Giving Time

MoEFCC extends timelines for compliance with emission norms by TPPs

Recently, the Ministry of Environmenl, Forest and Climate Change (MoEFCC) has extended the timelines lor complying with the
emission norms for coal-based thermal power plants (TPPs) by ong to three years depending on the location of the plant. Besides,
the ministry has introduced a penalty mechanism for the operation of non-compliant TFPs beyond the timeline. Power Line invil-
ed industry stakeholders to share their views on the revised timeline for meeting the emission norms, and highlight the key issues
and suggest measures 10 expedite compliance.

What are your views on the MoEFCC's recent
order on the revised timeline and implementa-
tign plan for TPPs for meeting the emission
narms?

Sachin Gupta

On April 1, 2021, the MoEFCC msued a
notification (o TPPs indicating the revis-
ed implementation schedule 1o meet the
emission standards. The timelines 1o
comply with the emission standands were
first notified in 2005, In that notification,
all the TPPs wene given a fixed deadline of
December 2017, Subsequently, given the
various challenges faced by the TPPs,
they were allowed o comply with the
emission norms in a phased manner by
December 2022, a relaxation of five years.
As per the latest notification, the govern-
ment has put in place a mechanism o
penalise non-compliant TPPs by pre-
scribing a graded penalty for each cate
gory of the TPPs linked oo the duration of
non-compliance.

On the face of it, these repeated relax-
ations in deadlines appear 1o be regres-
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sive given the significant contribution of
TPPs towards air pollution. To be [air to
the government, it tried (o balance the
concerns of environmentalists and
IPPs. While strict adherence 1o the im-
plementation timeline is desirable, one
st also account for the challenges fa-
ced by [PPs such as lenders' reluctance
to finance flue gas desulphurisation
(FGDN projects and other emission con-
trol projects, Covid-induced economic
slowdown, impon restrictions and lack
of domestic capacity to fulfil the equip-
mment demand

Ashok Khurana

We welcome the MoEPCCS decision to
revise the timelines and implementation
plan for meeting the new emission nor-
ms. The decision has been taken based
on the extant ground realities the Asso-
clation of Power Producers’ (APP] has
been highlighting ever since the new nor-
ms were notified in 2005 - that the one-
size-fits-all approach of the previously
stipulated timelines was not practical
and that various systemic impediments

have hindered the operationalisation of
these norms at the field level. Further, the
recent Central Electricity Authority (CEA)
report on plant location-specific emis-
sion standards was in line with APP sub-
missions regarding the need for a graded
action plan with higher prioriry for aneas
with poor ambient air quality. Right from
the start, APP has focused on internation-
al experience with emission conirol
equipment installation, believing that
other countries have taken a more realis-
tic and pragmatic approach in terms of
timelines and implementation plans.
Several countries, including the 1S, had
consultation periods stretching over wo
years, after the initial publication of their
revised norms. The norms were also pen-
erally implemented in a phased manner,
with practical and reasonable gaps
bemween the phases. The US, for example,
provided a perind of seven yvears for the
first phase and 10 years for the second.

With inpuis from the CEA, the Ministry of
Power (MoP) and the Indusiry, the
MoEFCC has now finally acknowledged
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reduction and selective non-catalytic
reduction sysiems,

As per the initial notification issued by
the MoEFCC, the projects were required
to comply with these standards by Dee-
ember 2017. Given the various challenges
faced by the power generators, the tme-
line was subsequently extended to Dece-
mhber 2022, Despite the extension, the
progress in the installation of emission
control equipment has remained slow,
with bids awarded for only 40 per cent of
the identified capacity (as of February 28,
2021) for the supply and installation of
FGD systems. Moreover, only 1 per cent
of coal- and lignite-based projects had
commissioned FGD systems as of Feb-
ruary 28, 2021. As per the timelines issu-
ed by the CEA, 18 per cent of the identi-
fied capacity, that is, 31 GW, was sup-
posed to complete FGDY installation by
December 2020. FGD implementation by
the centrally owned power uniis has been
progressing at a much faster pace than
private and the state-owned units, As of
February 28, 2021, bids were avwarded for
86 per cent of planned FGD capacity at
centrally units as compared to only 8 per
cent for private-owned and 27 per cent
for state-owned capacities.

The key reasons for implementation
delays hy generators cited by the Mol
include the Covid-19 pandemic, equip-
ment import restrictions, minimum local
companent conditons under Aatmanir-
bhar Bharat, Bquidity crunch, and credit
refusals due 1o high stress in the power
sector. Based on the current implementa-
tion progress, most of the coal- and lig-
rite-hased plants are likely o miss the
December 2022 deadline 1o comply with
the revised emission norms. In this con-
text, the MoP requested the MoEFCC to
extend the timeline by two years for
about 106.5 GW of coal and lignite capac-
ity (excluding certain critical units being
maonitored by the Supreme Court and
under-construction  projects), without

levying any penalty.

Subsequently, the MoEFCC, vide its
order dated March 31, 2021, revised the
timelines for compliance with the emis-

“The extension of
timeline provided by the
MoEFCC has been a relief
for thermal IPPs amid the
sluggish progress In com-
pliance with the revised
emission norms.”
Sabyasachi Majumdar

sion norms, The ministry proposed to
categorise the TPPs into three categories
~ A Iwithin 10 km radius of NCR or cities
with a million-plus population), B (with-
in 10 km radius of critically polluted are-
as or non-attainment cides) and C
(remaining plants). While the timeline
for category A plants remains December
31, 2022, the timeline for category B and
category C plants has been revised 1o
December 31, 2023 and December 31,
2024 respectively. The categorisation of
the plants will be decided by o task foree
constituted by the Central Pollution Co-
ntrol Board (CPCH), comprising repre-
sentatives from the MolEFCC, Moll CEA
and CPCH. The extension in timeline will
provide relief for TPPs, especially in the
private sector, given the challenges
faced by these plants in securing fund-
ing and equipment to comply with the
EMISSI0N NOTS,

The generating companies are expected
io rety on debi funding from banks and
financial institutions (o meet a substan-
tial part of the capital cost owards the
installation of emission control systems.
However, lenders have been apprehensi-
ve of extending credit 1o generating com-
panies, especially private IPPs, due o the
lack of regulaiory ceriainty with respect
to the tarff implications of this capex.

Alr pollution is much wider
in scope and poliution
control in the power sector
IS not a solution in itself.”

Maicolm Wrigley

Given the concerns raised by lenders and
based on the advisory issued by the MoP
the CERC has issued orders approving
the capital cost for FGD systems on a pro-
visional basis for power generating com-
panies. The commission also allowed
power gencrating companies to claim
actuals post commissioning of the FGD
system, and approved the additional
O&M cost and increase in auxiliary con-
sumption. The CERC has amended its
regulations applicable to Section 62 pro-
jects, that is, cost-plus tariff-based PPAs.
Similar regulations from the state elec-
tricity regulatory commissions are also
required in a timely manner. Further, the
CERC released a stall paper in September
2020 with a proposed mechanism o re-
cover the cost incurred to comply with
the revised emission norms under the ch-
ange in law for competitively bid TPPs. It
is assumed that the recovery of the addi-
tional costs will happen over the useful
life of the emission control equipment,
which is 25 years. In this context, the
availability of an adequate balance power
purchase agreement (PPA} period remai-
ns important. Moreover, an operational
private thermal capacity of around 20
GW does not have long-term PPAs. There
is no clarity or mechanism in place for
the recovery of FGD-related costs for pro-
jects that sell power through short-term
PPAs. Thus, securing debt financing
could be a challenge for projects that do
not have long-term PPAS, for projects that
have unviable tariffs under the PPA. or
those that have a balance PPA tenor of
less tham 12 years.

Overall, the creation of a time-bound
approval process by the central and state
regulators for additional waniffl ander
change in law remains important for the
TPPs to secure funding and complete
the installations. Also, the availability of
equipment from domestic sources re-
mains a challenge in meeting the mini-
mum local component condition under
Artmanirbhar Bharat,

Malcolm Wrigley

We are extremely happy to witness and
play an integral part in the government's
efforts w improve TPP compliance in the
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limited domestlc manufacturing capacity
is ramped up in an expedition manner
Thits will curb the avoidable outflow of fo
reign exchange and will greatly comple
ment the prime ministers Armanirblar

Bharat scheme by lII,!II.'IIiII?.; a s EC T
ing order book of around Rs 400 billion
for the domestic industry (considering
the capacity of 101,000 MW for which
tenders have not vet been awanded)

[his will also help avoid sourcing of
equipment from countries with impained
rust. However, a shift to domestic manu

facturers may increase the cost of FGls
by 20-25 per cent. In order (o offser this
increase in power tarifl and avoid bur

dening consumers, the government cou

Id agree to provide a viability gap funding
Hs 2 millon per MW for each FGD com

missioned, pavable to lenders directly
Ihiis will nest only mitigate the risk for len

ders, but will also ensure that consumers
do not have o bear any increase in tariff
due to FGD installations. Alternatively,
any increase in tariff may be funded
through the coal cess being collected.
Ihis option will have the added advan

tage of a clear linkage between cause (re-
duction of emissions) and effect (unilisa

thon of coal cess), thereby justifying the
usape of these funds

Malcolm Wrigley
Ihe ministry has implemented varous

measures to ensure that the power sec-

tor becomes more relluble and efficlent.
In line with these initiatives, there needs
to be an accelerated and fair process for
the hearing of all change in law claims,
and not just those related 1o the pollu-
o contrgl issue. o many instances,
genulne caims are deferred with delays
in hearings and subsequent challenges,
with higher authorities increasing the

overall time taken o resolve issues

Pollution conirol clearly assisis in im
proving the air quality in cities as this is
an immediate issoe, That said, air pollu
tion is much wider in scope and pollu-
tion control in the power sectar is not a
solution in itsell. The authorities need to
look at air pollution in its entirety and
give it top priority. We should work
towards implementing holistic mea
sures, which include elimination of crop
residue burning or refuse burning as
well as positive initiatives such as ree
planting. Wee should also incentivise and
rewird power plants that are compliant.
Such plants should be given priority in
scheduling. Currently, we are scheduling
TPPs as per the merit order of cost only
without giving any consideration (o em
ission standards.

Whal are lhe meazures neaded lo expedile
compliance?

Sachin Gupla

Expediting compliance will require con-

certed actions by regulators (both cen-
iral and state), lenders and project
developers such that the open issues are
addressed. While Section 62 projecis
cost-plus projects, particularly those
owwned by central secton ||:||!||F'|.'L|Iir|-"»l
have already progressed ahead in terms
of equipment installation (48,580 MW
out of 55,260 MW of capacity under the
central sector is either under imple-
mentation or has been implememed],
the projects under Case | bidding still
require regulatory clarity regarding the
applicability of change in law towards
the recovery of capex on FGLD equip-
ment, Amongst all the types of power
projects, the worst affected are compa-
nies that do not have long-term PPAs or
have a significant portion of merchant
sales in thelr revenue profile. The very
model of such TPPs fully
exposes them to all the risks. Like any
commodity company, they will have o
bear this burden and recover it during

business

market upswings. It would thus be Im
perative for such TPPs 10 make use of
this extension for lunding and imple
menting the FGD capex lest they find
themselves in a tougher position post
the extended timelines

compliance are planning ahead for all
clearances, filr change in law mnilings
anid sirict enforcement of rules. m
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