PSUs to Get 42% Gas for Power Sector (17/9/10)
Allocation policy allows 8% for SEZs, Delhi-Mumbai corridor.

The government has finalised a gas allocation policy for the power sector under which 42 per cent of the domestic gas would be reserved for companies controlled by the Centre and the states. Besides, power plants located in special economic zones and the Delhi-Mumbai industrial corridor would get 4 per cent each. The remaining 50 per cent gas would be given to the private sector, out of which 40 per cent would be for independent power producers.

No power plant will be assured gas for its entire capacity. The policy lays down that domestic gas linkage would be provided for 60 per cent of the plant’s capacity. The plant would need to be located near a gas pipeline. 

As of now, there is no distinction between public and private power companies for gas allocation.

Senior government officials told Business Standard that initial allocation would be done on an in-principle basis, though the actual drawal of gas would happen only after the developer ties up at least 85 per cent of the capacity, corresponding to 60 per cent of domestic gas allocated.

For this, the power company would need to sign purchase agreements covering at least five years, since gas sales-purchase agreements were being signed for the same period.

The Ministry of Power has asked the Central Electricity Authority (CEA), the technical regulator for the sector, to prepare a list of power plants that are expected to come up during the 12th Five-year Plan period (2012-17) based on the new policy. With the ministry deciding to implement this policy coming in the 12th Plan, it is not clear what criterion would be adopted for additional gas allocation made during the current Plan period.

The gas-based capacity in the country as on June 30 was 17,220.85 Mw about 10.6 per cent of the total installed capacity of 162,366.8 Mw. “In view of the uncertainty about the availability of the gas for any new capacity, it is difficult to plan any new capacity. However, CEA has indicated that the gas-based capacity of about 25,000 Mw should be planned for implementation during the next few years,” said a senior official.

To eliminate subjectivity in the allocation policy and ensure that gas was not reserved for power plants that were only on paper, the policy lays down a weight system under which a maximum of 30 points have been allotted for progress on land acquisition. A 20-point preference would be given to projects in state which do not have coal resources and are facing power shortage.

Another 20 points would be added if the project is located in coastal areas and uses sea water instead of fresh water. Projects with environmental clearance would get a 10-point weight.

The 30 points for land would be given if at least 76 per cent of the land has been acquired. Twenty points would be given if 51 to 75 per cent land has been acquired and 10 points would be given in case 25 to 50 per cent land has been acquired

Policy guidelines for setting up Mega Power Projects

Policy guidelines for setting up of mega power projects were last revised and issued vide this Ministry’s letter of even number dated 2nd August, 2006. The Government of India has modified the Mega Power Policy to smoothen the procedures further. The modified Mega Power Policy is as

follows:

(i) The power projects with the following threshold capacity shall be eligible for the benefit of mega power policy:

(a) A thermal power plant of capacity 1000 MW or more; or

(b) A thermal power plant of capacity of 700 MW or more located in the

States of J&K, Sikkim, Arunachal Pradesh, Assam, Meghalaya,

Manipur, Mizoram, Nagaland and Tripura or

(c) A hydel power plant of capacity of 500 MW or more

(d) A hydel power plant of a capacity of 350 MW or more, located in the

States of J&K, Sikkim, Arunachal Pradesh, Assam, Meghalaya,

Manipur, Mizoram, Nagaland and Tripura;

(e) Government has decided to extend mega policy benefits to brownfield (expansion) projects also. In case of brownfield (expansion) phase of the existing mega project, size of the expansion unit(s) would not be not less than that provided in the earlier phase of the project granted mega power project certificate.

(ii) Mandatory condition of Inter-State sale of power for getting mega power

status has been removed.

(iii) Goods required for setting up a mega power project, would qualify for the fiscal benefits after it is certified by an officer not below the rank of a Joint Secretary to the Govt. of India in the Ministry of Power that (i) the power purchasing States have constituted the Regulatory Commissions with full powers to fix tariffs and (ii) power purchasing states shall undertake to carry out distribution reforms as laid down by Ministry of Power.

	The Ministry of Power has set a goal - Mission 2012: Power for All.

· A comprehensive Blueprint for Power Sector development has been prepared encompassing an integrated strategy for the sector development with following objectives:-
- Sufficient power to achieve GDP growth rate of 8% 
- Reliable of power 
- Quality power 
- Optimum power cost 
- Commercial viability of power industry 
- Power for all

Strategies to achieve the objectives: 

Power Generation Strategy with focus on low cost generation, optimization of capacity utilization, controlling the input cost, optimisation of fuel mix, Technology upgradation and utilization of Non Conventional energy sources 

Transmission Strategy with focus on development of National Grid including Interstate connections, Technology upgradation & optimization of transmission cost.
Distribution strategy to achieve Distribution Reforms with focus on System upgradation, loss reduction, theft control, consumer service orientation, quality power supply commercialization, Decentralized distributed generation and supply for rural areas.

Regulation Strategy aimed at protecting Consumer interests and making the sector commercially viable.
Financing Strategy to generate resources for required growth of the power sector.

Conservation Strategy to optimise the utilization of electricity with focus on Demand Side management, Load management and Technology upgradation to provide energy efficient equipment / gadgets.

Communication Strategy for political consensus with media support to enhance the genera; public awareness. 

	  


