Salient Features of Hydro Power P licy -2008

(a) The existing dispensation available to the'Public Sector under he National Tariff Policy 2006,
regarding exemption from tariff based bidding up to January 2011, is also extended to private
sector hydroelectric projects, which obtain CEA's concurrenie, sign PPAs with disuibution
licensees and achieve financial closure before Jaauary, 2011.

'@,State Govermmuents would be required to follow a transparent j rocedure for awarding potential
sites to the private sector. The selection criferia may incluce the financial strength of the
developer as measured by bhis net worth, experience in the development of inlrastructure
projects of similar size, past track record in delivering projec s on lime and within estimaied
costs, turnover of the developer in relation to the size of tae project, ability to mect lhe
performance guarantees ctc. This eligibility criteria will be ap plicable at the RFQ stage. The
Swates will call for bids from the short-listed developers who qualify the RFQ stage on a.single
quantifiable parameter identified from any of the options being =xercised by the States cither of
more than 12% free power or equity participation or upfront pas ment etc.

(¢) The concerned private developer would be required to follow the existing procedure such as
\/’gemug the DPR prepared, obtaining concurrence of CEA ~ State Government, obuaining
environment, forest and other statutory clearances, and the approaching the appropriaie
regulator. As provided under the existing puidelines, it would b : obligatory for the developer (o
go through an Internationa! Competitive Bidding (ICB) process tor award of contract for supply

of equipment and construction of the project either through a turnkey contract or through a few
well-defined packages.

(d) The tariff of the project would be decided by the appropriate | egulatory Commuission. To this
extent, the Tariff Policy notified in January 2006 is modifiel and the developer would be
required Lo enter into long term PP.As with distribution compan es subject to provisions in para

' 10(g) below. While determining tarifl the appropriate Regulatc ry Comniission shall not allow
as a part of the project cost the expenditure incurred or commited (o be incurred by the project
developer for getting the site allotted to him. The dispensation a :corded under the Hydro Policy
of 1998, regarding 12% frece power to be provided to the host s ate government, will, however,
be supplemented by an additional 1% in accordance with Cla e (h) below. Any free power

beyoud 13%. would be met by the developers from their own re :ources and would 1ot be a pass
through in tariff.

(e)

The project developer wishing Lo avail of this dispensation mus! reach the specilic milestones -
concurrence by CEA / States and all clearances, financial closur: and award of work by January
2011, and completion of the project within 4 years thereafier. 4 ny extension to the deadline of
January, 2011, if made applicable to the CPSUs under the tarif “ policy. shall be applicable for
the aforesaid purposes to such private hydro projects also. Larye storage projects and run-of-
the-river projects of capacity above 500 MW could be given s sitable increase wilh respect w
construction time. This time schedule would be determined b the aperoprisnte repulaior and
must be obtained before commencement of the construciion. Independent third party
verification would be done regarding adherence to the agreed tinielines.

(f) In order to enable the project developer to vecover the costs inzurred by hir in obtaining the
" project site, as mentioned in para 5 above, e would be alloweirl a special incentive by way of
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merchant sales of up 10 a maximum of 40% of the salcable energy. Projects that do not
conform to the prescribed tme lines would however lose this ir centive of merchant sales in a
graded manner. With a view to ensure tiniely completion of thet e projects, delays of every six
months w the commissioning date would rcsult in reduction of merchant sales by 5%. This

condition would be operationalised by the appropriate regulator duly apportioning the Annual
Fixed Charge accordingly.

(g) The same policy guidelines would be applicable to projects absve 100 MW capacity, which

have already been allocated by various States to the private deve opers, if such allocations have
becn made in a ransparent manner and on the basis of predetermined set of criteria

(h) An additional 1% free power from the project would be provid:d and earmarked for a Local

(i)

)

(k) Hydroelectnic projects displace families in remote arcas,

Area Development Fund, aimed at providing a regular stream of ‘evenue for income gencration
and welfare schemes, creation ol additional infrastructure and common facilities clc. on a
sustained and continued basis over the life of the project. 1t is rccomunended that {(he host state
governments would also provide a matching 1% from their shaie of 12% free power towards
this corpus. This fund could be operated by a standing committe headed by an oflicer of the
State Govemment, not lower than a district magistrate to be designated by the Stlate
Government, male and female representatives of the Project Aifected People and the project

head nominated by the developer. This fund would be available in the form of an annuity over
the entire life of the project.

For a perod of 10 years from the date of commissioning of the project, 100 units of electricity
per month would be provided by the project developer 10 each Pi1aject Affected Family through
the relevant distmbution company. It is expected that the PA M will consume at least the
minimum lifeline consumption of one unit per day and the cost of balance unused electricity, if
any. could be made available 1o PAF in cash or kind 6r a conit ination of both, at rates to be
determined Ly the State Electricity Regulatory Commission.

The project authorities would involve themselves in the implenx ntatjion of the RGGY Scheme
within a certain radius/surface distance from the Power House/ Dam Sile as per requirement.

The project authonities should bear the State Governments’ share >f 10% of the RGGVY within
this surface distance of the Power House/Dam.

In the interest of speedy
implementation of hydro electric projects, the Resettlernent and ehabilitation: puckage can be

more liberal than the National Resettleinent and Rehabilitation Pulicy, 2007.

(1) The costs towards expenditure incuned in St No (i), (§) & (k) abive would be an essential part

of the R&R plan and hence borne as a part of the project cost.

(m) The 10% share of the RGGVY could be within the fo)lowing su face distance from the Power

House .5
For Projects upto (00 MW ‘
For Projects between 100 MWand 250 MW

For Projects between 250 MW and 500 MW
For Projects above 500 MW

= Within a su -face distance of 2 Kins.
=Within a suiface distance of 5 Kms. |
= Within 2 sucface distance of 7.5 Kimns
= Within a d stance of 10 K



