ANIL SARDANA ,
MO, TATA POWER

- The order from CERC asking state-run discoms to make up for the higher cost of imported coal will still leave a gap of close to 2500 crore ‘
in operating the Mundra plant, says Tata Power MD. But the relief will at least help the company run the plant, he adds

‘Consumers to Lose if Tariff Order is Challenged’
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for breath and being completely outof

‘breath, saysAnil Sardana, managing
dmor.mam ItisSardana'sfirstin-
terview after Central Electricity Regulatory
Commission (CERC), Inan order dated Febru-
ary 21, directed the state-run distribution
companiestomake up for the higher cost of
coal imported from Indonesia for the year
ended March 2013. Tata Power will receive
2330crore fromstate-run distribution com-
paniesand acompensatory tariffof 20.52a
unit for power generated from Mundra. It will
still leave agap of 2500 crore, but Sardana
told ET's Satish John that they can manage
Mundra now. Edited excerpts:

The Mundra power project has weighed
down the whole company. With the CERC
order, will the outlook change?

The company has been bleeding ever since
the Indonesian government changed rules
that priced coal much higher than the con-
tracted price. It was important that it wasre-
solved. We were finding it difficult tomanage
day-to-day operations at the Mundra plant
because of the tremendous cash losses. Itis
not that withthis (CERC) order, the Mundra
asset becomes profitable. We still have toab-
sorb the impact because of the forex varia-
tion on the capacity side; 250 crore has been
shaved off because of the RoE (Return on Eq-
Uity) because there was no RO earlier..and
mqmeooenuonalwanmasthey

have taken, like they reduced the coal specifi-
cations, but also reduced our auxiliary power
consumption. 50, we'll have about €250 crore
odd loss on accountof this. So, we will contin-
uetobear close toz500 crore loss from oper-
atingMundra,

So, the challenge on the profitability front
still remains?

But that is not as formidable as thet1,800
crore loss we suffered earlier. Atleast, we are
ableto breathe easily torun the asset. Our ob-
jectlve was tobuild anational asset. We built
itand despite all odds, have been runningit
till now. This order enables us toat least run
the unit. Otherwise, the consumer would have
been distraught by the fact that the power
generated and distributed for3aunitwill
not reach the customer. | would put this order
asawin for consumers because they get com-
petitive power.

But the CERC order comes at a time when
politicians are looking for soft targets and
the power sector is easy meat... Do you
think the state governments will let the
CERCorder pass?
Thisworks intheir favour asthey (the state
governments) are talking about competitive
power, This power (from Mundra) is the most
competitive thatone can expect inthe coun-
try today. Anew asset isgeneratingatz3a
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what the politicians are saying today,

S0, you are saying that the price for
Mundra power is much lower than what
your peers are offering?

Ohyes. Thisis certainly one of the most com-
petitive power even after the CERC order. You
can see for yourself the five states thatare
buying power fromthe project, will still rank
asthe most competitive that states suchas
Gujarat, Maharashtra and Punjabamong oth-
erswould be buyingtoday.

But there Is a feeling that states would be
challenging the CERCorder?
Thenclearly, the consumer will lose.

Why do you say that?

Because the consumer will be denied the
power. We can't run (Mundra) with this kind
of uncertainty for long. The factis that if the
company’s networth gets eroded, what is the
alternative?

The Mundra project has weighed heavily
on Tata Power’s financials, There has been
some restructuring where you have sold
assets inIndonesia. With this favourable
order, how does it look?
The simple point is that the reason why we
sold anasset in Indonesia was because our
debtequity position was stretched, We have
been ralsing funds to keep this plant running
because of the losses. That reached a point
whereit would have been impossible to ser-
vicethatdebt. Tomanage within our means
wehadtosellsomeassetsand
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I doonlyasmuch asit canstretch.
| tokeep our promise. We kept
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terest because webeljeve that
-mmumnm
canstand on itsown meritand
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hasjudgedthat in

it.If people question the CERC order, then we

cannot runthe plant. Itis not viable. We were
generatingcash by selling assets.

Itisa 100 year old group. Whatever we

could do, we have done in the hope that the
other side will empathise that there is no fault
of ours. We couldn’t have predicted prices for

25years. We wentand dida contract in good
faithand that contract would makeus stand
comfortably but the country (Indonesia)
changed the rules. So, where will we have the
resources torun? if they decide toquestion
the order, then the customer will eventually
bethe loser.

@ 0N BRIDGING THE GAP
There isadifference between
gaspingand completely
goingoutof breath

Can we say that the CERC order can sort out
alotof the losses for Tata Power arising
outof Mundra?

We'll still have 32500 crore gap. But com-
paredtoe1,800crore, Itisany day better.

How do you bridge that gap?

We'll have tolive with that. We'llbeable to.
manage this because our operations are big-
ger. The good thing is that we'llnot bieed toa
mmmum:'sacmmmebe-
tween gasping and completely going out of
breath. Our legacy projects will make up for
 thelosses.
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Politicians are doling out subsidies as if
thereisno tomorrow?
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them of dolingout subsidies to large number
of people is not a good strategy. The political

economy must address subsidy toneed based

segmentsand thereforeitis provided inthe
act. But knowing the health of the state elec-
tricity distribution companies and knowing
that states today are findingit very hard tofi-
nance their budgetary requirements. They
{the state government) will find it difficuit to
providebudget support for capital infusionof
network expansion and for sourcing power,
That'snota good sign. Maharashtra hasal-
ready committed 7,500 crore to¥8000 crore
insubsidies and to that extent, the require-
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What s the latest on coal linkages?
Everything is ata standstill. There has been

noprogresson this front for thelast 2to 3
years. That's the reason why we have decided
to look outside.

Asfar as your Indonesian assets are
concerned, is there any change in strategy
now that you have divested one asset?
Will there be more divestments?

Wehave said we are not going doany more
coal projectsin indonesia. Very clearly, itis
now a controlled economy. We have four coal
mines. We have proposed to sell one. We'll
waitand see how it pansout. |

Are you considering to buy coal assets in
Africa?

The problem there s of infrastructure. They
have more thermal coal, which works for us,
Geographically also it works forus as the Afri-
mmmnmwmmmmapt
and our plants in India are located on the
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countrieslackinfrastructure such as ports
andrailway links. So therefore to meet Mufi-
dra'sneedsisvery difficult fromAfrica,

Weneedtorevlemhestaterewtamtysy's‘-
tem. There should be some mechanism that
officials should come outsidethe state ket
happens in high courts. Or there should be re-
glonal regulatory body which could have ohe
nominee from the stateand the chairman
from outside the state. Some review is neet-
ed. Because the state regulators can come un-
der the influence of state governments, We
have invested abroad because of theun- 4
certainties here, We need the new govern-,
ment to be decisive witha good majority. th-
erwise we'll haveaproblem by 2017-18. |

New projects willcomeuptill 2017-18. y
However, beyond '17-18, wedon'tseemy
pipeline of projects.
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