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ORDER
(DATE OF HEARING: 23.12.2008)

The application has been made to seek approval for applicability of certain
provisions of Hydro Power Policy, 2008 (the policy), issued by the Central
Government, with regard to Local Area Development, stated to be applicable to
private project developers, to new projects of the petitioner awaiting sanction of the
Central Government or signing of implementation agreement. The petitioner has
summarized these provisions as hereunder:-.

“(@ An additional 1% free power from the project would be provided and

earmarked for Local Area Development Fund, which should be a separate

account aimed at providing regular stream of revenue for financing income

Generation and Welfare Schemes, Creation of additional infrastructural and

common facilities etc. on a sustained and continual basis over the life of the
project.

(b)  To provide direct benefits to the Project Affected People, village nearby
project area would be electrified under Rajiv Gandhi Gramin Vidyutikaran Yojna
(RGGVY) and the project developer should provide the share of 10% of the
cost from their resources.

(c) For a period of 10 years from the date of commissioning of the project,
100 units of electricity per month, free of cost, shall be made available by the
project authority to each Project Affected Family.”

2. The petitioner has sought to be allowed additional 1% free power as part of the

annual fixed charges recovery mechanism, expenditure towards providing benefits

under Rajiv Gandhi Gramin Vidyutikaran Yojna as part of capital cost and cost of



providing 100 units per month of free electricity to be made available to the Project

Affected Families, as part of O & M expenses.

3. We heard Shri Prashant Kaul on admission.

4, The petitioner, a public sector undertaking is engaged in the business of
development of hydro power in the country. It has been submitted that the policy has
created a disparity between private developers and the public sector undertakings,
like the petitioner, since provisions summarized above are not made applicable to the
public sector units. The petitioner has argued that the private developer will, under the
policy, have an edge over the public sector undertakings so far as the hydro
development is concerned, as the State Governments are likely to prefer to allocate
hydro projects to the private project developers because of the additional facilities to
be provided by them towards Project Area Development. The petitioner apprehends
that the public sector undertakings may even face resistance/opposition from the local
people in development of hydro projects because of the said disparity. The petitioner
proposes to include the provisions of the policy, applicable to project developers other
than the State-controlled or State owned projects, in its own Rehabilitation and
Resettlement (R & R) policy while implementing its upcoming projects so that the
Project Affected Families of new projects to be developed also get the same benefits

as announced in the policy in respect of private project developers.

5. The petitioner has stated that it proposes to cater for the facilities under the

policy, with regard to Local Area Development in its R & R policy in respect of the



following new projects for which Government sanction is either awaited or

implementation agreement is yet to be signed, namely:

(a) Kotli Bhel — 1A (195 MW), Uttarakhand,
(b) Kotli Bhel - 1B (320 MW), Uttarakhand,
(c) Kotli Bhel -1l (530 MW), Uttarakhand,
(d) Dibang (3000 MW), Arunachal Pradesh
(e) Tawang -I (750 MW), Arunachal Pradesh
() Tawang -l (750 MW), Arunachal Pradesh
(9) Pakal Dul (1000 MW) , Jammu & Kashmir
(h) Subansiri Lower (2000 MW), Arunachal Pradesh
0] Teesta —-IV (495 MW), Sikkim

6. We very carefully considered the matter.

7. The Central Government has revised the tariff policy to incorporate various

provisions of the tariff policy, as amended on 31.3.2008, to be made applicable to the
developer of a hydro-electric projects, not being a State controlled/owned company.
The provision of the policy noticed at opening para of the order are based on these
amendments of the tariff policy. These provisions are not applicable for the projects

owned or controlled by the public sector undertakings.

8. The R & R policy has been devised by the petitioner of its own. Therefore, the
Commission does not consider it appropriate to assign to itself any role to give
directions for incorporation of any of the provisions of the policy into the R & R policy
of the petitioner. Further, the policy has been formulated by the Central Government,
the owner of the petitioner for the purpose of fixation of tariff. In case the petitioner
considers that certain provisions of the policy should be applicable for development of
hydro-electric projects being undertaken by it, it should, in all fairness, approach the

Central Government for appropriate relief by way of amendment in the policy.



Nevertheless, any capital expenditure justifiably incurred by the petitioner within the
project cost approved by the competent authority may be considered for the purpose

of tariff, subject to prudence check by the Commission.

9. With the above observations, the present petition stands disposed of at the

admission stage.
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