITTEE
ROOM ¥, PARLIAMENT HCILTSEAMJECE,NEWDEU—H_

The Committes met fram 15.00 hrs, to 1545 hrs.
FRESENT
Shri Basudeb Acharya— I the Chair
Memzaxs

Shri Bikash Chowdhury
Shri Ali Mohmad Naik
Shri Dalpat Singh Parste
Shri Amar Roy Pradhan
Shri Chandra Pratap Singh
Shri Tilakdhari Prasad Singh
Prof, Rita Verma

Shri Bimal Jalan

Dr. K. Kasturirangan

. Shri Ajay Maroo

Shri B.J. Panda

Shri Matilal Sarkar

Shri Gaya Singh

Shri Veer Singh

- -

—_ ek b ek e
S T R

SECRETARIAT

1. Shri PK. Bhandar —  Dhrector

2, Shri R.5 Kambo —  Deputy Secretary
3. Shri RK. Bajaj —  Under Secretary



2. In the absence of Chairman, the Committee chose, Shri Basudeb
Acharia, M.E to act as Chairman under Rule Z58(3) of the Rules of
Frocedure and Conduct of Business in Lok Sabha.

3. Thereafter, the Acting Chairman, Standing Committee on Energy
welcomed the Members to the sitting of the Committee.

4. The Committee then took up for consideration the following
draft Reports:—

{i) Action Taken Report on the recommendations contained in
the 32th Report (13th Lok Sabha) on Demands for Grants
(2003-04) of the Department of Atomic Energy.

fiil Action Taken Report on the recommendabtions contained in
the 39th Repost (13th Lok Sabha} on Demands for Grants
(2003-04) of the Ministry of Non-Cenventional Energy
Sources.

(iii) Action Taken Report on the recommendations contained in
the 40th Report (13th Lok Sabha) on Demands for Grants
(2003-04) of the Ministry of Power.

{iv) Action Taken Report on the recommendations contained in
the 41st Report (13th Lok Sabha) en Demands for Grants
{2003-04) of the Ministry of Coal.

{v} Original Repart on the subject “Safety in Coal Mines”.

5. The Committee adopted the aforesaid draft Reports with minor
additions/deletions / amendments.

6. The Committee also authorised the Chairman to finalise the
above-mentioned REPnr!s after making consequential changes arising
out of factual verification by the concerned Ministries /Department and
to present the same to both the Houses of Patliament/Hon'ble Speakert,
Lok Sabha.

The Committes then adjourned.



APPENDIX 11
(Vide Para 4 of Intreduction)
ANALYSIS OF ACTION TAKEN BY THE GOVERNMENT ON THE

RECOMMENDATIONS CONTAINED IN THE FORTIETH REPORT
OF THE STANDING COMMITTEE ON ENERGY

I Total No. of Recommendations made 37
I Recommendations that have been accepted by tie 17
Government

(Vide recommendations at 5L Nos. 1, 3 4, 8 10, 11,
12, 13, 14, 15, 18, 17, 27, 28, 292, 30 & 31)

Percentage of total 45.95%

i1 Recommendations which the Committee do not 14
dasi:ehupumueinviewufthe(;wmt’srepﬁes
{Vide recommendations at $l. Nos, 5 7,18, 21, 22,
25, 32, 33, 36 & 37)

Percentage of total 27.05%
IV.  Recommendations in respect of which replies of the 1

Government have not been accepted by

the Committee

(Vide recommendation at $1. No. )

Percentage of total 2.70%
V. Recommendations in respect of which fing] replies 9

of the Government are skl awaited
{Vide recommendations at Sl Nos. 2,6, 9,19, 20, 23,
26, 34 and 35)

Percentage of total 24.32%



