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matter. If i a very important mat-
ier for us betause it has come soon
after the dismentling of apartheid
in South Africa. (Interruptions)

'THE DEPUTY CHAIRMAN: They
are congratulating and so, 1 said,
okay. I said, no other matter,

SHRI JOHN F. FERNANDES:
Madam, it is a unique development
after 27 years of martial rule there.
India has been espousing the cause
of PLO throughout. And we haveto
be very happy that the Government
of India has an Observer. Our Min-
ister of State for External Affairs,
Mr. R. L. Bhatia, is there. AndI
think we have o welcome this Ac-
cord, and we have to see thag this
Accord is fully implemented in
future,

THE DEPUTY CHAIRMAN: We

all congratulate and wish them all
the best.

SHRI M. A. BABY (Kerala):
Madam, on this matter, I also would
like to assocCiate myself, having my
own apprehensions about the possibi-
lity of peace being fully restored
and the rightfu] claim of the Pales-
tinians to have their homeland rea-
lised. We wish thag the positive
process that has started yields posi-
tive results.

THE DEPUTY CHAIRMAN: Let

ug hope so. We wish them all the
best.

SHRI TRILOKI NATH CHATUR-
VEDI (Uttar Pralesh): Madam, I
associate myself with this and say
that both Israel and Palestine should
be commended for bringing abouta
p=ace accord so thar a peaceful at-
mosphere is Created.

THE LEADER OF THE OPPOSI-
TION (SHRI SIKANDER BAKHT):
Madam, the whole House would like
to associate itself with thiaf.
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THE DEPUTY CHAIRMAN: I think
the whole House  associates itself

along with the Chair, and we wish

them wel]l and we wish them peace.
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Now, we take up Call Artention
Motion.  Yesterday, 1 announced
that we have to finish the Call At~
tention at 4 v’clock because we will
have the reply of the Railway Min-
ister at 4 o'clock. So, I request the
hon. Memberg to abide by_the dir-
ection of the Chairm, whoever in
the Chair. Now, Shri Jaipal Reddy.

————

CALLING ATTENTION TO A MAT-
TER OF URGENT PUBLIC IMPOR-
TANCE

Situation arising out of Heavy for-
ejign investment in power sector

SHRI S. JAIPAL REDDY (Andhra
Pradesh): Madam, I beg to call the
attention of the Minister of Power to
the situation arising oui of the heavy
foreign investment in Power SeCtor.

THE MINISTER OF POWER
(SHRI N. K. P. SALVE): Madam,
the Private Power Development
Policy of the Governmen; of India
wag initiated in 1991. This initiative
was based on the need of mobilies
resources from private investmen.
to meet the rapidly growing demand
for power in the context of the pau-
city of resources for capacity addi-
tion with Central|State PSUg and
SEBs. , !

.'.’LJ-«

The total installed capacity inthe
country which was only 1362 MW in
1947 at present stands wat anound
76000 MW. However, this is far
short of the actual energy require-
ment of the country. The working
Group on Power set up by the Plan-
ning Commission to finalise the 8th
Plan had estimated that there was
peak shortage of 18.5 per ceng and
an energy shortage of 9 per cent at
the beginning of the plan. Tomeet
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this shortage it was estimated that
around 48,000 MW of new genera-
tion capacity would require to be
added. As against thig the Planning
Commission wcould provide for a
capacity addition of only 30,538 MW
while finalising the 8th Plan. The
present indicationg are that it would
now be possible o add only 20,000
MW of new generation capacity by
the end of the plan, i.e. by March,
1997. The major hurdle in achieving
the target of 30,538 MW has been
the inability of the public sector to
raise enough resources.

Our present per capita consump
tion of electricity ig around 270 Kwh
per snnum which is one of the low-
est in the world and ig in sharp con-
irast with the average consumption
in the developed countries which is
over 5000 Xwh per annum. Thug we
have to go a long way in providing
for our people what can be consid-
ered a reasonable level of electricity
consumption. )

The large gap in <Jdemand/supply
for electricity calls for significantly
stronger steps backed by a composite
strategy which encompasses various
components of supply side enhance-
ment and demand side management.
Such a strategy is in fact in place as
reflected in the detailed Action Plan
adopted at the National Power Mi-
nisters’ Conference held in January
1993. But all these measures, as also
the all important need to  bring
abou; reforms in the state power
sector implies substantial invest-
ment and long gestation. There is.
therefore, no escape from the need
to bring about capacity addition of a
large magnitude within a medium
term framework. Inviting private
investment to participate in this vital
sector, to supplemen; the public sec-
tor, was, therefore, the right strategy
adopied by the Government.

It ig against this batkdrop  that
the supplemental role of private sec-
tor acqulres significance. Private
sec* v power development is not a
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mere slogan. It is a solution, a
carefully considereq solution which
is both sector spetific and part of the
larger economic reforms. The policy
to encourage the private enterprise
participation is an invitation to both
iudign and foreign companieg to put
up generaton and distribution pro-
jects. In additica there is also an
emerging role in the areg of reno-
vation modernisation and managerial
upgradation of exisling plants. The
electricity laws have been amended
and a more congenial legal, adminis-
trative and financial framework has
been put in place.

A point has been made for the nsed
for foreign investment. As I men-
tioned, our policy is lo attract addi-
tionelity  of resources from private
investment ,which can Come from
both Indian and foreign enterprises.
With a view to achieving this objec-
tive we have placed a ceiling that
not more than 40 per cent of the pro-
ject cost should be raised from Indian
Financial Institutions (IFIs), Look-
ing at the need for capacity addition
in generation|distribuiion it would be
clear that the resources available
wilh the Indian Financial Institutions
need to be substaniially supplement-
ed by induction of foreign invest-
ment into the power sector.

Concern has been  shown akbbut
high capital cost of the private po-
wer plants and the consequent high
taviff, There is a statutorily estab-
lished mechanism of scrutiny of the
capital cost of power projects whether
in public or private sector. All
projectg involving a capital
expenditure over Rs. 25 crores re-
quire the concurrence of the Central
Flectricity Authority (CEA) under
Section 29(2) of the Electricity Sup-
ply Act 1948. Further, the Act pro-
videg that before the schemes are
submitted to CEA, the project com-
pany has to publish the estimates of
capital expenditure and the salient
features of the project in the official
gazette of State concerned and in local
newspapers  giving opportunity to
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licensees and other persons who may
be interested to make respresenta-
tions and raise objections if any to
the scheme or any part thereof with-
in a period of two months. In addi-
tion to these statutory requirements,
the State Elecetricity Board (SEB)
and the State Governmen: concerned
have to be satisfied that the costs are
reasonable and acceptable to them,

The two partg tariff notification ap-
plicable to generating companies layg
down normative parameters for neter-
mining tariff comparising fixed aud
va.iable costs. The Axed costs com-
prising, inier alia, a return of 16 per
cent on equity )ROE) ezn be recover-
c¢d i the plant operates at 685 per
cent PLF_ Therefore, the return
which in itself is quite reasoinableie
linked to a performance level, below
which there ig a pro-rata reduction
in the fixed chavrges. The variable
cost is primarily the cost vf fuel. The
power policy does not provide any
sp~rial concassions for imnort of fuel.
If the fuel has to be imported, it
will b2 governed by general import
regulations in force,

The private power policy has at-
tracted a good deal  of debate and
mediz attention, The Ministry of Po-
wer bag preparcd a booklet titled
“The legal and policy framework of
private power development: faCts and
clarificetions” which addresses all the
issues that have been raised in sov
nectiny with the policy including
those pertaining to foreign invest-
ment. This has alrcady been circulat-
ed to the Hon’ble Membars of  the
Parliament.

In the end, to make the discussions
well informed and meaningful, I am
layins on the Table of thn House, Sir,
with vour kind permission. a copy of
guidelines ang incentives for private
power development.

Incentives/Guidelines of the policy
Yo Encourage Greater Private In-
vestmente in Power Genreration and
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The following are the details of
the schema to encourage greater pri-
vate sector participation in the elec-
tricity generation, supply and distri-
bution:

* The Inlian Electricity Act, 1910
and the Electricity (Supply) Act,
1948 have been amended to bring
about a new legal administrative
and financial environment for
private enterprises in the Elec-
tricity Sector.

* Private Sector can set up ther-
ma] projects (coal/gas) and hydel

projects and wind/solay energy
project nf any size.

* Electricity Projects where the
total outlay does not exceed

Rs, 25 crores need not be sub-
mitted to the Central Electricity
Authority for concurrence.

* Private sector companieg Can set
un enterprises to oparate either
as licensees or as generating
companies.

* All private companies entering
1he Electricity Sector hereafter
will be allnwed a  debt-equity
ratin upto 4:1.

* A minimum of 20 per cent of the
total nutlay should he the equity

romponent
* Promwoter’s contribution should
be at least 11 per cent of the total

outlav, .

* Not more than 40 per vent of the
total nutlay can come from Indian
Pub'ic Financial Institutions.

* The ensure thap private entre-
nreneure bring in additionality of
resources to the sector, not less
than 60 per cent of the total out-
lay for the project must come
from =ources other than Public
Financial Institutions.
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* Upto hundred per cent (100 per
cent) foreign equity participation
can be permitted for projects set
up by foreign private investors.

* The condition of dividend balane-
ing by export earnings which is
normally being applied to cases
of foreign investment upto 51
per cent equity will not be appli-
cable to foreign imvestments if
the power sector.

* The rates for depreciation in
respect of assets have been libe-
ralised.

* With the approval of the Govern-
ment, import of equipment for
power projects will also be permit_
ted in cases where foreign supp-
lier(s) or agency (ies) extend
concessional credit.

* The customs Juty for import of
power equipment has been redu-
ced to 20 per cent and this rate
has also been extended to marchi-
nery required ffor modernisation
and renovation of power plants.

* A flve years tax holiday has been
allowed in respect of profits and
gains of new industria]l undertak-
ings set up anywhere in India
for either generation or genera-
tion and distribution of power.
The five vear tax holiday  will
begin ffrom the year of generation
of power.

* The excise duty on a large hum-
ber of capital goods and instru-

ments in the power sector has
becn reduced to a lower rate,

* The 16 per cent return on the
foreign equity included in  the

tariff can be provided in the res-
poetive foreign currency,

* Tixed costs can he recovered at
68.5 per cent PLF. Attractjve
incentives are prescribed for per-
formance beyond this PLF.

* Flexibility has been allowed  in
inchhding insurance in the pro-

ject cost.
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For generating companies the follow-
ing incentives qre' offered: —
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* Normative parameters under
which generating companies will
operate  have been notified

which inter aliq provide for 16
per cent rate of return on the
paid up and subscribed equity.

* Generating companies operating
coa] based, gas based and hydro
projects can sell power on the
basis of a suitably structured two
part tariff.

* Government of India may consi-
der extending a counter guarantee
for the payment obligations of
State Electricity Boards to the
private power companies on the
specific request of the concerned
State Government,

The sperific incentives for Licensees
are;

* Licences of longer duration of 30
vears in the fijrst instance and
subsequent renewals of 20 years
instead of 20 and 10 yearg res-
vectively as it was before,

Higher rate of veturn of 5 per
cent in place of the previoug 2
per cent above the RBI rafe.

*

Capitalisation of Interest During
Construction (IDC) at actual
cost (for expansion projects also)
as against 1 per cent over RBI
rate ag it was before,

*Special aovropriations to meet
deht relemption obligations.

SHRI 8. JAIPAL REDDY: Madam
Deputy Chairman today, I am rising
ty cal] the attention of the House to
a matter of paremount importance.
There are two vital aspects to  this
question.  One aspect relateg to ideo-
log+-, policy, vphi'esophy, paradigm,
world-view, Weltanschauung; what-
ever you call it. But I am not going
into that aspect because, my friend,
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Mr. Salve, is a man of, couvictions.
His convictions of course, are very
resilient,  Therefore, he would turn
round and say: ‘Mr. Reddy, you are
{iving in a Jurassic Park’. He could
also say that I am  still suffering
from the hangover of a doctrinaire
socialistic nostrum. Let me submit
that I am not dealing with the ideo-
logical question here.

I would like to engage myself in
the question of modality, While do-
ing that, let me plead guilty-at least,
partly—to the possible charge that
I am g socialist. Let me assume,
without conceding, that there is a
need and scope for foreign. private,
investment in the power sector. The
question is: How do we go about it?
There is one other question as to whe-
ther the Government is painting an
alarmist picture, a panicky situation
on the question of power shortage.
There is criticism that the Govern-
ment is exploiting this psychosis of
power shortage to ram the unwhole-
some policies down the throat of the
nation. I shall not go into that also.
Let me assume, without conceding
again, that ther= is need for foreign
private investment and that  there
is a lot of shortage.

Madam. this Government, after it
embarked upon this policy of libera-
flisation, has been guilty of what is
called “system failures.” We know
ahout the securities scam. We know
about the scam relating to the Jdisin-
vestment of PSU shares, We know
a&bout the scam rclating to allotment
~" preferential shares hy multina.
tionals to themselves at highly dis-
crunted prices  They arn no svstem
failures: they are o1l gigantic svstem
Framds.

Let met tell you, Madem. that this
. fis another stinking super-scam,
over which M. Salve has the dubi-
ous distinction of presiding He did
not refer to the notification which the
Government of Imndia issued on the
31st of March, 1992, T would like to

’
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know the basis on which this notifi-
cation wag issued. Who studied the
whole question? Who decided upon
this policy? What is the policy? As
he himself admitted it, the notifica-
tion hits upon the system of two-
part tariff. What is that? One ig 16
per cent rate of return subject to
the generating station operating at a
normative level of 68.5 per cent.
Second, the tariff structure is also to
be worked out on the basis of the
capital, and the financing costs.
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As though thig was not enough, in
the second notification issued recen-
tly, the Government of India permit-
ted incremental benefits or bonus
to ke conferred on a foreign company
if that company were to supply po-
wer above this normative level of
68.5 per rent.

Madam, there was a committee hea-
ded by Mr. K. P. Rao in 1987-88.
That Committee did not recommend
any of these things, Will the Govern-
ment be good enough to place the re-
port of the K. P. Rao ommittee on
the Table of the House?

Secondly, Madam, I understand
that Dr. Rein Hardt Chairman of the
Siemens (India) Ltd.—to pronounce
the world in German, “Ziemens (In-
d'a) Litd."—headed another commit-
tee. This ig for the first time in the
history of frec India that a foreigner
headed a committee of the Govern-
ment to study the question of forei-
gn investment. 1 would like to be
teld about it, If T am wring. I would
ot hesitate to correct myself.

1 would like to know whether this
rolicy was ever discussed in the
Cabinet and whether it was diseus-
sed jn the Cabinet Committee on
Feonomic Affairs. I have read some-
where that the Finance Mjnister Dr.
Manmohan  Singh who is the high
vriest of liberalisetinn and globalisa-
tion in the country himself expressed
serious reservations over this policy.
of a guaranteed rate of return.

May I tell you Madam, that this
policy of guaranteed rate of return
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rung counter to the free trade philo-
sophy which has been embraced by
this Government and which the mul-
tinationals have always been pleading
for. It is opposed to their philosophy.
You have guaranteed 16 per cent
rate of return. In the case of Enron,
the MSEB—let me state, the Maha.a-
shtra State Electricity PBoard—has
agreed, thanks to my friend, Mr,
Salve,*

SHRI N.K.P. SALVE: Madam, I
object to this... (Interruptions) ..,

SHRI 8. JAIPAL REDDY: I with-
draw... (Interruptions) ... 1 with-
draw.

“SHRI N.K.P. SALVE: Madam,

with so many years in Parliament, T
except him not to behave like a
school boy. What 'does he mean by
this?

SHRI N. E. BALARAM (Kerala):
He has withdrawn,

SHRI JAGESH DESAI (Maharash-

tra): He should n»nt utter this kind
of words.

SHRI N. E. BALARAM: Fe¢ has
withdrawn,

THE DEPUTY CHAIRMAN: Iy is

not going on record.

SHRI N.K.P. SALVE: Mr. Reddy,

you come to the subject ... (Inter.
ruptions) ...

SHRI GURUDAS DAS GUPTA
(West Bengal): The words ‘school

boy’ have also to be withdrawn be-
cause we are WJiscussing thig issue in
the House of Elders,

SHRI N. K. P. SALVE:
know

SHRI GURUDAS DAS GUPTA: Mr.
Salve is elder enough to understand
this.

SHRI N.K.P. SALVE: I do under-
stand. But there is one thing. He is
speaking on the power policy. But the

Yes, 1

*Expunged as ordered by the Chair,

‘
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large many wordg he is choosing are
utterly unwarranted, It is his prero-
gative to speak. Let him go ahead. I
will reply to that. But to say that...
(Interruptions) ...

SHRI 5. JAIPAL REDDY: No, I
have withdrawn Then, why are you
discussing it again? Mr, Salve, I
have no objection to your description
ol mine ag a ‘school boy’ because I
keep learning cveryday. I am proud
of being a ‘school hoy’. I worked
for a whole week to speak on  this
subizsct. No, I have no objection to
vour description... (Interruptions)...
If you don’t own up your status, let
me own up my status,

THE DEPUTY CHAIRMAN: Mr.
Roldy, it is better that when we are
discussing a very serious issue, lctus
confine ourselves to the subject mat-
ter, noy to individuals,

SHRI S. JAIPAL REDDY: Madam,
we are discussing a stinking scandal,
not merely g policy issue.

THE DEPUTY CHAIRMAN: What-
ever it is, please confine yourself to
the subject,

SHRI S. JAIPAL REDDY: The
MSFEB has guaranteed to taka 80 per
cent of the PLF from Enron. Accord-
ing lo Prof. Kirit Parikh who deli-
vered a speech at Davos, the Mecca
of our Government...(Interruptions)

SWRI VIREN J. SHAH (Maharash-
tva): Girish Shah.

sdanT S, JAIPAL REDDY:
He  said ithat the rate of
reiurn for Enron  would be 30 per
cent, I am not an expert and I shall
ot po into that, Where is this money
coming from? Sixty ver cent is to
be raised in India. Where is the for-
eign investment in it? Forty mer cent
is to come from public institutions.
Twenty per cent is to come from In-
_dian capital market. The promoter
per
cent. The remaining 20 per cent can
Ebe raised through loans abroad 1let
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me not confine myself to Enron, This
I think must be true of other projects
also and I have no particular fascina-
tion for Enron, In all such caseg pro-
jects have been excessively over-in-
voiced The experts estimate that the
over.invoicing is to the extent of 40

per cent. In other words over in-
voicing is being done to the same
level as the component of fore-

ign investment because there is a
built-in incentive for over-invoicing.
You lave agreed to a guaranteed rate
of r.tirn, That is the reason why the
proj i¢'s are being over-invoiced, In
Indi', if you build a new project to
com.: 1y by 1997-98, the per MW cost
wou d 'lle between Rs. 2.5 and Rs.
3 crores while the cost of installa-
tion o’ Enron project would be bet-
ween Rs. 2.5 and Rs. 3 crores while
the cost of installation of Enron pro-
ject would be between Rs. 3.5 and
Rs. ¢.5 crores, Madam what is tre
iotal n'uaber of MW that ths project,
to Dbe conferred on a foreign com-
Madam, what is the total number of
MW that this project, Enron will pro-
duce? It is 2,015 MW at a cost of
Rs. 9,053 crores. The cost per MW in
that case would be Rs. 4.1 croreg in
the first phase and Rs, 4.4 crores in
the second phase. Now, what will
the MSEB pay to Enron? According
to the caleulations made by experts
which have not been questioned by
the Government in its booklet, the
Maharashtra State Electricity Board
will pay $1.2 billion every year. They
have po pay most of it in Dollars. It
comeg to Rs, 4000 crores.

SHR] VIREN J. SHAH: For what
period uf time?

SHRI S. JAIPAL REDDY: Mr.
Viren Shah over a period of 25
years.

They will end up paying vne lakh
crores of rupees. It will be only
1,00,000 crores, if the foreign exchange
rate remains stable ang at the present
rate. It is also subject to =another
condition, that is when the prices of
imported fuel do not go up, Madam,
we are going to purchase power in
Dollars, We will be paying 7.47

[ 5 MAY, 1994 ]

a matter of urgent 322
Public Importance

cents for every unit for the first stage
of Enron, 7.06 cent for the second
stage of Enron. Enron project wilt
be run only by foreign fuel whether
it be diesel or natural liquified fue® »r
any other fuel.

Madam. I do not know why this
Government makes song and dance of
plant load factor. In the first book
which our Government hag brought
out, they referred to some poor cases,
Our plant load factor is only 35
per eent. in some bad cases. But
doesr the Minister understand the
difference between the installed capa-
city, the plant load factor, the peal
demand, off peak hour? In wvther
words, does he understand the differ-

ence belweepn the plant load factor
and availability factor?

SHRI N. K. P. SALVE; Do you
understand?

SHRI S. JAIPAL REDDY: I do.

As g school boy, I am prepared 1o
run a self-Government day and teach
the teacher.

SHRI N. K. P. SALVE: Teach
yourself.

THE DEPUTY CHAIRMAN; Well,
I become a teacher, if you all are
school boys. I don’t mind.

SHRI S. JATPAL REDDY: Well
you are qualified to be a teacher, if
nothing else.

Madam, it is known to an ordinary
person that the power demand is not
the same on a typical day throughout
the day. If you are to take 80 per
cent of power from a foreign genera-
tor and if you do not need it, whose
plants wil] be backed down? The
plants of the State Electricity Boards
will be backed down. That means
the burden will be borne by the State
Electricity Boards which are already
languishing.

Then, Madam, is 68.5 per cent PLF
o terribly high as to impress our
Government? May I tell you that the
PLF of our own Indian plants is much
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higher? Vijayawada-II built with the
BHEL equipment. run on coal, the
six months’ average ending August,
1993.. Vijayawada—II. Again I am
starting from a place in my own
State, The PLF percentage is 85.6;
Tuticorin—87 per cent PLF; Korba—
94.2 per ceng: Singrauli—8§.1 per
cent, With this record of our own, of
which we must be proud, you are
gloating over the 68.5 per cent PLF
that is being offered by multina-
tionals.

Madam, another factor to be noted
is that all these offers are Deing made
in States where the power supply posi-
tion is not so critical. (Time-bell
rings) .

Madam, it is very important.

THE DEPUTY CHAIRMAN: 1
know that it is very important, But
we have to abide by time.

SHR IS. JAIPAL REDDY: I will
try to finish.

Therefore, the State Electricity
Boards will suffer more, That means,
at the peak hour, you will have to
accommodate the generating plants of
multinational companies a; the cost of
the plants of the State Electricity
Boards.

SHRI N. K. P. SALVE: In
off-peak hour.

the

SHRI S. JAIPAL REDDY: I stand
corrected. It is off-peak hour. (In-
terrupiions). 1 have corrected my-
self. I am not a Brahaspati like Mr.
Salve, Madam, apart from all these
things T am asking one simple ques-
tion. Why did not the Government
go in for competitive bidding? This
roint was made by the Planning
Commiigsion in its note. The Con-
federatibn of Indian Industries, which
is a champion of liberalisation, glo-
balisation, foreign investment ete.
also obljected to the absence of com-
petitive bidding. And. the Minister
said, “Why  do you bother about
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the costs? After all, they are to be
vetlted by the Central Eleetricity
Authority.” We all know how muth
authority ig enjoyed by this institu-
ton. I am guoting from the note
circulated by the Planning Commis-
sion.
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“While the statutory notification
referred to above stipulates scrutiny
of the project cost by the CEA,
prior to the fixation of tariﬁ, in
actual practice, however, the rariff
is negotiated and finalised even
before the Central Electricity Au-
thority wwould have the opportu-
nity to appraise the cost.”

This ig not my opinion, This is the
opinion of the Planning Commission
nf India over which Mr. Pranab
Mukherjee is presiding even today,

“In effect”,
1 continue to quote,
“the private parties, especially
the forelgn parties, are not prepar-
ed to submit their capital cost and
the relevant financial packages to
any scrutiny of the Central Elec-

tricity Authority.”

Madam, when you go in for competi-
tive bidding. you do it for a number
of reasons. Firstly, for selecting
the right party; secondly, for pur-
chasing proper equipment. In this
matter, in all the cases—not only in
the case of Enron; it is only a typi-
cal example—they have been allow-
ed to purchase their own equipment
on their own terms.

THE DEPUTY CHAIRMAN: Please
conclude, Mr. Jaipa] Reddy. (Inter-
runtion). Please conclude. I know
vou can speak for the whole three
bours on this. But we have other
names nlso.

SHRT S. JAIPAL REDDY: Madam
we have 3 very competent Minister
whn can arswer all my questions,
{Tnterryptions) Please he generous,
Madam.

THE DEPUTY CHAIRMAN;
have a load factor.

We
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SHRI S. JAIPAL REDDY: Thg
third reason is, why should the com~
petitive bidding should be gone in
for is that the works can e award-
ed through tenders in which case
the BHEL can bag many contracts.
Now, Madam, the Government of
Indian is offering guarantces what
are known ag sovereign guarantecs.
What right has this Government
got to offer sovereign guarantees
without taking Parliament inte con-
fidence, without taking the nation in-
to confidence? Do you- have the right?
I am raising s Constitutional questjon.
Madam, the powerful Chairman of
Laron, Mis. Rebecca Mark, appears to
have visited India thirty times and,
1 must say, her visits have not been
unproductive. The cost of produc-
tion per unit at the moment in the
country is just Rs 1.20 paisa. The
Government said, “one rupee”. But
I em trying to say something in favour
of the government that is the cost
is one rupee twenty paisa. But the
cost of pioduction by the Enron
will be Rs 2.40 paisa. Secondly to
favour multiniationals, the rate of
depreciation, which remained at 3
per cent constantly for forty years,
has been raised to 7 wer cent in tue

instalments. Firstly, from 3 per
cent to 5.6 per cent and then to 7
par cent. Madam, take a look at
the current world scene, The com-
panies in the world are capable of
producing 120,000 MW  equipment.
I ¢z that these plants can maru-
fac(ure machinery (o produce potrer
of the order of 1,20,000 megg watls.
What iz the demand in the world?
There is no demand in the devaiped
world because it has reached a
safuraiion point. The world demand
todsy is only 20000 mega watts &nd
th- BHEL can produze 6,000 mega
watts to 7,000 mega watts poweT
(Interruptions) equipment. I siand
by my figures and I am prepared (o
discuss that also. The BHEL will
be starved to death. There is scope
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for private production in India, In
the power sector, the private com-
panies have been operating since in=-
dependence and in the Eighth Plan,
we have provided for 2,080 mega
watts, to be produced in the private
sector. We did not offer all these
things to them ag that time. Madam,
I will finish in just two minutes.
Why are the adverse effects?
Firstly, it will have a cascading
affect on power tariff because of
which the international competitive.
ness of our industries will be
alversely affected. The cost of
power  is getting  inordinately
intreased. The foreign exchange
cutgo will De unbearable and the
rosition of the State Electricity
Boardg will be further weakened. The
Bbarat Heavy FElectrical Limited of
which we are all proud, will be sub-
jected to slow death, through star.
vation. Because of the increase in
cost of power, the weaker sections of
the community will be affected. The
farmers of India will have to pay
through their nose. India’s food
self-sufficiency will be adversely aff
ected. Tt will have a deletrious im-
peet on the price situation, I
therefore, plead with Mr, Salve and
other friends not to stand on prestige
and keep 211 these project: in abey-
ance. The Planning  Commission
has suggested a methodology by
which foreien exchange can be allo-
wed to be invested. Please follow
th~t methodology. Be that as it may,
I will prove every point that T made,
Please agree to an enquiry by a
Committee n® this House. other-
wise Mr. S=lve wilt have the distinc-
tion of preciding over a tremendous
mniti-tiered scandal. Thank you.

THE DEPUTY CHAIRMAN: I
have nine names on the paper. 1
wil request the hon. Members to be
very preCise because the Minister has
to reply a; 3.30 P.M. Shri Gurudas
Das Gupta. Please comply with the
rules of the Calling Attention Mo-
tion and puy your questions instead
of making a speech.
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SHRI GURUDAS  DAS GUPTA
* (Wesy Bengal): -Madam . Chairper-
son, the policy of -the Powep . De-
partment, rather the innovative po-
Iicy of our greap -economist, Mr.
Salve, appears to be running in total
contrediction to the economic poliCy
being pursued by hig honoured col-
league, Dr. Manmohan Singh. We
. are given to understand that thisjs a
market. econbmy. How can there be
a pre-determined rate of return in a
market economy? If we are given
to understand that the market for-
ces will be allowed to operate, than
profit is the reward for the risk and
better management. In t}lat‘ case,
how cap there be a pre-determined
rate of return in a market economy?
On the one hand, you are speaking
of market economy and on the other
hand, you are embarking upon =a
power policy which doles out pre-
determined rate of return to the
foreign multinationals.

Madam, we are living in a period
bf multilateral trade agreement as is
sought to be made out by the pre-
sent Government. That is consider-
ed to be the reason for our signing
the multilateral trade arrangement or
auchenticating it, whatever it might
be. In g situation of multilateralism,
how is it that we are going in for
bilateral power agreement?

Thirdly, Madam, while holding
aloft the banner of market practice, as
our country and our Finance Minis-
ter do, how it is that we are going
against the normal marke; practice

of floating global tender and then
entering into a agreement?  There-

fore, in all the sense of the term,
this model power policy does not fit
in with the strategy which is being
structured by our economic system
laid out by vur Government.

SHRI JA(GGESH DESATI: You should
be happy sbout that. Are you not
happy? v

SHRT GURUDAS DAS GUPTA: It
is not a question of whether I am

.
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happy OTrgSOITY. The questlon is that
the Government’s policy is full of
contradictions, and paradoxes., This
is a &overnment of inConsistency;
this is a Government of - exigency;
{his is_ a Governmént devoid of any
philosophy. I hope Mr, Salve must

have already forgotten his associa-
tion with the socialist rdeooIgy I
must thank him for that, = But the
point is not that it is a 16 per cent
rate of return. It is much higher
than that éf you take into considera-
tion the rate of deprec:lauon There
is a calculation” by important people
who call themselves ag  specialists.

If the rate of depreciation is consi-

dered to be around 9 per cent to 11
per cent and the corporate tax ig con-
sidered to be 50 per cent, then the
rate ofgreturn—it is post-tax return;
it is not pre-tax return-the post-tax
return which will be guaranteed to
the foreign multinationals, it around

50 per cent.
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Madam, let us look at the conCes-
csiong that we are trying to give to
the foreign multinationals. It is
not only a return of 16 per cent but
a return in dollars repatriation of
profit in full servicing of the Iban
if it is defaulted and the foreign
companies will be protected against
the currency fluctuation. Therefore,
if you take all the protections into
considertion, Madam, so far as the
pre-determined rate of return is con-
cerned, the country is losing heavily
and so far as our economy is con-
cerned, the country is losing heavily.
Madam, I don’t quarrel because the
foreign investors have been ecalled
in. My point 1is, at the beginning,
there was no talk of pre-determined
rate of return. Ultimately, there was
a pressure and our Minister has suc-
cumbed to the mastermind black-
mailing manoeuvring by the power
lobhv of the international market.
Now, the talk that is going on ig for
n further rise in the pre-determined
rate of return. Initially, it was 12 per
cent. Then it was increased to 18
per cent. Now the talk is going on
thay 16 per cent rate of return should
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be increased te more than 20 per
cent. Therefore the pressure of
blackmailing and the pressure of for-
eign -multinationals ig still there.
Therefore, I think, the detision that
hag been taken by the Government is
a decision which has been taken un-
der duress. The Government has
taken this decision under duress. It
cannot be explained in termg of eco-
nomic fundamentals. What is the
-danger? Always there is a danger of
the foreign companies, inflating the
cost, There is no guarantee of pro-
per supervision. We have been spea-
king of plant load factor, of 16 per
cent rate of return on the basis of
68 per ecent of the plant load factor.
Bu; what is the normal international
standard? The nbrmal international
standard is 86 per cent. If the nor-
ma] international standard is 86 per
cent, how do you guarantee them.16
per cent rate of return on 68 eper
cent? Mind it, they will be reeeiv-
ing bonus to the extent they are
able to produce -or generate more
electricity,

THE DEPUTY CHAIRMAN: Three
minutes' are left.

SHR] GURUDAS DAS GUPTA:
Madam, let us look at China. How
could China mobilise 40 billion Bri-
tish pounds at 13 per cent rate of
return? How could China do it? If
China could mobilise foreign invest-
ment, a large foreign investment at
a much lower return, then why does
Indis go in for 16 per cent? What is
the return which the blue chip indus-
tries, operating in the international
market, guarantee to their investors?
Normally, the return that is guarante-
ed in the international market by
the blue-chip companies is armound
six to eight per cent. If that ig the
normal rate, then how is it thay we
have agreed to a much higher rate?
Of course, we need money, because
we need power. And we don’t have
enough money in the country, That
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is one aspect ‘wof the situation. Ma-
dam, there is another 'aspect alsd, A -
tremendous recession is going on in
the 1nternat10nal economy. There is
a Sserious reCession in power gene-
ragwn. 'There ig' a serious recession
in the production of equipment heed-
ed for power generation. There is an

" international ‘attempt to conserve en-

ergy. Therefore, while we are short
of funds, there is surplus fund in the
ihternational market. While - we

need money for power generation,

they also need money for investment,

outlets, There-.
fore, the compulsion is not only on:
our shoulders, there is also a com-
pulsion on the shoulders of the inter-

national power companies to find
fruitful investment. If we hag stuck
to a firm position, if we had nmranceu-

vred, if we had negotiated firmly, if
we had not given out a signal that
we are dependent on a handful of
multinationals, if we had gone in for -
negotiating with most of the leading
international power generating coun-
tries and also power generating com-
panies, then these blackmailing tac.
tics on the part of the international
companies would not have succeed-
ed. Therefore, Madam, the policy
which is being enunciated, the pro-
gramme that has been undertaken, is
economic, unethical against the eco-
nomic policy, and against the inte.
rests of the nation, and it only ser-
ves the purpose of doling out privi-
Jeges to some.of the companies. And
I do not know the reason for it. I
don’t say that the whole thing has
taken place in exchange for anything.
1 don’t imagine that. But there is a
gross irregularity in the whole thing;
however might be responsible, there
is a gross irregularity in the sense
that you have not taken into account
the surplus funds in the internation-
al market: you have failed to take
into account the recession in the in-
ternational market; you have failed
to take into account the fact that
they also need opportunities for a
fruitfu] investment, Therefore with-

out going in for a  real homework,
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[Shri Gurudas Das Gupta—Contd.]
this has been an absolutely adventur-
Ous action. And it we do jt, what
15 going to be ine fall-out? 'The
fall-out is golng to be an increase in
tiae cost of power per unii. If the
cost of power per unit increases,
there ig likely to be a further increase
in the cost of production and the in-
fiation which has aimost crossed the
double-digit figure now is going to
be further fuelled by the present po-
licy of the Government.

Lastly, Madam, I do not believe
that the country does not have
money. There is a huge surplus
money in the country. There is black
money and there is white money. If
the corporate sector in the year 1992
could mobilise Rs, 19,000 croces
through rights issues, what preveni-
ed the present Government from
issuing a lucrative offer to the inves-
tors? If the advantage thay was
sought to be given to the multina-
tionals had been given to the Indian
investors, to the Indian people, to
the Indian firms, things would have
been at least not worse as thay are
now,  Therefore, I believe that the
present policy should be recast and
thera should be a serious aitempt to
mop up the surplus from the Indian
market and there should be lucrative
conditions. I don't say, offer them
the same lucrative conditions that
you are extending to the foreign
power, but if the condition is better,
we will be able tv mebilise much
more money than what it is now,
Therefore, I plead with the Govera-
ment to change the policy, 0 make g
review and to find out who those peo-
ple are who are sitting in the citadels
of power, who have been responsible
for such 2 catastrophic agreement that
is sought to be made with a number
of foreign nationals asainst every
ounce of India’s national interest.
Thank you.

THE DEPUTY CHATRMAN: Shri
Chimanbhaj Mehta. Pleace abhide by
time. You have ro+ mor» than 10
minutes. ‘ ‘
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SHRI CHIMANBHAI MEHTA (Guj-
tat): Madam, firstly, I would put
certaun quesgrons, (a) Will the Minis-
ter of Power be pleased to state the
reasons for not issuing global tenders
for the construction of private power
houseg while the electricity generated
from these power houses is going to
be transmitted by ihe State Electri-
ciiy Boards? (b) On what basis and
couditions the muitinationa] power
house companies are ereCting power
houses in China and what is the price
per unit charged over there? (¢) Is
it a fact that on the basis of mini-
mum of 16 per cent guaranteed re-
turn on foreign equity, the entire cost
will be covered by (hem in just six
yzars while the plant life is six times
compared with the period of equity
reimbursement and also. if the above
16 per ceng return on equity will be
disposad of as profii without any en-
cumbrances? These are the four im-
portant questions that I put specifi-
cally. Therefore, kindly clarify on
these four questions.
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Now, T come to some of the points.
Today I have noticed in the House
that the entire House has no objection
to foreign investment in the power
sector. That was the objective ear-
lier also. Now, it has been realised
by every idevlogical and pragmatic
person that ... (Interruptions).,.

AN. HON. MEMBER: Are you also
satisfied?. .. (Interruptions) ...

SHRI CHIMAN BHAI MEHTA: I
am satisfied because we need foreign
investment, we need more capital
and we need more power. Thigis a
very good beginning. But how are
we going to realise and come down
from the ideological hypertension to
the ground reality? Now, it has
been pointed out that there is a de-
mand for almosy 50000 MW of po-
wer during the Plan period, 48,000
MW, precisely speaking. - That was
how the Planning Commission was
approached. Our requirement was
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43,000 MW, But the Planning Com-
mission approved 30,000 MW and we
had a capacity to raise finances only
for 20,000 MW. That means, the
Planning Commission was aproached
with a proposal of 48,000 MW  and
ultimately we realised that we could
raise money only for 20,000 MW.
That means, 60 per cent of the money
which is reqired could not be raised
from the Indian market. In such a
situation, I would say that it would
be cutting my nose just to say that
I would not be agreeing to any other
person’s view which is not idevlogi-
cally acceptable to me. So, I think
the Government has done g right
thing. At the beginning, I asked a
question; Why have you not issu-
ed global tenders? That was a
correct question. At the same time
it should be realised that there was
no option but to go in for privatisa-
tion. Now, to create an additional
capcity of 20,000—30,000 MW, the
amount required may be 1.5 lakh
crores. We could raise during the
last year only Rs. 19,000 crores from
the primary equity market and the
amount we require now is almost six
times or seven times this amount.
Therefore, there ig no alternative but
to go in for foreign equity. My ques-
tion comes here. Having realised
the necessity, have we rightly nego-
tiated with the foreign investors and
the Indian private investors? Pre-
sently, we are running power plants,
power houses, etc. There are private
power houses also. The Tatas are
there in Bombay. Their efficiency is
much better than that of others. So,
when we decided to guarantee the
16 per cent return, did the Govern-
ment study what rate of return they
were getting elsewhere, whether they
were getting 16 per cent or 13 per
cent, ete? -

SHRI N. XK. P. SALVE: Forty
per cent, ’ |

SHRI CHTMANBHAI MEHTA: The
rate of return they are getting is 40
per cent! The Tates in Bombay have
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got an electricity company which sup-
plies  clectricity. .. (Intrruptions) ...

SHRI S. JAIPAL REDDY: It does
not have any guaranteed return.

SHRI CHIMANBHAI MEHTA: Thag
is another thing. I want to'know the
realitiies. I am taking a very prag-
matic view. If we are giving lesg to
our private industrialists and are
offering more to the foreigners, then
it is wrong. If we are offering more
than what we are offering to our pri-
vate industrialists, then I feel ‘that
we have to spell out the reason
why we are doing so. If the Govern.
ment pays even a paise extra, it is
the job not only of the Opposition but
also of every vigilant citizen to put a
question ag to why it hag been Jdone
so by the Government. This is not a
question of casting aspersiong but an
attemnpt to know  the realities.

Therefore, I would like to
1,00 ».Mknow the existing position

today. Suppose you had in-

vited global temders, Would
you have obtaineq better terms? It
you can assume that you could have
vbtained better terms, it is not wrong
on your parg not to have invited glo-
bal tenders? You have said that ap-
plications for power projects have to
be made to the CEA and that be-
fore that the salient features have to
be published in newspapers so that
anybody can make representations
within two months. This is an impos-
sible task. Then you will say that
somebody has Come, that only one
party is there. Then, you will ne-
gotiate with it, )

Jaipa] Reddyji hag shockingI; re-
vealed the quotation of Shri Pranab
Mukherjee, saying that the cost isto
be negotiated, the tariff is to be nego-
tiated directly with the Government
and that the CEA ig just a signboard.
If this is the case, then, you wil] have
to clarify it because this a very
important question raised by him,.
(Time bell rings)
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I do not agree with the view, with
which it has been asked. But, from
a common citizen’s poing of view, I
would like to say that if Mr, Jaipal
Reddy is correct, certainly, you are
answerable for it. How can it happen
that you can directly negotiate when
the CEA is there¢? Therefore, kindly
explain the position,

Madam, you just rang the bell once,
Generally, people fake some more
time. But I sit down because I have
taken enough time.

Thank you.

THE DEPUTY CHAIRMAN: Thank
you vey much for being very co-ope-
rative. 7. Fifagrer fag L qrTAT
a% # Y T §F Gaw aﬁ“f a8
qreT Jacdw AT wwsr faer
1 Fg qarAt qifs ag %F‘z q%
4% 1978Y T W T FIHITITA
AT |F AT ITHT AT WA
N 9§ g 69T AT qr /T @5
wid | wgy FHar farmr oy

[The Vice-Chairman (Shrimati Kam-
la Sinha in the Chajr]

DR. NAUNIHAL SINGH (Uttar
Pradesh): Madam Vice-Chairperson,
I welcome you to the Chair, We are
happy to see you there.

Madam, the subject of power
generation ang distribution has been
very dear to me for a very long time
but I find that in India over a penod
of 47 years we have been able to

generate only 73,000 mw., fmm a11
the sources.

As far as the distribution is con~
cerned, that is also very faulty because
we find that about 70 to 80 per cent
of the population living in the vil-
lages is getting about 25 to 26 per
cent, and about 30 per cen; of the
population living in the citles, is get-
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ting about 70 per cent uf electricity
generated. So, there is maldistribu-
Jdon in power, This is nothing but
violation of the Directive Principles
of the Constitution of India which
says thag all the resources of the State
should be equitably distributed among
the people.

Madam, the policy package of the
Government of India and itg effort to
attracy the private sector investment
in the power sector have been the
focus of considerable attention in 1«
v2at months. Ab initie, I would like
to mention that my party, the BJP,
is not against foreign investment in
the power sector ag such, It ig for
creation of additional infrastructural
facilites. But, we cert2inly oppose
the Government in its move to invite
{ransnational companies, especially in
areag where India has indigenous
capabilities and where the cost of
power is likely to be so prohibitive
to our customers that they will not
be able to buy it, There is no capa-
city to pay for it. In that case, it
really becomeg a dangerous gamie, it
may be mentioned here that power
generation ig not a high-tech indus-
irv, but surely a capital-intensive one.
Hence, we may seek private invest-
ment, both Indian and foreign, But
the le-admg question is: At what
cost? As regards debt-equity, ratio,
I hold that with private risk cap1ta1
what must be taken into account is
that in India, debt tends to be cheaper
than equity . This aspect bughg to be
consideregd by the Government In
order to attract foreign investment
in power sector, a guaranteed return
of 16 per cent. with an assurance
about fixed exchange rate, combined
with the possibility of bonus related
to PLF, makes one wonder why the

; Government have taken a wholly in-
. judicious step, It is felt that a level-
Fplaymg field must be provided to the
' domestic industry as well. However,
under the new power policy, the elec..
(ricity generating sector has been
openad up to the private sector, both
Indians as wel] ag foreigners,

s Y G



337  Calling Attention to
The normative parameters under
which generating companies will
operate provide for one per cent post-
tax return on equity at PLF of 68.5
per cent, They will also be provided
a cover against foreign exchange fluc-
tuations. The Governmen; of India
will extend a counter-guarantee for
payment obligation of the SEBs to
the private sector companies on the
specific request, of course, by the
State Governments. Besides, an
escrow account mechanism to support
letters of credit will be opened in
favour of the new generating com-
panies for guaranteed payment bf
electricity charges, The SEBg will
now deposiy power charges in that
estrow account. The Government
has actually bent over backwards to
court foreign firms by offering rates
and also guarantees which it denies to
{he domestic industries. That ig very
surprising, It has also waived debt-
equity norms and raised depreciation
rates and other terms to a point
where the investment carries no risk
whatsoever, Madam, i; ig very inter-
esting to point out that such ventures
make no sense even in neo-classical
economics where profits are a return
on risk-taking by the enterpreneurs.
In case of g break.down, the guarantee
from the State Government and the
counter-guarantees from the Unijon,
Government wouwl be involved.

Madam, the Government have re-
ceived as many as 72 proposals to
create 30,000 MW involving an invest-
ment of over Rs, 80,000 crores in
private sector with foreign tle-ups.
The capital cost of foreign projects is
estimated between Rs. 3 crores to
Rs, 4.4 crores per MW. There is an
emphasis, This is very shocking that
a very high cost is involved. The
Eighth Plan Working Group on
Power established a norm of not
more than Rs, 1.6 crores to Rs. 2
croreg per MW for coal-based thermal
plants. For similar plants, our
Bharat Heavy Electricals i3 quoting
only Rs, 2 crores per MW, This imp-
lies that the average cost of genera-
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tion from foreign projects will be
double the presen; national average
cost of Rs. 1.24 per unit, It should
be noted, Madam, that the
ratc of return regulation leadg to
over-capiialisation of assets. How-
ever, if over-capitalisation is to be
avoided in the private sector, defini-
tcly we need to devise a certain
mechanism. Now, there ig a case in
point which has been mentioned by
the hon, speakers before me and
which is a very patent case, Besides
the other foreign companies which
will also follow mnearly the same
lines, I have to repeat perforce the
Enron Power Corporation.., which
is permitted to start a power plant in
Maharashtra, expecls an internal rate
of return of 30 per cent...
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THE VICE-CHAIRMAN (SHRI-
MATI KAMLA SINHA): If I may
remind you, you have only three
minuties’ time.

DR. NAUNIHAL SINGH: I am con-
cluding. Clearly, this is an extraor-
dinarily high return and particularly
so because the Government of India
guarantee a rate of return of 16 per
cent in dollar terms besides several
incentives such as liberal debt-equity
rotio of 4:1, capitalisation of interest
during consiruction period ete. Re-
portedly, the Enron project involves
a capital cost of Rs. 45,000 per KWH,
which is more than double the cost of
the 8th Plan estimates for power
generation based on coal-based plants,
This capital cost works out to Rs.
45,000 per KWH compared to 1less
than Rs. 10,000 per KWH for two re-
cently completed BHEL projects, that
is, Singrauli and Chandrapura,

The price to be paid by the Maha-
rashtra State Electricity Board to
Enron is designated in U.S. currency
in a bizarre form of globalisation, that
ig, 7.47 cents or in rupee terms, it
comes to Rs, 2.39 per unit. This is
gold-plated power although gas-based
electricity should be a fifth cheaper.
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If you calculate, after taking inte
account the transmission and distri-
bution losses and price esclation, that
industry will end up paying as much
as Rs. 4|~ per unit for Enron’s pow-
er. This is four times higher than the
average rate that the Indian consu-
mer pays and it comeg to 570 per
cent higher than the present genera-
tion cost of Maharashtra State Elec-
tricily Board,

The whole proposal is go outrage-
ous that even the Worid Bank has
refused to finance this project.

That is not all, Besides, Enron
will cause a foreign exchange outgo
which is between Rs. 2000 crores and
Rs. 9000 crores. Thereore, it will en-
force continuing dependence on an
expensive foreign, and that too, a
petroleum-based resource,

Another estimate made by three
former Chairman of the CEA and
other experts shows that Maharash-
tra State Electricity Board would
lose not less than Rs. 2000 crores on
Enron even if it doubled its tariff.

On the other four recently appro-
ved projects, the Government has
also faltered by showing that the
current tariff would be Rs. 4500 cro-
res. In this case, these are mind-
boggling figures by any standard.
They simply spell ruin for the power
sector and for Indian industry.
Mainly, as has been pointed out by
others, the case of BHEL ig really go-
ing to perish. BHEL hag been in the
field for a long, long time for the
manufacture of equipments for pow-
er generation and even the World
Bank hag spoken in very high terms
that the BHEL maintains internatio-
nal standards in the production of
equipments for power generation.
Therefore, there is a possibility
that there is some kind of = scandal
involved in such types of projects
and, maybe, some kind of slush funds
involved in thig kind of a project and
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in other projecis. Therefore, I feel—
and there is a similar feeling among
the Members of the House—that there
should be a Committee of the Mem-
Yers of this House which should in-
vestigate the matter throughly and
also investigate into other similar pro-
jects which are ™ being offered from
other countries. Otherwise, it would
result in a damage to the country fora
long time because we would be paying
in foreign exchange to these companies
for a period of not less than 25-30
years. Thereore, in order to awvwoid
that, it is better that we review the
cases of all these foreign offers, inso-
far as the setting up of power pro-
jects is concerned. I think we can
generate more power, more electricity,
using our own resources, if we set our
own house in order. Thank you.

THE VICE-CHAIRMAN (SHRI-
MATI KAMLA SINHA): Mr. Bala-
nandan please, Mr. Balanandan, your
time is only 10 minutes, Please try to
conclude within that time.
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SHRI E. BALANANDAN (Kerala):
Madam Vice-Chairman, the point at
discussion ig a seribus one because it
has a vital bearing on our develop-
ment.

Today, the hon. Minister of Power
was saying that the Government of
India was facing financial constraints
for taking up power projects and
that, therefore, they had to go to the
private sector, For that reason, they
wangt to invite foreign multinationals.

Before going ino the details’ of this,
I would just ask the hon. Minister,
through you Madam: What is the
policy framework on which we can

start? Madam, we have been using
our own resources for producing
73,000 MW. The projections which

we made in respect of the Eighth
Plan did nnt work. But how do you
go about it? There is resources avail-
able. Tt could be utilised. The pri-
mary source, the energy source-—coal
or oil—is also available. There is ex-
pertise avajlable within the country.
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could e made use of. Then, there
the guestion of finance.

Now, Madamn, to begin with, the
speakers who have preceded me have
pointed out tha¢ the internal produc-
tion cost is below one-third of what
is envisaged by this big project, which
iz being thrust upon us, namely, the
Enion Project. The point is, the in-
aigenous production of power is eco-
awmical than that of the new projects
proposed by the Government, involv-
‘ag collaboration with foreign multi-
Ndlonals,

T.o Goverament p:0poses to add
nzaly 4500 MW thiouga these foreign
fwided prolecis, willh an  invesument
of Rs, 21000 crores. Oug ou this,
nearly Iis. 9,000 to Rs. 12,000 croreg is
being wmobilised from within. Tae
total produciion ithat is expected to
come oug of this is 4,500 MW, Since
il is e 1saged that by 1997-98, about
90,000 MW would e added, it would
mean that jusy 5 per cent of the total
pioduction would be made available
through these projects which are be-
ing suggested. What would happcn
is thatg for this 5 per cent production,
the investment cost would go up to
Rs, 21,000 crores. Further, the loss
of the State Electricity Boards would
be Rs. 10,000 crores. Thig is whar
is going to happen.

Take, for example, the Enron Pro-
ject itself. What is ¢the cosi of power,
according to their calculation, accord-
ing o everybody else’s calculation?
Nobody has rebutted it. If the power
purchase agreemen; signed, as a bulk
purchaser, the State Electricity Boaid
way buy it and they have to distu-
bute it. The end cost would be Rs. 4
per unit. On the other hand, in
Maharashtra itself, the cost is Rs, 1.20.
Therefore, the cost would be three
times more. Ag has been pointed
out, if you are going in for external
collaboration with foreign multina-
tionals, why can’t you go in for glo-
bal tenders? We have our own com-

%
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pany—BHEL. It went in for nearly
90 global tenders and got 91 per cent
of the bids. Bug the question bere is
was anybody in the country givea a
chance for a tender? It was all pri-
vately done. Somebody told me now
that as per the con.ract we have to
ray (e power charges in dollay 2rms.
Whon we rave to pay in dollar tccmes,
1. would mean tthat the payments
would be fluctuating daily, weekly
and monthly. The total payment
would be varying ag per the fluctua-
tion of the Rupee value against the
Dollar. The Rupee wvalue would be
coming down and the Dollar value
will be going up, Something like that
will happen. Thereore, the point is
that our own resource mobilisation
capacity should have been taken into
account by the Government. Power
generation capacity by our machines
should have been utiliseq first. Then
they should consider whether coal de-
posits in the country can be used for
increasing power production. Why do
we have to import all these things?
In Bombay itself, till our bvwn gas
production units capacity is increased
we can go with our own coal. We
need not spend any money outside.
The present policy of the Governmenti
is that in the name of inviting foreign
capital the interests of the economy
have been forgotton and all the eco-
nomic advantages have been given to
the multi-nationals. The effect of it,
as explained by my friend, Mr. Red-
dy, is that the power cost is going
high, the production cost. of all the
industria]l materials wil] go high and
our own installed capacity of power
machine  production will go idle,
when these people will be allowed
to bring in their own machines. The
net result will be that our products’
capacity to compete in the internal
as well as in the external market
will go dow A ds-industrialisation
process will start. Over and above
tha. there will b2 more and more
need for subsidisation of electricity
for our agriculture. At present the

Central Government is subsidising
fertilisers. So, the confracts which

342
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are being entered into by the Gov-
ernment with the multi-nagional cor-
porations by-passing the Parliament
and not consulting even the Maha-
rashira Government in this case are
against the national interest. It is a
disaster for the Indian economy.

Now, I come to another question.
Why China is doing it, why West
Bengal is doing it? All these ques-
tions are being posed by somebody,
not by the Minister, He would not
talk like that, perhaps. As has been
pointed out by  Shri Gurudas Das
Gupta, the international rate of re-
turn is 13  to 14 per cent and by
competitive bids we may get it for 6
to 8 per cent. That is because the
total international market for power
machines is in the reverse gear, De-
cause they do not find any market
elsewhere. Therefore, they will have
to give us on our terms. But we are
going on their terms. If we go by
global market, it can be reduced even
4 8 per cent rate of return. There-
fore. I say the nationg money is being
wasted. I do not know why it is being
done. Why is secrecy being maintain.
ed? Transparency is not there in
this context, The West Bengal Gov-
ernment had to raise financial re-
sources for the power projects,
but when they approached some-~
body in the private sector they put
all the conditions to see that indigen-
ovus machines are utilised and also
that a proper yearly check is made.
So many other conditions  were
put. But in these caseg the
conditions wanted by the in-
ternational monopoly capi.
tal, have been agreed upon and our
interests are being compromised.
What did the Planning Commission
say? Forget about what Mr. Balanan-
dan has said, forget what Mr. J aipal
Reddy has said, forget what all the
Opposition Members have said. The
Planning Commission itself question-
ed the policy being pursued by Mr.
Salve; and they demanded the 100
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per cent guarantee given is with-
drawn. They want total change in the
policy of the private sector involve-
ment in the power sector. But you
never examined it. Now the Planning
Commission wants “a change in the
policy, As M. Reddy said, Mr. Salve
should agree to stop these projects
immediately and consider the sugges-
tiong given by the Planning Commis-
sion and discuss them in Parliament,
Therefore, I support Mr. Reddy.
Take g new lines. That is my requ-
est. Thank you.

THE VICE-CHAIRMAN (SHRI-
MATI KAMLA SINHA): Mr. Suresh
Pachouri. You have five minutes.

SHRI S. JAIPAL:.  REDDY:
Why don’t you adjourn for lunch? Let
him begin after lunch hour,

SHRI SURESH PACHOURI (Ma-
dhya Pradesh): Why, five minutes?
Our party should get more time.

i

THE VICE-CHAIRMAN (SHRI-
MATI KAMLA SINHA): Each of you
got 7 minutes time. The Minister
wants more time to reply. He
wants at least 45 minuteg time to

reply.

st gim @@y : wEIEr, 9T
92T FY 77 O TAdE FFET AR
fads &7 ¥ Y WRA FAAEH &
gt fag S ux WrorA wETET
ST |7 £t uarear, faduy gt fado
?fﬁsfqgfma’rtaﬁﬁé‘f‘asfr
FRT TAded ® frw o /&
oy gwy ¥ agg FS AW Wl
T g & wrew § @@ oA A
M 5 ag wmarEw § AT "o
g & ¥ voy wgw F 3B
IR FEar =M fF oTwmEd oY
grade T & @ AET ARIT AN
frt--fpdt ®q ¥, ToOe AT ANAR
T ¥ weg ¥} & fow =t wmavoo
st @ g af W owwm ¥R
@ 1947 ¥ ot Sfefed O, g
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1400 RATAE FT 41 SOfF 31-12-
93 ¥ agFT 73,373.37 HMAR
g Y 3 wawEwn, afs @ owaw
qw T aedfyar gNfRE  waow
3§ @ g @ Afd 9T ggaw
fo aumaa 7g gEX sA@faT FE9
LGOI SO 1E 0 A I C
§ Wl aga 9 §1 AT TR Jw AT
270 § wafs SEAT FT 546 A
qifFeq™ FT 358 §, SAAT FAN
F I HAT W TEEAT A
ST &1 wIfES F oFEC S
9T M AT dgd AT SE g
afs g0 9TaR EI &' g@ A
§ @ s g e cigE §, 9%
Wg gH qMH g, Wg gW 99
ciie® | T gesw @iew &, al
5-7 ad 9A® iew AT § WK
9-10 ¥ TF FHSH ACH
g aft g7 @i @ F gHaw-
Hew X =i & A g i
g qaty AG 9T AR IEH §T
uAst weds o), 78 swww 10 sfawA
gt afs fufewr smds A & ar ag
20 Sfama ofF o w@ g wrsA
I AT AT FW E AT ST Emra
TEE 9T 43000 FT, g IAAT T
g g g@r &1 o#ik 3w fAg
st ogard dai &Y mrEwmwar g
g, W uAdt fafweet ¥ e
fafyed @ fewme £ § 73 aman
79,600 FI5 = femiz & )
;‘r SE fSaar gH  ATawEar Bl

grawisRet (shady srar  fagr):
faczy s, ©s ¥Fvw &3 aw
W@ & ¥ g ar mAfy § f
FAHT FAUAT T GIq FA T

T uwe WA I ;. TTE!
gau FW qrfsm, Avw

THE VICE-CHAIRMAN (SHRI-
MATI KAMLA SINHA); Okay. Let
him finish, Then we will adjourn
for lunch, -

|
|
|
|
!
|
I
l
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SHRI S. S. AHLUWALIA: Mad-
am, let him continue after lunch-
hour. ..

THE VICE-CHAIRMAN  (SHRI-
MATI KAMLA SINHA): All right.
We now adjourn for lunch till 2.30
p.m. And Mr. Pachouri will be on
his legs When the House reassembles,

The House then adjourned

for lunch at thirty-one minu.
tes past one of the clock.

The House rezssembled after luach at
thirty-three minutes past two of the

clock, »

The Vjce Chairman »Shri Md. Sa-
I'm in the Chair,

THE VICE.CHAIRMAN (SHRI MD.
SALIM): Shri Sureh Pachouri to
continue. Mr. Pachouri you have only
(wo minutes left. You have to con~
clude with two minutes.

g gerdy: g, § W
$z w1 ar fF &1 saﬁ*tramﬁq
FrsAT g vAd S QRS W A
9 wigga gefr AT dfFw wES
&t 2, a@g 20 whgw gaml S
orifgr g4 # AET T G
vy ug fasfea & 8 gt
THANT AywAr d 48,000 HWAR
A weg gy, wifs farer ¥
£ zafwg =g wa fear @0 £y
30,538 WarAE AT SECT BN
7T W AT A g4 g, 99D
fema & 1992-93 H S T{ﬁfﬁ
¥ was g, 9g 8.3 Sfawm '
zdl  TFC 1993-94 F W WEW
£i, g Tt ¥ 8.3 TRYAT G ARy
f¥FT M 18, 4 SRHT g 1 SAfAY
wedt & 5 W ueywe fotew
Ay uAafswer @1 g B9
a1 HT wrg @ oag A e Twd
¥ fr off Frgwr ¥ gw AW AT
Frr feafy B se graw qEnd
Y FT TAR g7 WA §W
T ogT M &A@ 199697 ¥

Ay Ay

2
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StowrEst gar, A 9 gfEaa s
BT AT 9IF wWaw 20 Ffawq #T
BN g W oAl #7 oegtA ¥
Wy g g ag fami wwr
9N & ¥ W wiEew g, I
wATfe FIAT AAGE A 8, T
g SiC® AT g ST WX SAET
AW o A w1 R qmm, o
gaftag FE aga wmar wEd
g o % fag Qur #v e
Al ® fmam wF fFogw AW
®IA FEIHT A Argie 42X H@l
®T UET G W OIAET wl | gad
gAY W &1 F Ry gema Al
g afes gwX ¥} & Irew Sy
sfaeT § AT €, s gFU I
g arem g s v fadm =7 &
qGT SATAT GFATBE UM ATT  WHAT
F fag @k gw@a wg @ W
qEr &, S g ®WiT fagra g
IqF Y gA<gs Aqifaa g, 999
WY gr e w1 oate frw o gre,
gara frme @) ArmAT, v oam
g FAME fir ©F WO ¥ g9
% 'IY AW gfAe STAT T gl
SIQIT 1WA g g% qfeiadr g
st fafaedy &1 2, Qv g% ;T Qe
fe oy ew & Sad gw AT oweg
FASH B ORI FEA, T W-
B¢ qw waiqar g fRTE g
gqrédE &, €9Afrm &, wealaars
grar gw ooy § f5 g fggear
st o 3w § ag v OFH 2.8 #
g T 3,05 § wals W Sy AW
, Za% WA § fw apA vt
e R -t ST 15 SR I DR E R
& 2 f5 guw &fw aqm, alew
miesy ag famr wear gdwr faaay
gard fewiz &, sad (57w § #1w
qears wT OTENr WT AR Al g
qEt q FA @7 & T 9O &
q¥d, @7 ®@ N e o
frasr 5z @ INL AEA AW TA
qAT W ATET BT N EFF ¥ qF FH
At #r T #AA4T u$ =W gulag

A% Yy

af
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AAEE § A qgq AT wW A
g qmm WMT gy fau & @ty o
giaT ¥ da9g ¥ ote fafreed at
FHq gL A, SaA Wt xg qx fEar
war 9 5 @ @s wE W W
AT WY gC gH Wisdz dsz w7
afat dFex ¥ Newrgw ¥ s,
SEIEEC IR e i B
faga &1 T¥iv & ¥ et g,
I W AN AR 9T qRA | afET
oF wWift seww Ay owr oWy ¥ ofx
37 ur§dT 9®E & Wi ¥ ez
afFefady 1€ #1 Fwr feafx @,
€z sAfFcfady Y3 wr g @A
g, SAAT Far gfaT g ! §
araar § 5 geer wmw fskgsyy
HT EWIT, TAFT T WEFaA  F7
gar @t §F afl wraa fRosed
F1§ fodt Y Fw B wdrr feafa
FT GTHAT gHIR o0 frg@t 1 wv
HA FAIT FT FeGT 923 w5 o
gAAld HAT Y, S WIAr IAT
Foay wor faae g fF osw Haw
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¥ g TTEIFLA FE | I mEH
W & Ggar faar F f5 o5 @
gfat & &Y WMIT F IART W

51

fysat a7 wems & Smd s
qride 7T F g ATEHRT IS
T ¥ dar3e FW 9T gEg o W
oaar § o osad 3w Aff v W
gara A0 93w, HiE  fefesyaw
FT oA & g qg Fe zdfqefadr
G *T BT WT TE TA AT &
fag srew it 5 ag wwsn sy
F Arfama fmel W 9T T
g § wF AiEE dFT R @
AT FATITT FIA AL IAE GA AL
fife fratfra &Y o, @or & wIwTe
¥ fawre w7 ¥ fag mwqQw Far
Z1 g favaw & f5 9fax & ddg
§ oot s A oAME wE g =g
fafeag ®7 & wvA ST FERT AR
g & fAe STmgms g

[

SHRI RAJENDRA PRASAD MO-
DY (Rajesthan): Mr. Vice-Chair.
man, Sir, consiering the present pow-
er scenario, onz must realise that
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power as such ig in a total chaos in
our country. The industry is not get-
ting enough power. The agricultu-
ral sector is complaining that is it nog
getting enough power. The wmverage
citizen is suffering because he is not
getting power. I think the most un-
civilised thing which can take place
in any country is to think that there
can be a power-cut. I have had occa-
sions to travel a lot to the western
world. I have never come across a
single instance where there had been
a power-cut either in Europe or in
America. Recently, I had been to
Japan. You may be surprised to hear
that I found at my door-step a note
from the hotel saying, *“Tonight at
2 o’clock there will be 3 three-minute
power-cut”. The hotel management
regretted the inconveience caused to
me. Against this scenario, in our
country our industries go without po-
wer through a whole shift. At the
time of agricultural operation we
don‘t get power for our industries for
15 days continuously. Now, we must
alsv study the current situation. Af-
ter liberalising the Indian economy,
asking the Indian industry to %e glo-
bally competitive, internationally
competitive and what not, is asking
for too much. Our plant sizes are
relatively small when compared to
those in the West. Those large plantg
run to full capacity. They never have
a thing called power cuts. Our pigmy-
sized plants don’t run for the whole
shifts. What will happen to our unit
cost of production? If thig policy is
pursued, either the Indian industry
will be wiped off, or power will have
to b2 given to the Indian industry on
an cmergency scale. If there is any
question that needg to be put before
the Government today, then, the first
and most important question to be
put is that. In post-independent Tndia,
they have been in power for almost
47 vears barring minor setbacks of
small periods when wother Govern-
ments came in. During these 47 years

how could any resvonsibls Govern-
ment allow the power situation to
come to a stage when it is in a com-
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S‘piete mess? We now appreciate that
Ethe Government has suddenly realised
that the situation is out of controland
that it must now jmmediately utilise
ai] possible meang to generate power.
A question that has been raised is
Ywhether the 16 per cent return
Eshould have been pre-determined giv-
i"‘lcn the current economic liberalism
. or whether the entrepreneur should
i have been left to himself. The inves-
4 tor should got his return; he should
‘jbe allowed to swim or sink. depend-
iing on his situation. 1 think that
would have meant total chaos because
in today's power situation, if that was
aliov-ed, if th= Government had not
fixed a rate of return then you counld
charge any price and today you could
be minting moncy virtually. And for
an essential infrastructure. the Gov-
ernment could never have done this.
A question then emeres whether 16
per cent return ig high. Ching fixed
it just at 14 per cent. It ijs now go-
ing o raise it to 16 per cent. China
(inds that there is no investment., We
aro not getting adequate investment.
I have grave doubts whether the In-
dian investors would come forward
t~ subscribe to any power company
when it comes into the market be-
cause the rate of return while com-
petirg with other Indian industries
i= not adequate. Then a question em-
crgeg about the role of the foreign
investors in the Indian economy. En-
von, g a classic example. At the
first instance a auestion arises whe-
ther somehody will be able to  pay
the price of Rs. 4!- per upit in three
or four years from today. I think the
price will go up even higher than
this. Manv people are saying that the
en~t of cctting up a plant is touching
Re. 4 crores to Rs. 5 crores per MW.
T think it has alreadv fouched that
prics and pnrosibly by the time a
plant womes up, the prices will go up
further. To dream of Rs. 3 crores,
ot per MW is out of question even
at todav's cost. Can we possibly
think n* anv nther scenario? In the
Furon’s cac2 the only thing that im-
mediately comee to mind is that in
the firet stage they are

v
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going to  produce 625 MW.
They are going to spend Rs. 600
crores of foreign exchange for impor-
ting the middle distillate which is
the fuel required in the first stage.
In' the second stage the ifuel requir-
ed is the liquefied natural gas, When
we import the full gas requirement,
the bill will go up substantially,
Should we spend money at all on
this? - One sector says we are net
importers of fuel; so what difference
does it make if we are to import fuel
for running Enron? It effectively
means that we are going to import
that much less fuel through the oil
companies. Another sector asks
why' we should not go for thermal.
We have heen transporting coal from
one part of the country to another
and if we have used coal for other
generating stations, then why not for
Enron?  Maharashtra say that is
highly polluting. That is not accept-
able: It is not highly polluting for the
simple reason that Maharashtra can-
not claim to have any cleaner air
thah what the rest of the country has.
The rest of the country iz flooded
with thermal power planis based on
coal.  We have recently commission-
ed a 2000 MW single station, like the
Sanjay Gandhi Therma] Power Sta-
tion and a host of others, The ques-
tion that emerges is: Is it necessary
at all for importing fuel which would
result in the outgo of more than one
billion dollars in a few years’ time
from now, just to generate power?
That is the only relative question
that emerges in the case of Enron
apart from.the fact that that price is
substantially high. '

/

T'hahk you,

SHRI JOHN F. FERNANDES
(Goa): Sir, in the liberalised Indus-
trial Policy of 1991, the Government
made it very clear and the Prime
Minister, precisely. smnounced from
the rammarts of the Red Fort on 15th
August. 1991, that in ouyr country, we
N
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would have to give more and more
thrust for the development of smaller
industries, that the major industries,
which would create the infrastructure,
should be given a go-by and that we
should see to it that we collaborated
with the foreign firms, Sir, nowadays,
we see that it has become a flashion
that whenever any policy is liberali-
sed by the Government or when-
ever we take any loan or assistance
from a foreign country, it is charged,
especially, by the Opposition Benches
that we are compromising our sover-
eignty. This hag become a very
common slogan with our friends in
the Opposition that by anything that
we do, the moment we open up our
doors Inr the international economic
activities, we are going to sell or we
are going to barter away our sovereig-
nty. We have seen from the state-
ment of the hon. Minister that they
have a deficit of 48.000 MW of power
... (Interruptions)

SHRI S. JAIPAL REDDY: Mr.
Fernandes, will you please wield foro
minute? I \Jid not raise the question
regarding  sovereignty. Sovereign
guarantee is a technical expression.
When guarantees are given by the
Federal Government, they are known
o govereign guarantees.

SIIRI JOHN, F. FERNANDES: Mr.
Vice-Chairman, Sir, I did not refer
to Mr. Jaipal Reddy or anybody
else ffor that matter. I said that this
wag s common practice in the House.
So. 1 did not name Mr. Jaipal Reddy,
But T am happy that he has clarified
his point,

Sir, T was mentioning that we had
a deficit of 48.000 MW of power in
thjs country, And in a poor, develop-
ing country like ours, electricity is
taken ag a luxury. In our zountry, be-
cause of the climatic conditions,
having an air-conditioner or a heater
is a necessity and not 5 luxury. And
it ic a common plight in villages
that they cannot burn a tube light
cven because there is shortage  of
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power; there is a drop in the electri-
city. I fee] that we have to rise to
the occasion and see to it that this
basic infrastructure i made available
throughout the country at leasy by
way of foreign help. There is nothing
wrong in getting foreign help. We
are a member of the international
community; we are also a partner in
the GATT agreement_ But we have to
take precautions to sece to it that the
discarded technology of the foreign

countries iz not dumped inty owr
country, We have to take care and
sce to it that the nuclear plants  are
not transportel to our country, We

have many instances where there is
foreign collaboration, We have a case
in my State, Goa. wherc we have
Nylon 6.6 of Tapar imported from
Dupon of the U.S.A. I hope the hon.
Minister will give a specific replyto
this point. We know the case of
Chernobi] in the former U.S.S.R.
Instead of going to the multinationals,
it will be appropriate for our coun-
try to develop the cottage industry.
technology. I we go to Holland we
can see that power s generated Dy
every villager in the villages from
windg and waterwavs. and this power
is absorbed bv the Govelnment in
the main gril. And this hag become
a sort of cottage industry in those
countrics. So, T hop~ that our Govern-
ment also will give a thrust to this
aspect because this is very much on-
vironment-friendly  and this  witl
avoid any pollution of or damage to
eccology  Will these few submissions.

Sir. I hope that the Minister will
clarify mv pointc As far as the im-
por{ of nucleer plants fram foreign
countries ig concerned, T don’t think
that we have tn he apnrehensive that
the muiting*ionals will control our
economyv hacaige Government
has slready mentioned thai they con-
not participate with mora than 40 per
ceny of equity shares. With these few
submissions, 1 conclude, Sir,

Thank you,

hea

SHRT &. VIDUTHALAT VIRUMBT
(Tamil Naduw): Mr  Vice-Chairman,
8ir, thank you for giving me an opp-
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ortunity 10 speak on the subject rela:
ting to foreign investment in the
power sector, Since the time at my
disposal is not adeguate for me fo
speak at length, 1 will deal with the
specific points only, Sir, the statemens
vof the hon. Minister says:

354

“Concern has been shown about

high capital cost of the private
rower plants and the consequent
high tariff. There is a gtatutorily

cstablished mechaniam for scrutiny
~f the capital cost of power projects;
whether in public or private sector,
A'] power projects involving a capi-
tal expenditure over R<. 28 crores
require the concurrence of the Cen-
tral Electricity = Authority under
section 29(2) of the Blectricity Sup-
ply Act, 1948

The hon. Minister, Shri P. V.
Rangayya Naidu, while addressing a
conference organised by the Chamber
of Commerce and Indusiry, said and
I quote:

“ ..The incentives include exem-
ption from the techno-economie
clearances for projects requiring up
to Rs. 100 crore worth of invest-
ment. Also, projects with a gene-
rating capacity up to 15 MW are
likely to be treated as non-conven-

ventional cnergy sources, making
them eligible for subsidy.”
In the statement made in the

House, he says that if the vapital ex-
penditure exceeds RA. 25 craves, the
Contra] Electricity Authority's seri-
tmy js necessary and in his addreds
lo the conference organised by the
Chamber of Commerce, he says that
ro serutiny is necessary or economie
viahiity or the techniez] feasibility.
Te statement of the hon. Minister
and hig speech in the eonference clash
with each uther, T want a clatification
on thig point,

Not only this, I want to raise anot-
her point slso, The Central Wiectri-
city Authority’s scrutiny is necessaty
if the capitsl expenditure exceeds
Rs. 25 crores, But I wil] te1]  you
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.what exactly ig happening in practice.

While the statutory notification stipu-
lates scrutiny of the project cost by
the Central Electricity Authority
prior to the fixation of the tariff, in
practice, tariff is negotiated and fin-
alised even before CEA gets an opp-
ortunity to appraise the project cost.
An article to this effect has appeared
in the Business Line only two or
three days ago. I want a clarifica-
tion from the Minister whether this
article ig correct or the statement
made by him is correct,

In 1992-93, the growth rate of power
generation had come down from 8.5
per cent to 4.9 pe rcent compared to
the previous year The reason was
that the Plan outlay was reduced from
Rs. 5,427 crores to Rs. 2.177 croves.
The Finance Ministry  had autho.
rised to raise bonds to the tune
of Rs. 1,747 crores. But they raised
bonds only for Rs. 50 crores. The rea-

son  attributed by them for
this was that they were un.
able to raise money through the

bonds from the market It is g totally
false statement., Everybody knows
that once bonds are actually wanted
te be issued by the Government,
they are bought by the public finan-
cial institutions and not by the pri-
vate people on the street. Therefore.
it the Government wanted to raise
money through bonds, they would
bave raised it. What I feel is that the
Government had orally instructed the
public financial institutions not to
buy the bonds issued by the Power
Finance Corporation. I feel there is an
underhand dealing. This is my second
charge.

For example I will tell you how
the private people are raising money
from the public, from the people and
from those who save working very
hard. During the secomd week of Jan-
vary 1991, the foundation.stone was
Jaid. a+ Neyveli in Tamil Nadu to
xet up a power generating thermal
atation called ‘Zero unit’ at a cost of
Rs. 397 crores, by Shri R. C. Jain,
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‘ae then Secretary, Departmeny of
Coal, When the foundation-stone was
laid, Shri R. C. Jain, Secretary, De-
partment of Coal said—it appeared in
T?» Hindu on 14th January, 1991 and
[ quote:
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“The proposal for setting up the
‘zero unit’ wag sent to the Centre in
Febrnary, 1987, This unit was not
originally included in the design for
the sccond thermal power station.
But, considering the infrastructure
available and the massive reserves
of lignite, an additional unit was
nlanned and termed ‘zero unit'. The
original plan wag to erect only
thee units cach of 210 MW rcapacity
The ‘zers unit’ get-up will now be
set up ot a cost of Rs. 397 crores.”

Shri Jain further said and 1 quote:

“The World Bank and the Gov-
cernment of Germanyv had promised
all pos:ible financial assistance for
the NLC projects.”

The German Government and  the
World Bank had agreed that they
weoeuld give aid. In spite of this, it
has now been sold to the private see-
t-r. Tt happened in January, 1991
n  December, 1991, the project was
£5'd i the private sector and the cnst
nentioned by the private sector pa“ty
wirs Rs. 750 crores, The cost men-
fion~d by the Neyveli Lignite Corpo-
ratinn was Rs. 397 crores. The same
project was now estime=ted at Rs. 750
crores by one ST Power Systemg Inc.,
TTSA. Sir. T would like 1o tell you
that the solvency of this compaly.
ST Power System. itself is in
auestion.  There is no merit in the
United Statee for thaot particular com-
ponc. And with that particular com-
none- e have made arrangements for
an investmen: nf Ns. 750 crores. That
maans  instead of Rs. 1.9 croreg rer
MW, the ceet will be Ps. 3.6 crores per
VY That means, a "ot of bungling
hee actually taken place in thig parti-
culsr agreement. What T feel ig that
eifhar the calculation should have
heen wrong or som~ corruption had
taken place at the State Government

AP



337 Calling Attention to

level  Sir, apari from the ST Power
System, there is another one, the
G.M. Swamy Associates, That isa
Rs. 8@8-crore project for 250 MW,
using lignite, Then, Sir, there is the
Jayamkondam Lignite Power Corpor-
ation Limited (TIDCO, Mcnally Bha-
rat Ltd., and Siemens) Tha; means,
they all together are going to  set
up a project. And that power pro-
ject costs Rs. 4,500 crores. That has
been left with the private people.
What I wou'd like to make clear here
is that these people do not have any
frneilities with them, What are they
going to do? They are going to take
all the infrastructure facilities avail-
able with the Neyveli Lignite Corpo-
ration. The Neyveli Lignite Corpo
ration is not a loss-making company.
It is a profit-making company Itis
a continuously profit-making com-
pany., The private people are going
to avail of the opportunities available
with the Neyvelj Lignite Corporation.
That means, suppoge it is let  with
the Government, the profits come to
the people, Instead of that, you have
decided to leave it to some private
people. It means that crores aml
crores of ripees are going to be looted
by the private people because of the
wrong policies pursued by this Gov-
ernment. In this regard. I would
like to guote how they are going to
avai]l of the opportunities a¢ the Ney-
veli Lignite Corporation. This is
from the Fighth Five Year Plan do-
rument:

“The Neyveli Lignite Corporation
has perserved for a long time to sta-
bilise with the only mine—mine I
with a capacity of 6.5 million ton-
nes. Mine IT. wilh a capacity of 4.5
million 1onnes was commissioned in
the Seventh Plan. The programme
of expansion of capacity of Mine II
to 10.5 million tonnes was taken up
during the Seventh Plan and  is
expected to be completed in 1891-92.
The capacity of the Nelyveli lignite
mines will thus go up to 17 million
tonnes In addition, Government
has sanctioned a Float Machine
(1400 litre Bucket Whee] Excavat-
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or) for use in Mine I and Mine II
to relieve the high capacity machi-
nes for major overhaul*and to en-
able the overburden system to work
at maximum capecity in g sustained
manner, The adititional lignite thus
available will be utflised for power

generation in a new 210 MW  umit
(zero unit) ™

Sir, the Government has done all
these things so that they can create
some zero unit thermal power station.
Affter having ‘done all this, the Gov-
ernment wants to favour the private
people. It clearly shows that want
only you are going to support this.
Actually. Rs. 897 crores were provid-
ed in the Budget for this, Rs. 827
crores were allotted in the 1990-91
Budget. When the amount has been
prvided in the Budget, why Jdo you
want to give it to the private people?
This clearly shows one thing. Ang }
want to say in this augast Mouse that
the foundation stone was laid twice
for the same project which ig unheard
of. In 1891, one-foundationstone was
laid by the Secretary Coal Depart-
ment, It was taken away, it was
thrown away. The the privasdipeople
came and they laid another - folinds-
tion-stone, Thig is unheard of-in the
history of any industrial unit throu-
ghout India Such a thing has happ-
ened. That means, corruption %takes
place in this. Therefore, if you go
on like this, one day our Parliament
building will also be wold away te
the multinationals. Before such g type
of thing occursg in this country, we
must open our- eyes. -We rhust find
out where we are going: If-it iz mlle-
wed to go on like this. the entire pro-
perty will he lootedl. Sir. once we
sent out the British veople because
they were -looting our country. Now
we are going abroad, from ceuntry to
country, inviting people again to
come to India to invest They say that

" it is for infrastructure It is not So,

What the Government says it  that
thev are approaching the fuftinati-
nnals, they are am‘oanh?ng’ﬂle prl-
vate people because of paucity

--‘u
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funds. ‘We do not have such funds
and Dbecause of paucity of
.00 PM, .undgs we are approaching
them ™ This is whaty they
say, But I want to remind the
Government that the black money av-
ailable with our industrialists as well
8s the deposit amount of NRIs put
together would come to Rs. 5 lakhs
and 20 thousand crores. I want a
categorical answer from the Govern-
ment as to the action proposed to be
taken to tap the black money. If
you had tried to tap the black money
available within  the coun{ry and if
you had tried to fap the NRI depo-
sits properly, you would not have the
need to go to multinationals. That
is why it showg that the policy pur-
sued by the Government is against
the wil] of the people.

They say tha; the public sector
units are running in losses and that
is why they are doing it. Ag Mr.
Jaipa]l Reddy said, it is not only the
guaranteed return of 16 per cent. It
comes to much more. There is a
0.7 per cent incentive which he has
already mentioned. It ig not the
normal rate of 16 per cent. If you
take the international rate, i; will
be much more. Apart from this,
theres is one more concession being
given, and I quote: “After 100 per
cent foreign equity participation is
permitted for projects set up by the
foreign private industrialists in the
Indian electricity sector, the condi-
tion of dividend balancing by export
earning applicable to foreign invest-
ment up to 51 per cent equity is not
applicable to such foreign investments
in the power sector.’” This is another
concession. Not only 16 per cent
guaranteed return, not only 0.7 per
cent incentive for them_ even in the
export obligations, they need not
make any exports. That i« the con-
cession being given to them.

It you go through these various

. ifems, you will find that concessions
one after another have been allowed

by the Government only to see that
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private people come into the power
sector. Take, for example, the hyiel
sector. We can generate 84,000 MW o¢
power. During the last four decades,
we were able to generate only 19,00
MW of hydel power at the rate of 60
per cent of the power load factor, New
for 3400 MW, we are doing something
to generate. If we put both together,
it comes to 23,400 MW tha; we can
generate from the hydel projects.
What I feel is, even in the hydel szc-
tor, 60,000 MW we can generate fur-
ther. If you leave these things to
private sector, just imagine, how
much amount they are going to e:vn
out of it! Usually Rs. 1.6 to Rs. 1.9
crores per MW are allowed. Bu: I
feel if it is left to the private sector,
the cost of one MW  of power to de
generated would come to Rs. 4 to 5.5
crores. And the people may have to
pay three times more than what tlrey
pay now. They say that the pullic
sector units are running in losses 1
request the hon. Minister to go
through these facts.

When Rajivji was the Finance Mi-
nister, in the course of his reply to
the Budget debate, he said: ‘As far
as public sector is concernd, we
should not c<ee it with a profiy znd
loss mative.  The role of the public
sector is totally different The pub-
lic sector units are having some so-
cial obligatinns. But private sector
would not go by those rocial oblifa-
tions.” Fhoyr example, you fake civil
aviation. Private Sector will readily
gn to Delhi-Madreg o- Delhi-Bomkav
ot Delhi-Bangalore or Delhi-Calcutta
sactor bug if you ask them to go the
North-East, they will not go. There-
fare, sorin] ohlisatinn ig also attached
to the public sector units. That
being ¢n the Government should not
go only hvy the profis+ and loss motive
T ferl if vou take the profits of the
nrofit-making units and the losses of
the loss-making units. vvu will  find
that ultimately you earn some profif
vrhich the public <etcor units as a
whole earn for the countrv. There is
no net loss.  There is 5 net profit
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I have already said about the pau-
¢l.y of funds. Your can tap the black
money available and you need not
g2 o multinationals. Regarding the
v .ncessions that you have given, I
iei, it is deliberate with g view to
woging the private sector under the
temmandg of the World Bank and the
I . Therefore, Sir, what I feel
is thi when you are going about it
L. tn 5 mannei, our State Governmeny
350 1 taking this opportunity .nd
te cy wre trying to gei much out of ii.
Taey lave decidad ;o give thre2 units
to the private sector. What I feel is
. 1t w1 en the amount involved is of
tre cwer of Rs. 397 crores in  the
cese f one project, Rs. 800 crores in
he csve of another project and Rs.
450 ciores in respect of yet another
projert, you can imagine how much
would e taken from this. This s
ncrhiy g but corruption.  Corruption
goes i no1n {.e name of privatisation.
It is 1w thing else. With these words,
I ~on] ide.

""HE VICE-CHAIRMAN (SHRI
MI;. SALIM): Shri Satish Prashan,
He is not here. The hon. Minister to
repiy. k)

SHIR, N. K. P. SALVE: Mr. Vice-
Chairvian, Sir, T am grateful to the
1. MMembers who have participated
in th: debate. I am, particularly,
greteful to Mr. Jaipal Reddy for rais-
ing thig matter by way of g Calling-
Attentr)n Motion because this affords
me an opportunity to dispel many of
the misgivings many of the disinforma-
tion and misinformation regarding
the question of investment by  the
pritate sector in the power industry.

Thin is an extremely important area
and ihe entire nation has to put its
shouldler to the wheel in ensuring
stable, adequate and cheap power sup-
ply t» the country. Therefore, my
Minis ry has always been anxious to
have w trangparency in the policy
we ale having. Not only that. This is
not st mething which is peculiar to
this linistry itself. This is a na-
tional task entrusted to us and Wwe
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mugt take the benefit from whichever
source it comes to us, by way of ad-
vice and by way of guidance, in en-
suring thaty we are able top provide
siable power to the country.

As 1 have pointed out in my state-
ment, the per capita consumption is
only 268 KW hour, ‘We are far behind
the developed countries. (Interrup.
jions) . :

DR. BIPLAB DASGUPTA (West
Bengal): Nothing against you. I only
want to point oup that there ig no-
body to support you at the back. It
1s completely empty.

SHRI N. K. P. SALVE: I am
su.e you would support me.

SHRI M. A BABY (Kerala) :
There is a total power failure behind
Mr. Salve Mr. Salve rcannot salvage
the situation.

SHRI1 S. JAIPAL REDDY: The em-
ptiness of the Treasury Benches indi-
cates full faith in Mr. Salve.

THE VICE.CHAIRMAN (SHRI MD,
SALIM): Mr. Reddy, you have call-
e the attention of the hon. Minis-
ter and no; of the Members.

SHRI N. K. P, SALVE: I may sub-
mit tha¢ I can stand on my own, on
the merits of my case.

DR. BIPLAB DASGUPTA. Please
leave your party and join us.

SHRI N. K. P. SALVE; Sir, so
far as this is concerned, let us look
at the main problem completely.

SHRI N. E. BALARAM: What ab-
out the Memberg on your side, Mr.
Salve? Why is it so empty (Inter-
ruptions) .

SHRI N. K. P. SALVE; Have on’
me, Mr. Balaram. This ig cutting into
my time.
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SHIML N. E. BALARAM: We will
give you more time, This ig bad. Thig
is totally ad. The lady Minister 1s
sitting behind you. Why can’t she get
some Members of your party who are
roaming outside? Can’'t you find out
some Members?  Are they not inte-
rested in this? (Interruptions) I am
asking you, Mr. Salve. Are they not
interezied in the debate? This
shows their seriousness in the issue
we ave discussing.

THE VICE.CHAIRMAN (SHRI MD.
SALIN) : Members believe in the po-
wer a1d strength of the Power Minis-
ter.

SHRI N. E. BALARAM: It iy all
right. He ig capable of replying 1
know him very well. But the point
is, at least, some 10 Members should
be there.

SHRI N. K. P. SALVE. I am at
vour service, Myr. Balaram. I am at
the service of the House. I am the
servant of the House. I am here.

SHRI N. E. BALARAM: None of
the Parliamentary Affairs Ministers is
present either,

THE VICE.CHAIRMAN (SHRI MD.
SALTM) . Tt is not their affair.

SHRI N. K. P. SALVE: Sir, I
was submitting that this is one sector,
this is one area, where we must rise
above party predilections and party
affiliations and look at it as a na-
tional cause. We must discard party
predilections and party affiliations.
Having said that, I would submi¢ that
we are open: we are open always to
the advice from the Members. Here,
I am jglad to find that almost all the
Membirs have said that they are not
oppostd to the private sector as such.
This ig one thing. Secondly, they also
accepy that investmens must ceme
from the private sector. The only
questio ! was about modality. In re-
gard t modality, criticis~ e been
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levelled and my poliey hag been -
dicated to which I would try to reply,
tv the besi of my ability.

At the outset, 1 would siart by
saying that this particular policy hus
becn endorsed by all the State Gov-
ernments. There is a Janatg Party
Government.  There is a Communist
Governmenyg in West Dengal. There is
+he Anna-DMK Government in Tamil
Nadu and the BJP Government in
Rajesthan All of thuem have  not
ouly approved our policy, but I rei-
te-ate they have applauded our po-
lics,

SHRI DIPANKAR MUKHERJEE

(West Bengal): Buy not the modali-
ties.

SHR! N. K. P. SALVE: Policy
includes modalities. Please go  end
ask Jyoti Babu if you have any doubt.
I am mdking a statemen; here with
41l responsibility.

DR BIPLAB DASGUPTA: Does it
mean that the other Governments
which you have mentioned also en-
dorse ‘this document which you have
given to us? (Inter uptions)

SHRI N. K. P. SALVE: If at all
they are wanting greater flexibility
for their own operations, they are
asking dor global bidding.

DR. BIPLAB DAS GUPTA: Are
they accepting 16 per cent?

SHRI N. K. P. SALVE: They are
accepting not only 16 per cent, some
ot them are wanting a little more to
be given. The Janata Dal Chief Mi-
nister wants us to give more flexibi-
lity .

SHRI S. JATPAL REDDY: T am not
aware of it.

SHRI N. X. P. SALVE: You are
not aware of it, but I am telling you.
I am aware of it. Because T am aware
of it. 1 am mentioning. (Interrup_
tions) Sir, this is a fact. I am stat-
ing on the floor of the House with all



36~ Cualling Atlention to |

the responsibility that I have that all
the State Governments, including
these parties, which are not Congress
Pariies, in different States have un-
cqu. vocally approved it, And if ag all
they want, they want further flexibi-
luy and liperalisation in the policy;
sonme of them.

DR. BIPLAB DASGUPTIA: Please
mform us on this point. Whar I want
* o <now is whether the State Govern-
ments have agreed with you on the
spuzific policy issues, The question
whether there should be private com-
panieg or some foreign  companies
coring or nog coming, that we under-
stand. But have they agieed (o the
specific points which have been raised
in the discussion like 16 per cent pro-
At being granted to them or all these
cxemptions? Have they agreed to
thesc? Can vou make a statement
on that! (Iaterruplions)

SHRY N. K. P. SALVE; Please,
fivten 1o me. The West Bengal Gov-
¢rnmeny has negotiated an MOU with
a US company for the 1000 megawatts
Szpardighi plant on these terms and
lor ‘he 135 megawatts Gauripur plant.

CR. BIPLAB DASGUPTA: What
1s the percentage of profit they have
guaranteed?

SHRI N. K. P. SALVE: On these
very terms they have not protested.

DR. BIPLAB DASGUPTA: Have
they agreed to 16 per cent guarantee?
Wo are asking a specific question.

SHRI N. K. P. SALVE: They
have accepted the 16 per cent guar-
antee

DR. BIPLAB DASGUPTA: I don't
think so.

SHRI N. K. P. SALVE: This is
your view.

DR. BIPLAB DASGUPTA: So far
as the West Benga]l Electricity Board
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SHRI N. K. P. SALVE: Do you
wang to tell me that the Board is
differen; from the State Government
itself, as if it has dene it against the
wishes of the State Government? (In-
ferruptions) This ig the distinction
which he is drawing. I; will not lead
us anywhere. At least it is no¢ a
thetoric for me. I do net want to

score a debating point. I have done
that many times here. Whag I am
waniing to say is this. Let ug look

4y this entire problem and look at ft
a littlec more objectively.

SHRI S JAIPAL REDDY: Mr.
Vice-Chairman, the point I am try-
ing to make is tha; power-js in the
Coacurrent List, 7 ¢ notifistion has
"oraoissued by the  Government of
Iadia, it is applicable to-ull the State
Electricity Boards. Naturally they
are (rying to make use of the.Roti-
fication We are questioning the basig
wn which the Notification wag issued,

SHRI JAGESH DESAI:: In thag

a- they should not hav. accepted
thig.

SHRI N. K. P, SALVE: 1 would
say that there ig an expert commitiee
which went into it. They recom- .
mended it. I; is not the outcome

of any fertile imagination vf my Mi-
aistry,

Now, I would like to go to the
specific points of Shri Jaipal Reddy.
I will take up the first point. What
T have done is this. Whatever are
the issues of Members, I have enu-
merated them and T wish to deal with
them one by vne. Then there. is
plenty of misinformation and disin-
formation about the factual imforma-
lion in regard to the companies. It 1
have time I will correct them. Qther._
wise I will write to the mﬂ
on the correct posmon
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The first js: why not globa] bidding?
This point has been very strongly
made by al} sectiong of the House.
Global bidding means certainly there
Iy much greater transparency. But,
fo; us, power in the private sector
was an uncharted area. We do not
have any private companies in the
po¥er gector since independence. Ap-
brehensiong were there in my mind
about what kind of response we will
hacve, whether we will have any bid-
ders or not.

Bir, look  at the history of the
whole thing. Be fair and be ohjective-
We snwnded the law in October, 1991,
Nothing happened. The policy com-
menced  effectively from October,
1061, In May, 1092 we had to send
@& very high-powered delegation hea-
ded by the Cabinet Secretary abroad
to attract capital from abroad. They
went to Singepore. they went to the
USA and they went t0 the UK in
May, 1082, The delegation returned.
They thought that the main require-
ment was two things. If we wanted
investment in the private sector, they
veanted that certain basics should be
provided in the policy infrastructure
ie artrast cepital. They wanted secu-
rity of tha capital as well ag the re-
turn, and they wanfed pioneering
~fforte by some very famous, estab-
lished companieg in the power sector
sn that when they would come, they
shoald not find that their monies were
et and thet they themselve; were
lo-t absolutely in this vast country.

8ir, between October. 1991 and
September, 1002, we hardly had about
12 proposals. It is no use straight
away going in for bidding proposals.
Right from the beginning itself you
have no bidders coming forward. In
the UK and the USA, in the USA es-
pecially, initially they had only one
course, Mgt is, the negotiation course.
Now, of course, in some States they
have a dusl course, but they find
negotia®sn to be a much better pro-
cedure,

- - — -
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Sir, the area, as I said, being un-
chartered, the States were also not
ready for global bidding. The States
have to be ready to put the project
on the self and call fo, bids, and the
best bidder will take il off the shel?.
The States themselves were not ready.
Therefore, the States thought that it
would be better if they would adver-
tise the project ani invite parties for
negotiations. Whichever parties they
negotiated with, were ultimately al-
lotted the powey planis.

THE LLEADER OF THE OPPOSI-
TION (SHRI SIKANDER BAKHT):
Which States?

"SHRI N. K. P. SALVE. All the
States advertised various projeets in
the newspapers and elsewhere, and
on the basis of the response they re-
ceived (o their advertisements, they
invited the parties and negotiated
with them about the power plants.

I want to make i{ clear, T want to
dispel one apprehension. I know
what ig at the back of your mind.
So far as my Ministry ig concerned,
we did not negotiate for any plant or
project. It is not our business. It
iz the businesg of the State Govern-
ments. We have to make things prac-
ticable and workable. If we are EO-
ing to give a first-class, transport
scheme for the State Governments to
work upon and if it does not werk in
practice, it is of no use.

SHRI S. JAIPAL REDDY: Trans
parency Joes not work in India, I
agree with you,

SHRI N. K. P. SALVE: No, Trans-
parency has also to be commensurate
with practicability.

SHRI N. E. BALARAM: Itis not
practicable in India. He is saying the
rame thing.

SHRI N. K. P. SALVE: Transpa-
rency is not practicable in India.
Well, that is something for the State
Governmente. Al] gortg of allegations
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are inade here about Enron. Several
things have been mentioned here in
one way or the other, Shri Reddy
went o the extent of saying that I
wag presiding over a scam. I we
wele 10 examiae the scheme of the
Avt itself and the entire working. ..

SHRI N. E. BALARAM: You are
iaking so much time on one point.
Conclude it a:.d pass on to other
points.

SHRI N. K P. SALVE:
tha< half the ime was taken on bid-
d'ng. Leave it to me to take any
cmoun( of tim - on this point.

More

Sir, is he t« decide on how much
time I have t)> take? Was not this
the absence o bidding, the main at-
tack on my pirty? Now, I am giving
you reaso Ly rec.ir. I finigh here.
Are you wouv ncea’ . Do you accept
that at this slage, bidding could not
have been dor.e?

SHRI S. JAIPAL REDDY:
take as much time as
( Interruptions) . . .

You
necessary,

SHRI N. K. P. SALVE: As I go
on, Sir, they will agree eveny point
that I am meking.

THE VICE.CHAIRMAN (SHRI MD,
SALIM): D» vou want to continue

till they are convinced? (Inteérrup-
tions) .

SHRI N. K P. SALVE: Much was
said of China, Sir.

SHRI S. JAIPA]l. REDDY: You
have not eompleted the point about
bidding .

SHRI N. E. BALARAM: That is

what I am ssying, Tha; is the main
charge againgt you,

SHRI N. K. P. SALVE: Why did
you interrupt me? Sit down. Do not
interrupt me. I am coming to the
end of the mmtter,

SHRI N. E. BALARAM: What is
the use of ge'ting angry?

SHRI N. K. P. SALVE: T am not
getting angry. o
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SHRI N. E. BALARAM: Mr, Salve,
there is 1o _use getting angry because
there'is “a Point. ) ) )

SHRI N. K. P, SALVE; I am Onib'
speaking firmly. I am not getting

370

angry,

I am submilting  that ibe Stales,
therelore, decide to auvertise, call
for the people who respond to ad-
vertisemenis and then allot the mes
to them. That, they thought was
a more prac'ucal way I want to
subrmit that 21l over the world private
plants have been installed on the basis
of negotiations because of the flexi-
bi'ity, ineluding China. Ching has
two plants in the prxvate sector 50, tar
7o the beet of our mformatlon, one
plant hag a capacity of 1,200~ mega~
watts and the other, less than 300
megawatts ~They have, there, 50
p:r cent of the tariff denommated ‘in
dollars in all the plants in China,
payable in Yen or Hong Kong doliars.
In our case, but for the- solitary ex-
ception of Dabhol, which 1 will be
coming to later, all the planty in the
private sector have their tariﬂ’ m rup-
eeg terms only,

All that I want to submit in the
end is, we have now advised thé¢ Sta-
tes to go in for bidding. But it is not
very easy to go in for bxddin.g for
the States because ag many ag fifteen
clearances are required. Ii requires
plenty of ground work. It meang time
and money for the Stdtes. The Yéasi-
bility feport itself - césts crores of
rupees. Many Statds feel ~‘“Let
the power plant which wints to-come
come and spend money.” You have
to be reasofiable to the States also It
is a Concurrent subject. I cari go up
to a point. I cannot go beyond the
point. 'If the States feel” “It is not
possible for us to keep the project on
the shélf and then cal] for bidding”
T am helpless at this stage. There-
fore. we have advised them.  ~They
are wanting to work on the bidding
procedure. But it is not very easy
beeaute of the practical difficulties in
it. I hope some day we come to
the bidding route. It is for the States
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basicaily to take that decision. I
will r.ever be able to make a statu-
tory provision saying, “Go for bid-
ding”, I can only persuade the States
to go in for bidding ag Mfar as possi-
ble. I, T were to say, “Go by bidding”
I think i{ will he very Jifficult for the
boorer States. Orissa is one State
thay, vwill suffer. It involves so much
of money involved to prepare the
feasib:lity report, to prepare the oth-
er framework, to find out which pro-
ject at which  place jg feasible and
possible and to  obtain clearances.
Everyone ig scared of the environ-
ment clearance. All this has to be
obtainod to keep the project on the
shelf. It ig not easy at all and there.
fore, at this sicge, 1 want to Sshare
with this House my difficulty. Much
2: I should lik~ glnbal bidding, glo-
bal b:dding by =a statutory provision
will be a little too  premature too
carly. We have advised the States.
We want them to go by bidding. But
their difficulties being what they are,
I have left it open to them, at this
stage, to negotiate after advertisement

DR. BIPLAB DASGUPTA: You
are ai.licating the responsibility of
the Centre. You are saying that the
Stateg are responsible. It is the Cen-
tral Government’s responsibility.

SHFI N. K. P. SALVE: Please
understand what I am saying. It is
rot possible for me 1o make a statu-
tory nrovision that only global hid-
ding will be accepled.

DR. BIPLAB DASGUPTA: This
v-hole issue has arisen because the
Contre which ig responsible for pro-
viding power has failed in discharg-
ing its responsibility. For the last 47
vears very little has been done. Do
not hlame States,

SHI N. K. P. SALVE: Sir, ifit
goes on like this, I cannot finish in
45 winutes’ time.

T am making it clear to the House
that -we have advised them to‘adopt
the bidding route... (Interruptions) .
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For this purpose, how much we are
committed, I wan; you to understand
We are organising a workshop of the
Stat. Electricity Boardg of the State
Gpvernments and the Power and the
TEmance Departments in June, 1994
in Hyderabal to discuss and to get
experts to advise how to improve the
capabi:itieg of handling the complexi-
Ues of the bidding process. We are
v._‘orkmg on that, It is just not pos-
szl:le to get up one morning ang say,
“Uo in for bidding”. It is not possi-
ble That i so far as the bidding pro-
1 have nar-
rated my practical difficulties practi~
tien] difficwties ot the Stateg and why,
&l this stage, the bidding procedure
wag not feasible and possible for us.

Now, I come to the second impor-
tant point, that is, why is there a 16
per cent fixed return at 68 per cent
plant load factor? That was the
second question. Shri Gurudag Das
Gupta went to the extent of saying
that this is opposed to all the cardi-
nal principles bf free economy. 1
entirely agree with him. 1f we
could leave power or anyone to come
and generate and say that the power
is realised, then, of course; there is
no question of providing any guaran-
tee. But as long as you are going to
have an administered price for power,
how is it that you do not include a
certain profit element in the admin-
istered price? Is there an adminiter-
ed price anywhere in the  world,
lecave mlone in our couniry, which
does not include an element vf profit?
As to the reasonableness of 16 per
cent, I only want to point ou; one
thing. I have got figures of the ex~
isting private companies, A very
rational point was made by Mr.
Mehta who is not here at the mo-.
ment. He said: “What is the return
of the existing companies when we
want to give 16 per cent?” T want to
poin; out, in Ahmedabad, the earn-
ings. .. (Interruptions)

SHRI 8. JAIPAL REDDY: This is
the earning. Let that company earn
100 per cent. We are not concerned
with that.
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SHRI N. K. P. SALVE:; Reddy Ji,
wish you had kaown all the statu-
tory provisions, We have provided
Yeturns to the l.censees under the
old law. Now, what are they gett-
ing under the oll law? Please bear
with me. 1 am pointing out to you.
On a 100 rupee share, the Ahmeda-
bad company is getting Rs, 28.24 1
am giving the 1991 figures which are
available with me. In the Andhra
Valley Company, on a 100 rupee
share, they are earning Rs, 57.40.
In the Bombay Suburban, on a ten
rupee share, they are earning Rs,
28.21. The Tata Hydro company is
earning Rs. 51.31 on a share of Rs.
160 and the Tata Power Company is

earning Rs 48.55 on a share of 100
rupee.

SHRI 8. JAIPAL REDDY: Sir, they
are old companies whose entire cost
 production tns aliesdy ben realis-
ed and they are blue-chip companies.
How arc these two things compro-
mised?

SHRI N. K. P. SALVE: Agsain,
Sir, I will have lo go to the basics,
I wish he had studied the basics.
Even the old companies have to be
paid according to the statutory pro-
visions. If their plants are written
off, then the depreciation is less, the
interest ig less and on that besis if
yout were to pay, then thig is the kind
of return they are getting. There-
fore, it is not as through there is
a free market available. These
prices are all administered prices.
That is the kind of return they are
already making and by Indian con-
ditions, you call 16 per cent return

on equity high rate. In fact, the
private sector already started de-
manding that 16 per cent 1is less.

In a way, I am grateful to the
Members that they are resisting even
16 per cent so that T would be able
to ensure that they do not ask for
more than 18 per cent. Sir, the licen.
sees Were getting 5 per cent above the
average bank rate which worked out
to 16 per cent. The  licensing
companies, according to old law,
have been giver a 5 per cent return
above the

bank rate, The bank °
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‘ate was 11 per cent and they were
getling 16 per cent. In reality, they
earniing much more.  (Interruptions(
Sir, I submit tha; a fixed return of
16 per cent to be included ag fixed
charge in tariff, iy an extremely
modest return in view of the Indian
conditions where the interest igself
today is 15 per cent on risk capital,
(Interrmptions) ...
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SHRI S. VIDUTHALAI VIRUMBI:
Out of Rs. 800 crores the actual pro-
duction cost is Rs, 400 crores, But
for the amount of Rs. 400 crores
which js invested they are going to
.ig 16 per cent on Rs. 800 crores,
Thar is clear. It will come to more
Jian 30 per cent. (Interruptions)...

SHRI N. K. P. SALVE: How do I
¢ xplain (0 each Member? (Interrup-
figi-s) ... Please listen to me, Then

sou pat vour question  (Inmterrup-
Teasy. .

SHRI S. VIDUTHALAI VIRUMBI:
I have listened to you, That is why
1 am raising this. (Interruptions) ...

THE VICE-CHAIRMAN (SHRI
MD. SALIM): You have already put
vour questions. (Interruptions)...

SHRI N. K. P, SALVE: Sir, 16
per cent is not on the entire Rs. 800
crores. Sixten per cent is only on
the equity capital. I suppose the
House knows it. The equity capital
iy approximately 20 per cent of the
(otal production cest. Or the balance
of the project cost, which comes from
loan, the actual interest paid by
them would be allowed in the fixed
cost. Now. therefore, Sir, I submit
that in this view of the matter, first.
ly, there ig no free market for
power. Seondly, we have to give ad-
ministered price thindly every admi-
nictered price must bave an ele-
ment vf return. In view of the fact
of how the existing companies are
running and in view of the conditions
in India 16 percent return is extre-
mely modest.

Sir, now I come to the next point A
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SERI S. JAIPAL REDDY: What
about the incremental benefits?

SHRI N. K. P. SALVE:. I will
com: o that. Let me continue.
(Interruptions) ... The Railway Mi-
nister hag already come on my head,

Sir, now comes the inflated pro-
ject cost. Sir, I submit that the Par-
lamant has, in itg wisdom, enacted
a law and it ig provided that there
has to be transparency not only in
the puplic sector, bui also in the
pywivate sector. The  provisiong of
sectirn 29, which are very gsalutary
and extremely important provisions,
statc that the entire financia]l pack-
age, which includes the capital cost,
ie t)» be submitted to the CEA. It
is tl e most unfortunate vpinion of a
strar’ Member of the Planning Com-
mission about the CEA. I am mak-
ing this statement with all the res-
ponsibility on the floor of the House.
(Interruptions) . . .

SIHRI S. JAIPALL REDDY: Mr.
Vice-Chairman, Sir, I place my pro-
test on record. He is referring to
a Me nber of the Planning Commis-
sion in contemptuous terms. It is
not becoming of a person of | his
stacure.  He is not a stray Mem-
ber. (Interruptions)...

SFRI N. E. BALARAM: I uagree
with Mr. Reddy. The Member in not
here. (Interruptions) , .

SFRI N. K. P. SALVE:; I will ex-
plain it. (Interruptions) . . .

SHIRI 8. JAIPAL REDDY: It is
not orrect. It should e withdrawn
by t1e Minister. (Interruptions) .

SFRI N. K. P. SALVE: Please
bear with me. Sir it was not the
findiag of the Planning Commission.
Then I should be given an osportunity
ang ‘he CEA should be given an
opporturity (Interruptions) ...

SFR! JAGESH DESAI: The Plan-
ning Commission has not said like
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It is not so. (Interruptions)
a Member. (Interruptions) ..

that.
He is

SHRI N. K. P. SALVE: It 1s not
the view of the Planning Commission
and the Planning Commission
cannot make such  an irresponsible
statement without asking the CEA,
whether the CEA ig the ultimate au-
thority or not. I maintain that the
CEA is the ultimate arbiter. I is
the ultimate authority in jaw. The
Power Minister has no power ... (In-
lerruptions) ... to give directiong to
it (Interruptions) ...

SHRI S. JAIPAL REDDY: We are
asking about the legal position. (In-
le;ruplions) . ..

SHRI JAGESH DESAL You are

belittling the House. (Interruptions)

SHEI S. JAIPAL REDDY: How is
i1 that a Member of the Planning

Conunssion is differert from the
Planning Comimission? 1 have not
been able to understand him Mr.

Vice-Chairman. (Interruptioné). .

SHRI S. VIDUTHALAI VIRUMBI:
So, we can take it as a dissenling

note. (Interruptions) . ..

SiRI E. BALANANDAN: Lhe
(:overnment should come out with a
statemient., (Interruptions) ...

SHRI N. K. P. SALVE: Balanan-
canji s righty on why the Goveln-
m:nt does not come out with 3 siate.
.nent. T have rhe statement. I am
making the ctatemeng as the Flnis
ter The statement is the joing and
several responsibility of the Govern-
ment, What is stated Dy the hon.
(ie; tlerian abour 1he suthority of the
CEA is wholly untrul incorrect and
unrelated to rouliry . The CEA s
avy enly the iaw tut the ulrimage
arbiler in thig matter. It is the factual
ultimate arbiter, We can only
ask of them to kindly ex-
pedite  things, Beyond that
kindly expedite things. Beyond that
1 am scarecd even w ask for the cost,
wha; the project 1s, etc., becauss it
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is an authority comprising of 14 top-
men, 8 of them coming from trans-
mission, generation, distribution, etec.
It compiises finance people. They un-
derstand their job; they understand
their weaknesses. If you start tin-
kering witn them, there will be no
end to it.  You please go and ask
the States whether they can  take
the CEA for granted. They never
take the CEA for grarted. Please
have my assurance. I want the House
tn be asvured ihat if any specific in-
slanca 1, broughy to my notice that
CE4 is noglected. ignored or disre-
ga~ded wr even influenczd, we will
take the strictest action i: whichever
way we¢ can. It i1s wrong. If this
in<titution (Interruptior.s)

DR. NAUNIHAL SINGi: CEA ex-
perts in technical mat:ers, not in
commercial matters. If I am covrect,
then why is 1t that SEBs are buy-
ing eleciricily from private snd for-
eign cornpanies at doubls the price?
They can themselves produce it.
How are the SEBs paying Rs. 2.50 to
Rs 3 ner unit o private and foreign
companies? While they are default.
ing ir payment *o NTPC. when
NTPC supplies power at 75 paise to
Rs. 1.15 per unit. the CEA aoproved

v, (Interruptions).  Why is it hap-
pening? I¢ the CEA has app-oved it
(Interruptions) .

SHRI N K. P SALVE, It is very
csimple This (ariff oy 7.5 cens per
KW of the Dabhol plani works out
o Rupe~s 2 40 per unit We have
calrulated it. When comnared to
what rhe (ariff wonuld wo k out under
the two-part formula it would w-r'
out  less than hat  So. the fwn-
- vt tariff formula  is the ceiling
They have made calculations. Thev
are availrhle Fo is 5 very knowled-
geabls Member. Tt bhe were to
crme to me and ask this question, T
weoald satisfv him in less than one
minute.

SHRI € JATPAL RIDDY: Who
worked out this two par¢ formula?
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SHRI N. K. P, SALVE: The two-
part formula we vorked out in  the
doanistry.  (Interruptions).

SHRI S, JAIPAL REDDY. ‘hich
Committee? Not the Committez of
Mr. X P. Rao? ... (interrupticns),

SHRI N. K. P, SALVE: On the
basig of the K. P. Rao Comnittee
recomniendations we evolved the
two-parl formula. He is talkiag of
11 e Dabho] Plant.

SHRI §. JAIPAL REDDY: 1 am
not on the whole thing. I am talk-
img of the notification. (Inferrup-
tiomsg) .

SHRI N. K. P. SALVE: Pl ase,
one man al a tirne, Let me rerly to
him. I would like to assure the hon.
Member, Shri Naunihal Singh, that
nterpuptions)y. . I you want
te pelificise i, I  have 1o0th-
ing to sav. 1 thought that this
i- a very serious debate and the
points made were something of -vhich
you wanted to know what they were
and what the 1ea] position is, We
may have z difference in porception.
But understand what the fectual
position is The factual pusitior is—
Mr Nsunihal Singh’s answe - is--that
2.40 on that particular plant ‘vorks
out to less than what it would be,
W werni strietly by the convertion-
a1 two-part formula, We worked out
the fixed cost. We worked out the
variable cost and if wha; the Iinron
iz going to charge is less than what
would work out according to the
tyso-pavt formula we accept that.
Why. i; is double the cost a( -vhich
they arc generating it themselves,
T+ iy = simp's &ir our plants are
old. The plany projects are old Most
~f tFam have 1. : cwceted or the
hacic of budgctary support. They
iver had ¢o ¢0 tr market for borro-
wing, Therefore. the Government
~"antg are cheaper. So far. the power
‘h-t is being produced iz cheap. 1
wort tn submit  oepe  thing more.
Tndia’s power todav is the cheapest in
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the world. We have got these figu-
res Irom the World Bank, The aver-
€ge is near 7 to 8 cents in  other
countries. In India, today they have
given the figures ‘hat in Tamil Nadu
it js 2.85 centg asd in Punjab it is
3.05 cents, In 1997-98, if we were
to come to 7.5, 1 have no doubt in
my mind that even then we would
be one of the cheapest. If you were
to pool power ... (Interruptions).

SHRI SATISH AGARWAL (Rajas-
than): Only comparables can be com-
pared, Look at the per capita, income
there. How can you compare  it?
(Interruptions), Only comparables
can be compared. (Interruptions).

SHRI S. JAIPAL REDDY: Mr.

Salve ig globalising the prices. (Inte-
rruptions) .

SHRI N. K. P. SALVE: I =&m
erateful to Shri Satish Agarwal. Co-
mpare the likes with the likes. How
can you ‘compare Debhal with the
existing power plantg cf the Maha-
rashira Government? (Interruption)
Turn back and tell him.  (Interrup-
tions). It will be better if you sermo-
nige him and tell him, “Please com-
psre likes with the likes”. It
ig very unfortunate that old Mem-
bérg are béing questioned. (Interrup-
tiong). Mr, Vice-Chairman. how long
will it go on like this? (interruptions)

SHRI 8. JAIPAL REDDY: Sir, the
bon. Minister said that the netification
was issued on the basis of the ve-
port of the K.P. Rao Committee It
is not correct. The K.P. Rao Comm-
ittee never suggested the iwo-part
taviff formula. So. what is the basis
on which thig notification was issu.
«1? Will the Minister tell us this
thing? Did it drop like the manna
from the heavens?

SHRI N.K.P. SALVE: Sir, T have
answered that query, If he does not
want to understand, what do T de?
] said, “On the basis of the X.P.
Rao Committee Report, we evolved
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And that is the basig of evolving the
two-part tariff formula which is
included in the netification. I am
saying it for the third or fourth time.,.
(Interruptions) . . .

SHRI S. JAIPAL REDDY: Okay,
it is a case for privilege. T will pro-

duce the K.P. Rao Committee Report
and then tell him,

SHRI N.K.P. SALVE: And I will
tell you further that the two-part ta-
riff formula, basically, followg the
pattern of tarifff which was recom-
meded by the K.P. Rac  Committee
for sale of power by the NTPC and

State Electricity Boards... (Interrup-
tions)

SHRI 8. JAIPAL REDDY: Butnot
in regand to private investment.

SHRI N.X.P. SALVE: I am giving
vou the basis on which we have evol-
videt. How many timeg do I have to
say thig simple thing? I have repeat-
ed half-a-dozen times that on the
basis of that Report, we evolved this
policy. .. (Interruptions)

SHRI JAGESH DESAI: He under-
sland it but he pre‘ends,

SHRI N.K.P. SALVE: You can
wake up 3 man why ig gsleep but you
cannot wake up a man who is already
awake like wyou.

Sir, the next point that I want to go
to is...(Interruptions) Sir, I never
thought that a discrssion on such a
serious matter would bhe taken so
lightly, Listen to me, As I said in
the beginning, listen to me, and if
there are differences in  perception,
maybe, T will learn from you, be-
cause we do want to improve, But
i¢ this kind of a thing which is mainly
politicking and a plenty of hilarity
and merry-making is going on, noth-
ing will come out of it...(Interrup-
tions) &ir, they heve a knoledgeable
Member. Dr. Naunihal Singh, in their
party. If he says something, I can
satisfy him here or outside the House
or in the Ministry.
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The next question was: Why ig for-
eign capital and not Taslian capital
being harnessed? Shri Qurudas Das
Gupta is not here, He made this
pmnt Has he got any ides of the
d}ﬂ‘hcuxlty that we have as regardg har-
nessing of the capital in Indiz? 1In
1992-98, the Fmance Minigter  said,
“You, will raise Rs, 1700 ¢rores worth
of bondg for the Central.Power Sec-
tor Corporation from the - miarket.”
And do you know the amount of bonds
that we got? It wag even less than
Rs.. 100 crores. That is the condition
of the Indian market, Where is the
money? If Gurudasji can get me one-
fecurth of the mohey. .. (Interrup-
tions)

SHRI JAGESH DESAI: We all
k”ma“_f it and he also knows it.

SHRI N.K.P. SALVE: Why is West
Bengal goinig in for foreign capital in
such a big way? They sre wanting me
to help them. Why is Jyoti Basuji,
who' is a ‘nationalist and who is a
great leader, i; going in for foreign
capital? {(In*erruptions)

DR. BIPLAB DASGUPTA: It is
because the Centre is not giving any
raoney. You change the Centre-States
financial relationship.

SHRI N. K. P. SALVE: That is
because the Centre does not give any
money tn the NTPBC... (Interrup-
tions) He doeg not understand the
elements Ar nterrupﬁons)

DR BIPLAB DASGU’PTA I un-
Jderstand what you have in mind..

THE VICE-CHAIRMAN (SHRI MD.
SALIM): Mr. Dasgupta, please allow
the Minister to reply.

SHR! N.K.P. SALVE: I can take
a horSe to the pond water, but I
cannot- meke it drink the water I am
submitting that the Central Govern-
ment is not giving money to  the
NTPC, the NHPC and other such or-
ganisations, We floated bonds worth
Rs. 1,700 crores, but we got Rs. 100
crores only. In that context, I am
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to England? Why did he want to
get money from Japan?  (Interrupt-
lons)
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SHRI N.E. BALARAM: What Mr.
Gurudas Das Gupta was asking was
why you were not able to harenss the
domestic savings. You tell ug the diffi-
culty. You are asking the foreign
coempanies to do that,

SHRI N. K. P. SALVE: Why
vie are no; able to harness so much
of foreign savings and why we are
not able to harness so much of maney
rom the savings for the power sector
i3 a subjeet which will have to be
c-bated at some. other time. Suffice
it to say that, as a matter of fact, I
(it getting the money.

SHRI N. E. BALARAM: Tha; is
all right,

SHRI N. K. P. SALVE: It is not
thay we have not tried.

SHRI N. E. . BALARAM: It
also does not mean that the argu-
went is totaily wrong. We have to
think about it.

SHRI N.. K. P. SALVE:
The argumen: is superb. 1t is most
wonderful. It is a utopian srgwment.
On the ground, it does net work at
a'l.  'That is my submission.

What is the current shortage? There
have been some figures given by us.
We corrected these figures before
the Consultative Committee and I
wany, to correct them clearly before
the House, 'I'he shortage of mower for
1992-93, alccordmg to the 14th EPS
xrolec’uons, wag 6.8 per cent v
cent EPS proiections, was 6.3 per
‘nergy recfuirement and 13.°
rer cent for peak shorfage, Ar
against this, the actual shortage that
‘ve have got for 1992-93 was 8.3 per
.ent for energy requirement and 20.5
~>r zent for peak shortage.

SHRI JAGESH DESAI: What are
the figures for 1993-94?
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SHRI N. K. P. SALVE: For 19893-
94, becaise of higher generation capa-
city thay would come, the EPS pro-
jection was that cnergy chortage
would ke 5.6 pcr  cont and  pezk
shaortage  would be  18.3 per eent.
Actua! cnergy shortare is v~rkrd out
at 7 3 per cent aad pezk shorfage at
18.3 per cent. These are the correct
figures. But no one seemed to have
doubted the serioug issue that there
i; acute shortage of power in the
country The rcountny is reeling vn-
der the difficulties arising out of
shortag:: of power. Therefore, every-
mne has agreed. Everybody is in
agreemoent with the need for private
sector investment! Everyone agreed
with the nred to angment the power
grneration. The only thing is  that
they were talking zbouy certain moda-
lities (Interruptions) No,
please, I have no time.

It is said that BHEL would nog be
cetting orders. 1 think Mr. Balanan-
dan said this. Only yesterdesy. T was

speaking in  the Consultative
Committze about this. One of
the Members. who it veryv

knowlzdgeable. from BJP  said—
1 wag speaking about BHEL and he

is  from Bhonal—that orlers for
BHEL were full at the moment  be-
cause the public sector was giving

orders. Jus* because the private sec-
tor is coming what iz the logic to
say that BHEL will not get anything?
The private sector must buy at the
1 ~st possible price. You wan; biddin
We alin want hidding If they can
offe; good quality, 1t is very good
What thev ere deficient in ig in the
financial nackage. BHEL iz unahle 1o
give any credit whateoever. In the
international marke¢ tinless you are
abls tg give ecredit, «ou cennot make
a package ng attractive as it ought
ra be. Mow, the rationale for coun-
{er guarantee. Hon. Shri Reddy rei-
sed the auestion: Who i~ the Gov-
ernment of  India to give a sover-
civn guarattce? Tn this nomenclature.
sovereion euarartee  there is nnth-
ing sovereign about guarrntte
Tt ig » surranize, a mo'mter guarantee
<impliviter for the amount due by the
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State Elevtricily Boards to the gen-

erating company for w.ich the State
Flectricity Boards are ojrimarily res-
nonsible. It is covered by an escrow
account, by g bznk a‘:count. If the
bank fails—with the strong banking
vy tem, I don’t sec e7en a ohe per
cent possibility of bank’s failure and
if the State Governmeat also fails,
then comes the question of counter
guarantee by the Covernment of
India. It is nol a soviereign guaran-
tee, It is a simple gurrantee in res.
pect of payment in case of their
failure. For this, you cCon’t need any
Constitutional ehange. Tven then, we
consulted the Law Ministry a8 a mea-
sur~ of abundant cau'ion to know
whether it would be possible legally
Teranse one of the conrenants is that
if the Government of "ndia hes ever
to pay. it will debit 1}e account of
1the State coneerned wilh the Reserve
Pank of India The Taw Ministry,
after 5 detailed examiation o* the
matt-r opirad thar th re was noth-
irg wroag: that this kiv d of arrange-
ment was always  por:sible adminis-
rativel': and that thic would facili-
tats the working. If no counter gusr-
antee js given—] want to make this
voint clear—no private sector is will-
ing ta mome because th~ financial in-
stitirions are not  willing to lend
monev to the private investors ab-
1or+d or in India or anywere hecause
o the unfortunate track record of the
State Electiricity Roarde

SHRI GURUDAS DAS GUPTA:
What ig the programme of the State
Governments?

SHRI N, K 2 SALVE:
Sir that aucstion was 10t raised. In
fret the Power Ministes' Conference
in. Jenuarv, 1993, mok rcertain very
itnportant decisions to cut upon the
transmission and distribution losses.
One per cent cutting iicreasing the
PL.E. means 50 MW generation with-
mut anv cost. We are -vanting the
Stntec o works hard on it. Sir. T  am
afreid wa have not been able to
achieve murch on that. We are work~
ing...
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SHRI JAGESH DESAI; When
compared to last year, it is 4 per
cent more. How hag it happenel? Is
it in the State Electricity Boards or
in iyour Central public sector?

SHRI N. K. P. SALVE: Sir, asto
how it has happened—and this is
what, Gurudasji is saying—we have
been relentlessly working with the
State Electricily Boards. We  have
been telling them, and the State Elec-
tricity = Boards also have realised
that unless they. orient their working
to the entire. comercial thinking, they
would not be able to survive. Sir,
what is happening is this. Please
do not forget that 70 per cent of the
power is with the State Government.
Mos: of the transmission and distri-
bution is there, And the difficulty is
that it is a concurrent subject and I
can only go up to a limit. I cannot
go beyond a limit without trampling
on the toes of the State Government.
This is a very delicate subject. I am
extremely conscious of the very deli-
cate federal polity in the Constitu-
tional history.

SHRI BALNANDAN: You are say-
ing that the private sector foreign
companies are assured fechnicallya
16 per cent return. If that is faken
as a patlern, can we give
the State Electricity Poardg that
kind of a return? You will say that
it is a State subject. Your answer
might be like that. Is that true?

SHRI N. K. P. SALVE: Sir, it is
not a question of an answer being
like that. If the State Governments
were to come and complain to us
that, look, 16 per cent return is too
exorbitant, you reduce  it, perhaps,
we could have set ourselveg in mo-
tion thinking abou; it. They are
happily accepting 16 per cent. In
fact, one vf the States is asking for
more. Therefore, Balanandji, your
question is something which the
State Governments, unfortunately,
do not share. T am convinced about
16 per cent. I have been working in
the corporate finance all my life. I
know 16 per cent return on equity
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15 extremely fair. For rhetorics, we
can say anything “about 16 per cent
return. But I submit that we do not
push down anything down the throat
of a State Govérnment,

SHRI S. JAIPAL REDDY: What
about the bonus?

SHRI N. K. P, SALVE: T am com.
ing to the incentive. Let me answer
Balanandanii. If the State Govern-
ments were to come and represent td
us and tell us, give us the rationale
why 16 per cent is less, then, on the
basis of the K.V. Rao Report, if that
ig the same return we are working
for NTPC and SEBs, what is wrong
1* the private sector may have the’
same? There jg the same return for
the SEBs, the same return for NTPC.
You do not wang the same for pri-
vate sector, and it becomes mere for
private sector! I think no obne knew
this. This was the basis on which
we worked on the two-part formula.
I am grateful to Jaipaljii He has
raised this issue. It has enabled me
to talk about this in the Parliament
and let the nation know about it.
Sir. about the incentives, it ig true
that initially we had provided in
the Notification, Jaipalji iz right to
some extent. Initially we had provi-
ded in the Notification-—clause 1.6—
that generation above 6,000 hrs., that
is 68.5 per cent. shall be at negotia-
ted rates between the generating
company and the Board. Originally,
the incentive part was left o the
Sraje Electricity Boards to negotiate
and decide. We want a higher gene.
ration for the simple reason that
thev recover the entire fixed cost at
68.5 per cent. So, whatever they
gonerate beyond 68.5 per cent, there
is no fixed cost charge. It is only the
variable cost, that is the fuel cost.
I+ hecomes considerably cheaper be-
vond 68.5 per cent. Therefore to
encourage higher generation beyond
£8.5 ver cent, we had to give the in-
centive
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SHRI GURUDAS DAS GUPTA:
Just I want to ask one thing. Since
this 16 per cent return ig a post-tax
return, if you calculate the corporate
tax and depreciation, according to
your own calculation, it comes to
what?

SHRIL JAGESH DESAI: I want to
add one thing, Four or five years
back, when the bonds were floated,
10 per cent tax-free incentive was
given by the Government. And
there is no risk there. Here, the
risk is there. So Mr, Gurudag Das
Gupta, you should also take thig into
account when you were giving 10
per ceng tax-free before four years.

SHRI GURUDAS DAS GUPTA:
What is actually the cost? You say
16 per cent. If you make a calcula-
tion of depreciation at your own
rate, not at the rate that other peo-
ple are caleunlating what, does it
come to?

SHRI N. K. P. SALVE: Ag a
humble Chartered Accountant, I sub-
mit that depreciation is never 3 re-
turn- on equity, Depreciation is the
depreciation on plant and machinery
and adding it to equity is like adding
donkey to a horse. You cannot have
a donkey plusg house and say it is
true - Then- about the post tax...

SHRI GURUDAS DAS GUPTA:
What you say I understand, but what
is the cost? The job of the auditor
is to cover up. Everybody knows it,

SHRI S, JAIPAL REDDY: That is
what Mr. Salve is doing.

SHRI N. K. P, SALVE: Some-
times, you add humour to the situa.
tion. Sir, he asked a very relevant
question, and . . . (Interruptions)
About the post tax, the entire formula
evolved provides that should there be
any income-tax, it will be. again in-
cluded in the fixed rate. 'That would
only mean that if income-tax is to
be pald that will mean a higher
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burden for the consumer and, there-
fore, the Finance Minister, in his wis-
dom, decided that there should be
no tax, with the result that it will
benefit the consumer.

SHRI GURUDAS DAS GUPTA: 1
understand your argument. I would
like to know the arithmetic of it
from an established auditor of the
country.

SHRI N. X. P. SALVE: No estab-
lished auditor anywhere in the world
would be able to give this kind of
calculation,

SHRI GURUDAS DAS GUPTA: 1
want to be on record that I am un-
answered.

SHRI JAGESH DESAI: Equity is
only 10 per cent of the total invest-
ment and only at 10 per cent this 16
per cent is given, not on 100 per
cent.

"“SHRI DIPANKAR MUKHERJEE:
Why do you wang to take the base
load through a gas turbine by in~
crearing plant load factor from 68.%
and why not the peaking load thro-
ugli gas turhine?

SHRI N. K. P. SALVE: Somas
other time I will answer.

T was answering a very vali¢ point
about incentive, It was be  nego.
tisted between the State Elcctricity
Boards and the genereting company,
I lave <xpieined 1o ycu the ration-
ale kehind the incentive becatse in-
centive means a much cheaper
power, because at 68.5 per cent hav-
ing recovered the entire cost, what-
ever power is generated thereafter,
would only mean the cost of fuel
So far ag the new. Notification is
concerned, we have fixed a ceiling on
the incentive which is 0.7 per cent
per every one point increase in the
PLF. To bring about uniformity, this
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ceiling jig there because what is hap-
pening is, some States wanted to pay
more and some wanted to pay less,
The Chief Minister, for the AES in
Orissa at one stage wanted ug to grant
an incentive close to 2 per cent, and
1 wag acoused of being a culprit. We
brought it down to 1 per cent with
great difficulty. Sir, all that I sub-
mip is, incentive ig there essentially
to ensure generation at 68.5 per cent
because that is cheaper generation
and if any more of such generation
comeg about, it is much better,

DR. NAUNIHAL SINGH: Sir, one
yuestion. ..

THE VICE-CHAIRMAN (SHR1
MD. SALIM): You have put the
question, No.

400 P,

SHRI N. K. P. SALVE: Then, Sir,
about foreign capital. 1 am referring
to some of the basic questions which
have heen raised about the power
prlicy.

SHRI JAGESH DESAI:
wherever you want, you do it,
vou bring power.

From
but
That ig my view,

SHRI N. K. P, SALVE: 1 sub-
mit to the House that ne pdwer is
costlier than ne power in (hix cepun-
try. In regard te the questisn of
foreign investors, ir was said that
the foreign investors were waking
investment from Indian savings. It
was said that they were raisig 60 per
cent of the cost of the plant frem
here. In this cenneetion, I weuld
like to point ouy to Mr. Jaipal Reddy
that his figures in relatisn te Enron
are absolutely ineerrect, I de not
know where did he get these figures
from.

SHRI S. JATPAL REDDY From
this book poduced by experts who
have served in the power sector.

SHRI N. K. P. SALVE: The
figures are here, I am giving these
figures. I know that on the floor of
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Parliament, I would be hauled up
for breach of privilege if the figures
that I am giving are wrong, Tiw
entire equity of Rs. 874 croreg is in
foreign currency. This is vne thing,
Of the debt, of the tota] debt, Rs.
1,433 croreg is in foreign exchange,
Only Rs, 585 crores is in India. You
say that they are going to raise 60
per cent from Indian funds and only
40 per cent they are bringing. 1
have given you these figures. Did
you or did you not say that 80 per
cent of the investment would be from
India and only 40 per cent they
would be bringing in for which they
would be paid money in dollars?

390

SHRI S. JAIPAL, REDDY: Sir, at
the risk of wasting the time of the
House, I would point out that the
Minister himself has, in hig original
statement, admitted thar the public
financial institutiong in India eould
give loan up to 40 per cent. I am
not referring merely to Enron.
There are severa] other projects also
I do not want to mention the names.
Twenty per cent can be drawn from
the Indian capital market, What,
therefore remains is omly 40 per
cent, The equity is 11 per gent.
The remaining 29 per cen: ig drawn

from foreign loans You kindly ans-
wer this.

SHRI N. K. P. SALVE: Would
you admit that the figures that you
quoted in the case of Enren were
wrong? 1 would answer your guery.
I remember you said in the case of
Enron, that...

SHRI 8. JAIPAL REDDY: 1 was
making a general point.

SHRI N. K. P. SALVE: You may
refer to the record, You saig that
Enron was bringing in only 40 per
cent. ..
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SHR. S JAIPAL REDDY: Whiic
referring to Enron, I only said thar..,

SHRI N. K. P. SALVE; As to the
rationale of 40 per cent from the
putblic financial institutions, T would
like to point out that it is a wvery
highly capital-intensive industry.
The level of investment is in teng of
thousands of crores, If we are {0
tap the Indian financial institutions.
they would run dry and nothing
woutld be available for the rest of the
gec(ars in the country, which are also
important areas. This 40 per cent
js Jhe maximum. It is not the mini-
mum. It ig the maxiroum. You can
take 5 per cet: Ycu can take 10
per cent. It is for the financial irs-
titu sons to decide zs to how much
they want to give. What else will
vou do? T would like yoit (o tell me,
1 would like the House to tell me:
In wlat beiler way can we saleguard
the interests of the wother sectors
unless vir put a res'riozion cn the
money to be borrowed from the {inan-
cial inslitutions? We cannot allow
more than 40 per cent, Otherwise,
tha Indian people would come and

ask for 100 per cent loan from the
financial  institutions. Hardly, two
plants would have come. At the

same time, the financial institutions
would have gone drv. Therefore, we
have put this rescriction, Thar i3
the raiznrale. Therefore. 1 do rot
think there can be any logir in snv
onposition (o this kind of thing.

Sir, at the end, all T would rav
this, On the question of depri
tion, originally, it was 5.08 per cont,
This hss brgr raiged to 7.5 per con’,
I wonld like to make it clear. The al-
iagation was: Why are we givinsf 7.5
na cent to the foreirn multination-
a13? The p-ivate seclor projechs ¢
vzen to the Indian  companins wnd
{oreign multinationals, aquaily,
n f-ot, a  good number of
Indian companies are alsp toming
forward for setting un joint ventures,
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wita foreign parlicipation. The 7.5
por cent deorecialion was a reason-

able one. (Iaterruptions) The 'dep-
recintion of 7.3 per cent is a very
r2asonable depreciation. What hap-
£2ng in the private sector is that
over the years the cost of generation
will go down. As it goeg down, it
will bcnefit the consumer.

A large many things have been sta-
ted. A mention has been made about
o, committee under the chairmon-
ship of the Chairman, Seimcns. We
hove never formed eny such com-
mittee. Take my word for it. Ano-
ther government may think of doing
. Whether, as  you said, it is
Sieracng of Ziemeng or it is Xmens,
ro such committee has been formed.
Nor wili it ever be formed. We
havs not-—repeat not-——ever formed
such committee,

If Mr. Jaipal Reddy had consulted
me on the fact he relied upon, to say
is the greates; scam, he would
nzve found that 99 per cent of those
frrtz did not exist except in the fig-
men- of his imagination. If that was
corvect, if they were existing onlyin
tv~ frmont of his imagination, where
132 scam is and whera the questionis
¢ rreriding over that scam, may I
ask?

[Se ekt

"

SHLI 8. JAIPAI, REDDY: You
£r> not executing lhe scam. You
ars presiding over it.

IR WN. K. P SALVE: Sir,

thai tr: no'icy we have enun-
is ihe most rational policy, the
tical policv. T4 has been

rracti
supmorted and it hnag been  admired

T

2’1 over the world

Lt
PSRN

SHTI 8. JAIPAL
whola world hes
(Interruptions)...

REDDY. The
become your. ...
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SHRI N. K. P. SALVE: You are
cntitied {o your own views. You go
and get me a p.ani, you go and get
an invesior on iferms better than
these. I will put that as a model. It
is very ecsy to get up and say,
“What you have done is not correct.”
Anyone who cannot do anything, al-
ways criticises a man who is doing
~cmething. 1 wag told in the USA,
and I was told in England glso, that
it hal taken eight years in the USA
1c have the firsi private sector plant,
what we have achieved now.

Todey we have cleared seven pro-

imts involving 5.132 mw. at a costof
neariy Rs. 23,000 crores, and they are

close to financial closure.  These
nlants will not gey financial closure
in the international market unless

they are colid pronosals. If we are
2ble to commence v-ork on ground on
the 5,132 mw, projects this year, it
will be a tribute 1o the policy which
we have laigd down.

Thank you very much, I thank
the Members also.

SHRI S. JAIPAL REDDY: Sir, I
hsve one last question. We are not
satisficd about the allegations we
levelled in regard to the modalities
adopted. Wi'] the Minister agree to
have our cllegations enquiredq into by
a committee of this House? That is
my simple and short Qquestion.

SHRI N. K. P. SALVE: Sir, I
have said that 99 per cent of the facts
he relied upon, did not exist...
{Interruptions) Please, my answer is
clear. They exist only in the figment
of his imagination. What do I have
a committee or. a committce of the
tvoe vou referred to, under Siemens
Chzirman, a non-existent committee?
Sir, I will not aceept any committee.

On the other hand, what I wil] ag-
ree to ig thatif there are any serious
difficulties which the States are ex-
periencing in putting the projects, I
will certainly be willing to Jook at
them not once but ten times, a

;:-A""»I hundred times.
% SHRI S. JAIPAL REDDY: Sir, we

are not satisfled with the reply of
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e Minwsier. I think, ihe Govern-
ment has commitied serious mistakes
arsav ting to a super-scandal. In pro-
test against that, we stage a walkout,
(sierruptions) ...

(211 this stage. some hon., Members
lejt the Chamber)

SHRI ¥. BALANANDAN: Sir the
prwer policy of the Government of
Indja 13 retrogracde and disasirous for
the country. Therefore; in protest,
we are walking out.

it oh
oot
{vit the

is siage, some hon, Members
> Chamber.)

~
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1 THE BUDGET
1984-95

2. RE SOLUTION APPROVING RE-
COMMENDATIONS IN PARAS
2c, 28, 29 30, 31 and 4 OF
FIFTH REPORT OF RAILWAY

ARAILWAYS)

CONVENTION COMMITTEE,
1981, >
3. THE APPROPRIATION (RAIL.

WAYS) NO. 2 BILL 1994

i THE APPROPRIATION
WAYS) NO. 3 BILL, 1994

THE VICE-CHAIRMAN (SHRE
MD. SALIM): Now, the Railway
Minister ig to reply.

THE MINISTER OF RAJLWAYS
(SHRI C. K. JAFFER SHARIEF):
Mr. Vice-Chairman, Sir, I am grate-
ful to the hon. Members whe have
taken part in the debate on the
Railway Budget and have made Va}u-
able suggestions. I will be very diffi.
cult for me to answer everyone
nevertheless I certainly assure.that
their points will be taken up serlous-
ly and we will also be writing to
them wherever we have not been
able to say anything here just now.

(RAIL-
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Sir. we have listened tg the wide
renge of views expressed during the
discussion on the Railway Budget.
Members from  all sections of the
House have shown keen interest in
the affairs of the Indian Railways. I
am indeed grateful to them all.
There has been some praise and ap-
preciation and understanjably some
criticism as well, I do welcome criti-
cisms from the hon. Members for
that js a very important source from
which we get the valuable feedback
on the Railway's performance and
the expectations of the people. That
enables us to respond in the best in-
terest of the country. I would
like to assure the House that all sug-
gestiong that they have made will re-
ceive our earnest aftention.

The Standing Committee on
Railways have taken greai pains to
scrutinise the Demands for Grants
and the performance of the Railways
¢nd have presented their Reports on
varioug subjects, including Demands
for Grants for 1994-95. T am grateful
to them for their valuable suggestions
and recommendations. which will be
carefully examined by the Railway
Ministry and the aciion taken will be
reported to the Commitiee in d.ue
course. Actually, the efforts to raise
the performance of the Railways 1n
every respect is an on-going process
and I have taken the House into con-
fidence about the steps planned to
be taken. »

With your permission, Sir, 1 would
like to cover briefly the areas of
achievements and the action taken by
the Railways and the follow-up to the
announcements made in the Budget
speech,

The Expertg Committee has already
submitted its report on the commer-
cigl  utilisation of its space and
property development of the Rail-
ways. The principles for the utilisa-
tion of Government land for commer-
cia] purposes in order to raise resour-
ces for development projects are yet





