Tata Power is completely geared up to roll out GST from 1 July: Anil Sardana
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ata Power Ltd reporteda
T consolidated net loss of
Rs246.9 crore for the
quarter ended 31 March, hurt
by an “exceptional item”
undera contractual obligation.
Inan interview, Anil Sardana,
managing director of Tata
Power, spoke about the com-
pany’s performance and strat-
egy. About the new tax regime,
Sardana said at a GST rate of
5%, coal costs will be a pass
through for most power com-
panies but solar power will
become expensive due to the
GST rate of 18%. However, as
most of Tata Power’s solar pro-
jects concluded before 31
March, he said, the company
seesno impact of the new GST
rate on its tariffs, Tariff bene-
fits for customers will only be
seen by mid-2018, he added.
Edited excerpts:
Before I go into the
details and nitty gritty
and what lies ahead, the
goods and services tax
(GST) is the hot subject.
There is going to be a
positive impact for
power companies like
yourself. Coal will attract
a 5% GST rate. Have you

beenable to estimate the

kind of impact and the

cost saving that will
come in as a result of
this?

For most of the power com-
panies, coal typically is a pass-
through. So, ifatall, itisgoing
tobean advantage to the cus-
tomers. So, for us the advan-
tage will be that we are a distri-
bution company too and
therefore, we look forward to
our tariffs becoming better
over a period of time because
nowitisdown from11%to 5%.

But at the same time, while
the GST for most of the power
items hasimproved, what has
surprised us the solar GST.
That has moved to 18%. That
used to be zero. So that isa
change that perhaps will make
solar more expensive, And the
worry is that right now, the
projects which are in execu-
tion stage, they will have to
bear this brunt because the
change of law will take along
time for them to resolve. We
are fortunate that most of our
projects got concluded before
31 March.

So, there will not be that

much of animpact.

So, for us, as Tata power,
there will not be animpact, but
for big projects which are not
executed, the number is as
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large as almost 10,000 mega-
watts (MW).

10,000 MW worth of

projects beingimpacted

across the powersector,
not for Tata Power?

That isright.

Is there a portion of this

that Tata Power will get

impacted by?

No, Tata Power will not get
impacted because most of our
projects are concluded before
31 March,
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So, you indicated that
there would be a benefit
for customers, for your
customers specifically.
My first question, are you
ready for the July 1 roll-
out? And secondly, the
revenue secretary was at
CNBCyesterday. He had
requested that the corpo-
rates must wait till the 1
July turnaround to pass
onany effect, negative or
positive to the custom-

ers. So, what would the

timeline be? By when

would customers see that
benefit of tariffs?

First and foremost, we as a
company are completely
geared up torollout GST from
1 July. So, we had advisors on
board, we have done our
changesin the enterprise and
resource planning software.
So, we are all set for 1 July.

Second part that you asked
was that when do customers
truly see the advantage. That
will not be until we go to the
regulator the next time
because as you know, the tar-
iffs and distributions are all
determined by the regulator.
Therefore, this cycle will virtu-
ally be a cycle that will end up
towards the end of this finan-
cial year. And then you go to
theregulatorand then you get
to see the changes.

So, by when would yougo

to the regulator?

Not until 2018, middle.

So, by mid-2018, there

would be a tariffimpact?

How much would that

he?

There will be a tariff
improvement and if you
assume for coal it isgoing to be
down from Il percent to 5 per-
cent, in some of the projects
the cost could certainly come

down by Rs0.10-0.15.

By mid-2018?

That isright.

Could that further keep

coming down over a

period of time, after itis

executed? Is thereawin-
dow for that?

No, because if the coal pri-
cesincrease, yes thenrelative
difference of the GST would
certainly bean advantage. One
has to wait and see as to how
other aspects, other compo-
nentsof what forms the varia-
ble price, in terms of not just
the coal, but also the ferrying
of coal, by trucks or by rail sys-

are becoming more clearer,
the services part, one has to
wait and see what will be the
GST rates for some of those
services. And once that all rolls
out, then one will have an
aggregate clarity in terms of
what will be the final impact,
negative or positive on cus-
tomers.
Let us talk about the
earnings. Youhave hada
good year. IfI had to sin-
gle out this quarter’s per-
formance, there hasbeen
anetlossof Rs247 crore,
but that is largely
because of an exception.

tem, how would
that get impacted
because one hasto
see on a holistic
basis. If that also
goesdown, then customer will
see bigger advantages.

Isthere any more clarity
that you need while you
are getting ready for
implementing GST? Is
there more clarity that is
required, specifically
from a thermal electric-
ity perspective?

Not from the components
that become part of the entire
generation ordistribution, but
yes, asthings stand today, they
are declaring the rates for
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Barring that, a
Rs389 crore of
profit that you
have seen. So,
firstly, istherean

exceptional item likely?
Is there more payout that
you have to make in lieu
of Tata Docomo in the
next few quarters? If yes,
have you factored thatin
already?

First and foremost, as you
rightly said, one is that this is
Q4 but the other important
part is this is also full year, So
when we look at the power
sector, we donot look at every
quarter because this is long-
term business. So, from an
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many services. The goods part

annual statement point of

view, while we have provided
Rs 650 crore for Docomo that
islikely to be a payout, what we
have done, we have done two
aspects. One is that based on
the high court order, we real-
ised very clearly that the
Docomo payout will happen
soomn. So, that is one part that
we have provided for.

So, that is done now?

That is done now. There is
no need for more provision.
The second part that we did
was that the Docomo impair-
ment, that shares that we will
acquire from Docomo will get
impaired because the pricing
isnot going to be at the price at
which we transact with
Docomo. So, therefore, we
have even provided for that
because just for the viewers,
we are buying these shares as
per the agreement that Tata
Sons had, atabout Rs 58 which
is 50% of the price at which
these shares were originally
bought by Docomo.

But now, we have provided
in the booksat Rs11.70. So, we
have even impaired the gap
between them. So, we have
completely provided for that
so that that entire thing is
taken care of. So, the yearly
performance, if 1 do not con-
sider Docomo, has been
Rsl,400 crore profit on the
consolidated basis which is a
very good performance con-
sidering the fact that we had
high coal prices and we had
more pain at Mundra.



