Power Ministry mulling options to monetise brownfield transmission projects

Rlshl Ranjan Kala
New Delhi

The Power Ministry and the
Central Electricity Authority
will discuss with the Forum
of Regulators to establish a
mechanism to monetise
brownfield transmission
projects with the States.

The development follows
a high-level workshop organ-
ised by the CEA on monet-
ising transmission assets.
Representatives from 24
States and Union Territories
participated in the day-long
deliberations.

Identifying private sector
participation as “critical” in
enhancing power infrastruc-
ture, the workshop emphas-
ised that they should be en-
couraged to invest in the
transmission sector.

The Forum of Regulators
may be approached for guid-
ance on the way to monetise
State transmission projects
that belong to the Regulated
Tariff Mechanism (RTM) as-

set  category, it was
suggested.
Siddartha Ramakanth Ke-

shavadasu, Associate Dir-
ector, Power Sector Advisory
at Nangia & Co, said the
roadmap emphasises pilot-
ing monetisation initiatives,
developing model bidding
documents and exploring
tradable transmission rights
tol.rnpmmngﬂsuon man-
ement and planning.

= Howeverpthc document
lacks operational examples
or pilot case studies to en-
hance stakeholder confid-
ence. Demonstrations be-
fore implementation and
stronger Centre-State co-
ordination are  needed.
While the General Network
Access Regulations have ad-
vanced planning and conges-
tion ment, introdu-
cing tradable physical and
financial transmission rights
could further enhance mar-
ket maturity,” he added.

KEY VALUE DRIVERS

During the workshop, it was
informed that investors have
emphasised on certainty and
transparency around the bid
process and certainty of rev-
enues as key value drivers.
The thrust on monetising

brownfield projects is based
on the rationale that such as-
sets offer a less risky and
more attractive way for
private investment.

It was suggested that as
the bulk of States’ assets be-
long o the regulated assers
category, RTM, which are
controlled by the parent en-
tity's balance sheet and not
under separate SPVs, may re-
quire a scheme of arrange-
ment/demerger and related
formalities.

Away forward to deal with
this issue, the States recom-
mended, was that the Forum
of Regulators, in consulta-
tion with the Ministry/CEA,
develop a process to derive
predictable long term rev-
enue from such assets. The
States also suggested ap-
proaching the Finance Min-
istry for clarity regarding tax
implication on these assets.

To encourage the private
sector, it was suggested that
issues like bid process cer-
tainty, high level prepared-
ness for consultations with
regulators, treatment of pre-
existing litigation related to
transferred assets, treat-

THE WAY FORWARD. The Power Ministry is exploring ways to
attract private sector investments to transmission infrastructure

ment of existing human re-
source and associated costs
directly connected to the
transferred asset and pay-
ment security are critical.

Expected revenues to
private investors should be
predictable through the
monetisation/concession
rerm.

A robust payment security
mechanism at the State level
is the cornerstone for
bankability. On this, the
CEA, in consultation with
Power Ministry, will meet

with the National Invest-

ment and Infrastructure

Fund and selected States.
Besides, high quality tech-

nical, financial and legal dili- .

gence of the assets and in-
formation being made
available to investors at the
bidding stage were other key
recommendations.

The Department of Eco-
nomic Affairs (DEA) will be
consulted on developing a
clear view on any tax implic-
ation in the monetisation
process at the time of demer-

ger or time of Cl'_'!I'IC-ES'?ID]'I
award or the return of assets,

Like New South Wales
(Australia), the States can
consider setting up a ring-
fenced fund for a structured
recycling programme to help
overcome public apprehen-
sion of monetisation and to
leverage funds for new infra-
structure investments.

According to the CEA's
National Electricity Plan
2023-32, about ¥9.16 lakh
crore would be required for
creation of new transmission
infrastructure during 2023-
32, of which more than 30
per cent will be required at
the intra-State level.

The Centre’s view is that
there is limited experience in

monetisation of the trans-

mission sector, but the
States can adapt learnings
from monetisation of other
infrastructure, such as the
toll-operate-transfer model
in highways and non-metro
airports.
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