Comments of TANGEDCO on the Draft CERC (Terms and conditions of Tariff) Regulations (First Amendment), 2020.

1) The Hon’ble CERC have published a draft Notification on 01.04.2020 seeking stakeholders views on the proposed amendment to the Tariff Regulations 2019 to service the Capital and recurring charges necessitated due to implementation of ECS as mandated by MOEFCC.

2) On 07.12.2015, Ministry of Environment, Forest and Climate Change, Government of India has notified the Environment (Protection) Amendment Rules, 2015 which mandates all thermal power plants to comply with the revised norms as specified in the Notification, for existing as well as for new power plants.

The amended norms prescribed by the MOEFCC Notification for Thermal Power Plants are tabulated as follows: - 

	Parameter
	Standard

	Water consumption
	All Plants with Once Through Cooling (OTC) shall install Cooling Tower (CT) and achieve specific water consumption upto maximum of 3.5m3/MW/hr within a period of two years from the date of publication of this notification. All existing CT-based plants reduce specific water consumption upto maximum of 3.5m3/MW/hr within a period of two years from the date of publication of this notification. New Plants to be installed after 1st january 2017 shall have to meet specific water consumption upto maximum of 3.0 m3/ MW/hr and achieve zero waste water discharge.

	TPPs (Units) installed before 31st December, 2003

	Particulate matter
	100 mg/Nm3

	Sulphur Dioxide (So2)
	600 mg/Nm3 (Units Smaller than 500 MW capacity units)

200 mg/Nm3 (for units having capacity of 500 MW and above)

	Oxides of Nitrogen NOx
	600 mg/Nm3

	Mercury (Hg)
	0.03 mg/Nm3 (for units having capacity of 500 MW and above)



	TPPs (units) installed after 1st January, 2004, upto 31st December, 2016



	Particular Matter
	50 mg/Nm3

	Sulphur Dioxide (SO2)
	600 mg/Nm3 (Units smaller than 500 MW capacity units)

200 mg/Nm3 (for units having capacity of 500 MW and above)

	Oxides of Nitrogen (NOx)
	300 mg/Nm3

	Mercury (Hg)
	0.03 mg/Nm3



	TPPs (units) to be installed from 1st January, 2017

	Particular Matter
	30 mg/Nm3

	Sulphur Dioxide (SO2)
	100 mg/Nm3

	Oxides of Nitrogen (NOx)
	100 mg/Nm3

	Mercury (Hg)
	0.03 g/Nm3


The norms   As noted above, the norms are different for the three categories i.e.      i) TPP’s Units installed before 31st December, 2003, ii) TPP’s Units installed between 1st January, 2004 to 31st December, 2016, and iii) TPPs which are commissioned after 1st January, 2017.  
3) In the discussion paper published during January 2020 by TERI titled “Emissions Control in Thermal Power Stations: Issues, Challenges, and the Way Forward”, (Annexure I) the following observations have been made:

· On 8 June 2016, in a meeting chaired by the MoEFCC and MoP, it was decided that a committee comprising representatives from MoEFCC, MoP, Ministry of Coal, CEA and CPCB may be constituted to look into all the issues related to the implementation of norms. In the meeting it was inter-alia decided that MOP/CEA shall submit by December, 2016 (a) plan for phasing out of power plants commissioned up to December, 2003 and (b) implementation plan in respect of units commissioned during January, 2004 to December, 2016.

· Phased implementation plan having been made by CEA giving due consideration to various requirements. CEA, in consultation with states, could carry out an assessment of likely shortage of power on account of shutdown of power plants in state & private sector as well as inter-state generating stations planned on account of retrofitting/implementation of emission control systems. This would help the DISCOMs/ State Governments in assessment of difficulties in maintaining power supply to consumers.
· Technology options in respect of FGD may be examined by CEA and the findings may be brought to the notice of all concerned - generating companies, power utilities, SERCs as well as CERC so as to facilitate proper and timely decision making on the part of generating companies to place orders.

· A proper retirement plan for old and inefficient units, causing more emission due to poor operational heat rate, is required to be formulated rather than extending PPA for such units in view of their zero/marginal fixed cost liability.
· A meeting was held on 17 May 2019 having participation from MoEFCC, Environment Pollution Prevention and Control Authority (EPCA), Ministry of Power (MoP), CPCB, CEA, and NTPC (India Environment Portal 2019). During the meeting it was decided that to assess NOx emissions, a joint sampling by CEA and CPCB would be carried out at TPSs having Combustion Modification by design and CPCB shall submit Report to MoEFCC. Subsequently the joint monitoring was carried out in 7 units of 4 thermal power stations by joint team of CPCB and CEA from 13 February, 2019 to 2 April, 2019. Out of 7 monitored units, only 5 units were found complying with the NOx emission standards of 300 mg/Nm3 at full load only. So, it was agreed in-principle to revise the NOx norms from 300 to 450 mg/Nm3 for thermal power plants installed between 1 January, 2004 to 31 December, 2016 and same would be presented for a final decision to Secretary MoEFCC and Secretary MoP

4) CEA has assessed the plan for phasing out of power plants commissioned up to December 2003, with proper retirement plan for old and inefficient plants. There is a need to fix a time line and strictly adhere to the same for phasing out the old and inefficient plants. This will greatly help in reducing the emission level instead of going in for ECS implementation at the fag end of the life of the thermal plant. Further, this will avoid illegitimate burden to end consumers, as the Payback period will not be within the useful life of the Plant. The accrued environmental benefit out of the balance life of the power plant on installation of the ECS at the tail end will be outweighed by the huge Capital Expenditure and upfront surge in tariff. The investment can be made for new thermal power stations, with stringent Environmental norms. 
5) It has been stated by TERI that joint monitoring was conducted at 7 units of 4 thermal stations and only 5 units were complying with NOx emission standards of 300 mg/ Nm3 at full load only. The Committee has in principle agreed for revision of norms from 300 mg/ Nm3 to 450 mg/ Nm3.  However, revised norms have not been furnished by MOEFCC but the generators have started implementing the ECS based on the existing norms of 300 mg/Nm3. The Hon’ble Commission may issue suitable advisary to the MOEFCC to issue necessary revision of norms.
6) Further, technological options in place of the high cost FGD for removal of SOx may be done by CEA as suggested by TERI.
7) The Ministry of Power in its notification dated 10.12.2019 has notified the Draft guidelines for Renovation & Modernization / Life Extension works of Coal/ Lignite based thermal power plants. 
Para 4.1.3 of the notification dated 10.12.2019 is extracted below.
The R&M programme is primarily aimed at generation sustenance and overcoming problems arising due to:

1. Generic defects

2. Design deficiencies / modifications

3. Inefficient operation

4. Xxxx

5. Xxxx

6. Stringent environmental norms for PM, SOx NOx, Mercury and water consumption

The above notification strongly emphasizes the need to carryout the Environmental compliance activities under R & M Programme only. There is provision in the Tariff Regulations for meeting out the expenditure under R & M activity. Hence the Hon’ble Commission may direct the generators to comply with the above said notification of the MoP and incur the expenditures under   R & M activities.

7. Ministry of New and Renewable Energy in the Notification dated 21.03.2017 has fixed a target for implementation of 40,000 MW through development of Solar parks and ultra Mega solar power projects in the country.

8. Under National Solar Mission, the Central government has revised the target of grid connected solar projects to 1,00,000 MW by the year 2020-21 vide cabinet approval dated 17th June, 2015. Also, the government has set an ambitious target of 175 GW renewable capacity (100 GW Solar + 60 GW wind + 15 GW other RE) by the year  2022. In order to facilitate the evacuation from these RE plants, a Green Energy Corridor is being setup with an investment of Rs.38,000/- crore.  With such a massive penetration of renewable energy, CGS/ISGS will be expected to resort to reserve shut down. With the thermal Units to be backed down in such a scenario in future to accommodate the clean energy, necessity for installation of ECS equipments at such a high cost in all thermal stations needs to be deliberated in various forums, and decision in the interest of end consumer has to be worked out weighing out the pros and cons of such investment.
9. On the one side, the Central Generating Stations will be incurring huge expenditure towards maintaining emission standards by installing emission control equipments and recovering the expenditure from the beneficiary utilities through tariff. On the other side the beneficiary like TANGEDCO which is fully accommodating the energy produced from the renewable energy resources, far beyond the Renewable Purchase Obligation, approximately 40% to 60% of the demand during optimum wind season; bearing the financial impact due to backing down such as payment of compensation to the generators backed down as per CERC’s directions.  
10. The cost-benefit analysis in respect of the additional capitalisation on account of the implementation of revised emission standards in the generation stations must be done considering the life period served/remaining/ PLF achieved / NAPAF in the previous years etc and such reports must be accompanied by the generator along with the Tariff Petition.

11. The cost estimates of the Central Generating Stations for ECS activities need to be compared with the cost data of the similar size units of the private generating stations so as to reduce the cost of the tariff with higher efficiency level.

12.  The ECS shall not be designed based on the installed capacity of the plant. The factors like the life period served, the plant outage, PLF achieved during the previous 5 years, the emission level and the expenditure required to meet out the revised emission standards are to be taken into account before going in for designing  the emission control systems.

13. Hence the Hon’ble Commission may look into the above facts submitted by TANGEDCO and ensure that the ECS to be installed involving huge cost shall be carried out in thermal stations after taking into account all factors and conducting proper studies for all thermal stations. Further the study reports may be made available in the public domain so as to enable discoms in their financial planning.
14. Regulation wise comments/ suggestions to the draft amendment is submitted below (Annexure II).
