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What were Tata Power’s key achievements in
the past year? 
Tata Power has made steady progress
over the past year. With the commission-
ing of the 4,000 MW Mundra ultra mega
power project (UMPP) and the 1,050
MW Maithon thermal power plant, the
company’s generation capacity reached
8,521 MW and the company strength-
ened its position as the largest integrat-
ed power company in India.

Tata Power generated 34,682 MUs of
electricity in the past year. The compa-
ny has also been exploring overseas
investments that will derisk its portfo-
lio. The following are the key highlights
of the past year:
• Tata Power, through its subsidiary

Tata Power International Pte Limited,
has signed an agreement with Clean
Energy Invest AS and IFC InfraVen-
tures for developing hydropower pro-
jects in Georgia. Power generated
from these projects will be primarily
sold to Turkey.

• The Mundra UMPP began full-scale
commercial operations and had gen-
erated 12,440 MUs of power as of
March 31, 2013. The company also
commissioned a 21 MW wind power
project in Rajasthan. 

• Tata Power registered a 50.4 MW wind
project at Samana and a 25 MW solar
project at Mithapur in Gujarat, and a
50.4 MW wind project at Gadag in
Karnataka under the clean develop-
ment mechanism. The Mithapur plant
generated over 43.386 MUs in 2012-13.

• The customer base in Mumbai increa-
sed to 380,000. 

• The company was awarded the 1,200
MW Long Phu 2 project by the Viet-
namese government.

• Tata Power’s associate company Geo-
dynamics commissioned a 1 MW
geothermal pilot project in Australia.

• The company signed a distribution
franchise agreement (DFA) for the

Jamshedpur circle.
• It acquired 26 per cent stake in

Indonesia-based PT Baramulti
Suksessarana Tbk.

• The company proposed modernisa-
tion of the 500 MW Unit 6 at the
Trombay thermal power station. 

• Tata Power achieved financial closure

Interview with Anil Sardana
“Private players’ contribution to sector growth needs to be appreciated”

Tata Power Company Limited, the country’s leading integrated power utility, is set to increase its generation capacity from over
8,500 MW to 26,000 MW by 2020. The company is focusing on green power, which will account for 20-25 per cent of its ener-
gy mix going forward. Further, as the business environment in the country becomes more challenging, Tata Power is exploring
opportunities overseas. Anil Sardana, managing director, Tata Power, shares his views on the company’s success, challenges and
future outlook. Excerpts…
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for the 135 MW Amakhala and 95 MW
Tsitsikamma wind projects.

What is Tata Power’s strategy to deal with the
current economic situation? How has the slow-
down impacted the company’s profitability?
The working capital crunch, aggravated
by the depreciation of the rupee, has
forced us to revise our expansion plans.
We are going back to the drawing board
to see whether the plans are still viable as
additional funds would be required to
meet the projects’ estimated costs. Fur-
ther, international expansion has been
put on hold. The rupee devaluation has
hampered our plans. We are mainly going
to focus on ongoing projects but will
review new projects as well.

How has the Mundra UMPP performed so far?
What has been the progress on tariff revision
for the UMPP? 
The Mundra UMPP is the country’s first
4,000 MW thermal power project based
on supercritical technology. The plant
meets 2 per cent of the country’s total
energy needs and is expected to annual-
ly supply over 26,000 MUs to Gujarat,
Rajasthan, Haryana, Punjab and
Maharashtra. The project was complet-
ed in a record time of one year from the
commissioning date of the first 800 MW
unit in March 2012. The average gap
between the synchronisation of two
units was three and a half months,
which was less than the baseline sched-
ule of four months, and five months as
stated in the power purchase agreement.
The Mundra UMPP marks the entry of
800 MW supercritical boiler technology
into India. This technology and the
choice of unit sizes will help save fuel for
the project and reduce greenhouse gas
emissions as compared to regular coal-
fired power stations.

Tata Power had filed a petition with the
Central Electricity Regulatory Commis-
sion (CERC) seeking a tariff revision for
the UMPP on account of the increasing
cost of imported coal. The CERC has
allowed Coastal Gujarat Power Limited
to charge a compensatory tariff till the
fuel situation stabilises. This is a posi-
tive development. The details of the

proposed compensatory tariff have
been finalised by the Deepak Parekh-
headed committee, which was consti-
tuted as per the CERC’s directives. A
hearing was held on September 13,
2013 to discuss specific issues related to
the recommendations submitted by the
committee. Gujarat Urja Vikas Nigam
Limited has agreed in principle to the
panel’s recommendations, subject to
certain conditions. The CERC has given
additional time to other procurers,
including the discoms of Haryana and
Rajasthan. The next hearing is sched-
uled for October 25, 2013.

What is the company’s strategy for securing
fuel for its existing and upcoming thermal pro-
jects? What is the current production from its
Indonesian coal assets?
Fuel supply is in place for most of the
operational projects and those under
development. Given the current sce-
nario, there is uncertainty around future
allocation of captive coal blocks to pri-
vate companies. The company will con-
tinue to develop the captive coal blocks
(Tubed and Mandakini) allotted to it. 

We are exploring various alternatives for
upcoming projects based on imported
coal. Blending of coal can offset the
higher price of imported coal to some
extent. Therefore, we are sourcing low-
grade coal from Indonesia, Africa, the
US and Colombia.

The combined production from two
Indonesian thermal coal companies –
PT Kaltim Prima Coal and PT Arutmin
Indonesia – during 2012 was 74.4 mil-

lion tonnes (mt) as against 65.63 mt in
the previous year. Moreover, in 2012-13,
the company signed a long-term coal
supply agreement with PT Antang
Gunung Meratus.

Is the company exploring additional options
for overseas coal asset acquisition? What will
be the impact of the Cabinet Committee on
Economic Affairs’ (CCEA) decision to allow
pass-through of imported coal costs?
The CCEA’s decision to allow fuel cost
pass-through is a positive move for the
industry. Based on our understanding,
the order is limited to domestic coal-
based plants that depend on imports to
meet the coal shortfall, and it replaces
the previously proposed price pooling
mechanism. The government needs to
implement a similar mechanism for
imported coal-based projects, which
have been impacted by factors that are
beyond the control of developers. This is
crucial for utilising imported coal-based
assets effectively and competitively.

Further, Tata Power is evaluating oppor-
tunities to acquire overseas resources,
including coal mines. The key markets
are Africa, the US and Colombia as the
price of coal has declined in these areas
due to increasing shale gas supplies in
North America. Preliminary talks are on
for several mines and a few consign-
ments have been sourced from Colom-
bia and the US.

What has been the progress of the compa-
ny’s distribution business in Delhi and
Mumbai? What initiatives/investments have
been planned to improve distribution opera-
tions in Jamshedpur?
Tata Power has significant experience in
the distribution business, both in
Mumbai and Delhi. The company is
making steady progress in its Mumbai
distribution business. In Mumbai, the
company plans to expand the distribu-
tion network and invest Rs 2.5 billion-
3.5 billion per year till 2016-17.

In Delhi, Tata Power Delhi Distribution
Limited has been a benchmark per-
former over the last 10 years. Tata
Power’s losses in Delhi reduced from 53

“The working capital
crunch, compounded by
the depreciation of the
rupee, has forced us to

revise our expansion
plans. We are going back
to the drawing board to

see whether the plans are
still viable.”



per cent in 2002 to about 11 per cent in
March 2012. 

In Jamshedpur, Tata Power plans to focus
on all areas to drive comprehensive
growth of the distribution business. After
signing the DFA for the Jamshedpur cir-
cle, it has formed a special purpose vehi-
cle – TP Power Distribution – and execut-
ed the DFA with the Jharkhand State
Electricity Board. TP Power Distribution
will be responsible for operating and
maintaining the network in the Jam-
shedpur circle, which includes Jamshed-
pur, Adityapur, Ghatsila and Baharagora.
The company will also manage billing
and collection operations for the circle.
The distribution franchise contract
awarded to Tata Power for the Jamshed-
pur circle is valid for 15 years.

In the international market, Tata Power
will provide technical assistance to the
Benin Distribution Company in Nigeria.

How has been the performance of the compa-
ny’s trading arm?
Our trading arm – Tata Power Trading
Company Limited – has performed very
well and contributed significantly to
both the top line and bottom line. It
transacted 9,431 MUs during 2012-13 as
compared to 5,583 MUs in the previous
year and has registered a compound
annual growth rate of 41 per cent over
the past five years. With a market share
of 13.89 per cent in 2012-13, it is the sec-
ond largest player in the country’s power
trading business.

What is Tata Power’s capacity addition plan
for the next few years? Given the slow pace of
reforms, is the company planning to downsize
its plans and enter new markets?
Tata Power is India’s largest integrated
power utility with a presence across the
power value chain (generation – both
conventional and non-conventional,
transmission, distribution, power trad-
ing, and fuel and logistics). It is also one
of the largest renewable energy players
in the country with a total installed
capacity of 1,106 MW in the wind and
solar power segments. Tata Power will
continue to pursue avenues to add

“clean and renewable energy” capacity
to expand the renewable energy portfo-
lio. The company has ambitious plans
to fuel its multifold growth across the
power value chain. It aims to add 26,000
MW of capacity, distribute 4,000 MW of
power and ensure fuel supply by secur-
ing 50 mt per annum of resources by
2020. The company also intends to
increase the share of renewables (hydro,
solar, wind, geothermal and waste
gases) in its energy mix to 20-25 per
cent. It has various renewable energy
projects in the pipeline, including a 28.8
MW solar photovoltaic project in Satara
district in Maharashtra, which is being
developed by Tata Power Renewable
Energy Limited.

With regard to diversifying into new
geographies, the company has priori-
tised four key regions – Africa, South-
east Asia, the Middle East and the
SAARC region. It has deployed resources
in these areas to understand the market
dynamics and look for various opportu-
nities. These regions have been short-
listed on the basis of aspects like risks
and rewards, the law and order situa-
tion, and business ethics.

What are some of the key issues and chal-
lenges faced by the company?
The power sector is facing several chal-
lenges. A key issue is fuel shortage.
Despite the huge domestic coal reser-
ves, the power sector is facing shortages
and has resorted to coal imports to
meet its requirements. 

At the same time, policy changes in
Indonesia and Australia have signifi-
cantly escalated the price of imported
coal. Since independent power produc-
ers import coal from these countries,
the sudden rise in prices has made
imported coal-based projects economi-
cally unviable. Another key challenge is
the shortage of natural gas in India. This
has resulted in a stranded gas-based
capacity of around 18,903.5 MW, which
accounts for about 9.13 per cent of the
generation capacity. 

Besides fuel issues, the slow pace of dis-
tribution reforms is a key cause for
concern. The distribution segment needs
significant reform intervention; a combi-
nation of tariff increase, competition and
open access; and enforcement of the
“obligation to serve” mandate. It caters to
200 million consumers with a connected
load of 400 GW, which is one of the largest
customer bases in distribution globally.
However, high financial losses and the
debt burdens of discoms are impacting
not only the distribution segment but
also capacity addition.

Another impediment is the lack of com-
mitment from state governments to
support developers in securing clear-
ances, land, etc. Without government
support, developers face delays in mak-
ing investments.

What is your outlook for the sector in the next
few years? What steps need to be taken to
address the challenges?
The power sector has gone through a lot
of turbulence in the past few years.
There were clear indications of the sec-
tor struggling due a number of factors
like fuel supply shortages, an unprece-
dented hike in coal prices in interna-
tional markets and the poor financial
health of discoms. 

Despite these challenges, private players’
contribution to sector growth needs to be
appreciated. The private sector added
15,000-20,000 MW of capacity in the past
year. There is a need to formulate a robust
energy security policy to meet the coun-
try’s power requirements. ■
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“Besides fuel issues, the
slow pace of distribution

reforms is a key cause for
concern. The segment

needs significant reform
intervention; a combination
of tariff increase, competi-
tion and open access; and
enforcement of the “oblig-
ation to serve” mandate.”


