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MINISTRY OF POWER
RESOLUTION
New Delhi, the 20th October, 2022

Guidelines under Section 63 of the Electricity Act, 2003 for procurement of power on Finance, Own
and Operate (FOO) basis under para B(v) of the SHAKTI Policy

1

I1.1.

1.2.

1.3.

1.4.

L.3.

No. 23/03/2022-R&R.—
Background

In order to allocate the available coal to thermal power plants all over the country, a new policy
guideline was introduced by Ministry of Coal on 22™ May 2017 namely Scheme for Harnessing
and Allocating Koyala Transparently in India (referred as the “SHAKTI Policy”) with the
objective of linking coal based on transparent and objective criteria for the optimal utilization of
the natural resources.

Para B(v) of SHAKTI Policy provides as under:

“Power requirement of group of States can also be aggregated and procurement of such
aggregated power can be made by an agency designated by Ministry of Power or authorized by
such States on the basis of tariff based bidding. Coal linkages will be earmarked for such
agencies by pre-declaring the availability of coal linkage with description, based on which such
agency will undertake tariff based competitive bidding for long-term and medium-term
procurement of power and recommend grant of these linkages to successful bidders. The
methodology in this regard shall be formulated by Ministry of Power.”

Subsequently, Ministry of Power issued an OM No L-2/2018-IPC (Part 4) dated 8.3.2019 on the
subject “Approval of the Government on the recommendations of the Group of Ministers (GoM)
constituted to examine the specific recommendations of High Level Empowered Committee
(HLEC) constituted to address the issue of stressed thermal power projects” and para 2.1 (C) of
the said OM states that :

“The provision of B(v) of the SHAKTI Policy above shall also be applicable in cases where the
nodal agency designated by Ministry of Power aggregates/procures the power requirement for a
group of states even without requisition from such states”

Accordingly, Ministry of Power, vide letter dated 11" May 2022, has conveyed “Methodology of
allocation of coal as per provisions of Para B (v) of SHAKTI policy” to the Ministry of Coal.

Para 3 (h) of the aforesaid methodology, stipulates that on the basis of sources of coal
communicated by the coal companies, the Nodal Agency shall undertake tariff based competitive
bidding for Long-term or Medium-term procurement of power on the basis of guidelines issued by
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6.1

6.2

6.3

the Ministry of Power under Section 63 of the Electricity Act, 2003. These guidelines are being
issued to fulfill this requirement.

Objective

Objective of these guidelines is to facilitate procurement of power on long-term and medium-term
basis by the Nodal Agency through transparent bidding to meet power requirement of group of states
with coal linkage as per para B(v) of the SHAKTI Policy.

Scope of the Guidelines

These guidelines are being issued under the provisions of Section 63 of the Electricity Act, 2003 for
procurement of electricity by States/ distribution licensees (Procurer) for:

(a) long-term procurement of electricity for a period of 12 years to 15 years;

(b) Medium term procurement for a period of up to 7 years but exceeding 1 year.

These Guidelines shall come into effect from the date of publication in the official gazette.
Commencement of Supply

Date of commencement of Supply under the contract shall not be less than 120 days for medium term
contract and not less than 1460 days for long term contract.

The Nodal Agency

The Nodal Agency shall be responsible for conducting the bid process for procurement of power
under para B(v) of the SHAKTI Policy under tariff-based competitive bidding in accordance with
these guidelines.

PFC Consulting Limited, a wholly owned subsidiary of Power Finance Corporation Limited has
been designated as the Nodal Agency by Ministry of Power for the purpose of procurement of
power under para B(v) of SHAKTI Policy. Alternatively, a group of States may also appoint a
Nodal Agency of their choice.

All the prospective Bidders shall be able to participate in the e-Bidding process on making
payment of the requisite fees of Rs. 8000 (Rupees Eight Thousand) per MW plus applicable taxes
as per the Bidding Documents to the Nodal Agency. After completion of the bidding process i.e.
issuance of Letter of Award to Successful Bidder, only Successful Bidder(s) will have to pay the
equivalent charges for the quantum allocated to each Successful Bidder. The balance amount shall
be refunded by the Nodal Agency within seven (7) working days of completion of the bidding
process without any interest. The fees deposited by non-Selected Bidders(s) shall also be refunded
by the Nodal Agency within seven (7) working days of completion of the bidding process i.e.
issuance of Letter of Award to Successful Bidder without any interest.

Preparation for inviting bids

The Nodal Agency shall aggregate the requirement of power of a group of States for medium term
or long term basis in terms of quantum (MW) and duration (period) including the date of
commencement for supply of power. The Nodal Agency may also initiate procurement of long
term or medium term power for group of States based on broad demand assessment on the basis
of consultation with the States.

Based on the quantum and period of power to be procured, the Nodal Agency shall work out the
quantity of domestic coal required on the basis of CEA norms and the estimated commencement
date of supply.

Ministry of Power shall send the request for coal requirement along with duration and estimated
date of commencement of coal supply to the Ministry of Coal for further consideration.
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Sources of coal shall be identified by the Coal India Ltd and /or any of its subsidiary or Singareni
Collieries Company Ltd as per requisition received from the Nodal Agency and letter of intent
shall be issued to the Nodal Agency.

Tariff Structure

For procurement of electricity under these guidelines, the tariff shall be paid and settled for each
payment period (not exceeding one month). A multi-part tariff structure with separate Fixed
Charge and Variable Charge components of tariff shall form the basis for bidding.

Fixed Charge:

Fixed Charge recovery shall be based on actual availability, as per charges quoted by supplier in
Rs/kWh. Full Fixed Charge will be recovered on achievement of normative availability of 85%.
Availability shall be reconciled annually. The bidder shall quote Base Fixed Charge applicable
for the first year after commencement of supply under PPA. The Base Fixed Charge shall be
escalated in subsequent years based on variation in the WPI in accordance with the methodology
prescribed in the PPA.

Variable Charges:

The offer of the Supplier for the Base Year, shall be Rs. ....(Rupees ....) per kWh, [comprising
Rs....(Rupees...) per kWh as the cost of Fuel and Rs....(Rupees....) per kWh as the cost of fuel
transportation]. The “Base Variable Charge” shall be revised in subsequent years based on the
increase in cost of coal notified by the coal companies from time to time and cost of freight
notified by the Railways from time to time in accordance with methodology specified in the
PPA.

The Base Fixed Charge and the Base Variable Charge specified in the bid shall each be at least
35% of the quoted Tariff.

Responsibility for adequacy of GNA, payment of transmission charges and for bearing losses in
respect of inter-state transmission shall be that of the Utility.

Responsibility for arranging access, payment of transmission charges and for bearing losses in
respect of intra-state transmission shall be that of the supplier.

Bidding process

The Nodal Agency shall invite bids from generating companies (herein after referred to as
bidders) and shall request them to quote Base Fixed Charge, Base Variable Charge (Fuel cost
component and Fuel transportation component) separately for one or more sources of coal
identified to meet the aggregate requirement of power indicated by the Nodal Agency.

The Nodal Agency may specify a minimum capacity allowed to be offered by a bidder.

To ensure competitiveness, the minimum number of qualified bidders against each source shall
be at least two. If, in case of a particular source, it is found that only 1 (one) bidder has offered
the bid, the Nodal Agency may cancel the bidding process for such source and shall proceed with
selection of bidders for other sources.

The Nodal Agency shall call for the bids adopting a single stage bidding process to be conducted
through Electronic mode (DEEP e-bidding Portal).

The Bidding Documents including the combined RfQ & RfP (Request for Selection-RfS) and
draft PPA shall be prepared by the Nodal Agency in consonance with these Guidelines. The
quantum, quality and source of coal shall be specified in the RfS.
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The Nodal Agency shall publish the RfS notice on the DEEP e-Bidding Portal, and website of
the Ministry of Power along with its own website and one leading newspaper (PAN INDIA), to
accord wide publicity.

The bidders shall be required to submit separate technical and price bids. The Price bid shall
include offer of total capacity and source wise tariff up to three decimal places. It shall also
specify the minimum capacity that the bidder is willing to accept in case bid evaluation leads to
allocation of capacity lower than that offered by the bidder.

Bidders shall be required to furnish necessary Bid security along with the bids.

The technical bids shall be evaluated to ensure that the bids submitted meet the eligibility criteria
set out in the RfS document on all evaluation parameters. Only the bids that meet the evaluation
criteria set out in the RfS shall be considered for further evaluation on the price bids.

The Nodal Agency shall provide opportunity for pre-bid conference to the prospective bidders,
and shall provide written interpretation of the bid documents to any bidder which shall also be
made available to all other bidders. All the concerned parties shall rely solely on the written
communication. Any clarification or revision to the bidding documents shall be uploaded on the
DEEP e-Bidding portal and website of the Nodal Agency for adequate information. In the event
of the issuance of any revision or amendment of the bidding documents, the bidders shall be
provided a period of at least 7 (seven) days there from, for submission of bids.

9 Bid Evaluation

9.1
9.2

9.3

9.4

9.5

9.6

The bid evaluation shall be done source wise with bucket filling approach.

The list of Shortlisted bidders for consideration of evaluation for a source shall be arrived at by
considering the last bidder whose bid is less than or equal to 110% of Fixed Charge plus fuel
component of Variable charge of the L1 bidder for that source.

The bids shall be evaluated source wise starting with the source with highest quantity of coal. In
case two sources have equal coal quantity, the source having the lowest average price per kWh
quoted by the bidders shall be taken up first. '

The lowest bidder (L1) for a source shall be allocated maximum coal from that source subject to
coal quantity commensurate with the capacity offered by that bidder. Thereafter, if further
quantity of coal is available in that source, the quantity offered by the next lowest bidder after L1
shall be exhausted. This will continue for the remaining bidders until the last Shortlisted Bidder or
the source quantity is exhausted, whichever is earlier.

In case there is a tie between the prices offered by two bidders, the bidder quoting lower Fixed
Charge per kWh shall be selected first.

After completing the entire process, the constraint for minimum offer quantity shall be checked
against all the successful bidders. In case any bidder is allocated a total quantity which is less than
its minimum offered quantity, the allocation to such bidder shall not be considered and aggregate
quantity of power procurement shall get modified to that extent.

10  Allocation of Capacity to Various States:

10.1

The Capacity of each successful bidder shall be allocated amongst various states on proportionate
basis. By way of illustration, if aggregate power requirement is 1000 MW (State A: 500 MW,
State B: 200 MW and State C:300 MW) and there are two successful bidders (B1: 600 MW and
B2: 400 MW), State A will get 300 MW (=600x 500/1000) from B1 and 200 MW (=400 x
500/1000) from B2. Similar, capacity allocations shall be made for each participating state from
each successful bidder.
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10.2 The variable charge for each supplier (i.e. successful bidder) for a month shall be based on
weighted average cost of the coal consumed during that month from allocated linkage coal
sources.

10.3  After execution of PPA, FSA shall be signed between the successful bidders and respective coal
company.

11  Payment Security

Payment security and other related issues shall be dealt with in accordance with the provisions of
Electricity (Late Payment Surcharge and Related Matters) Rules as on the 7 days prior to the last
date of bid submission.

12 Force Majeure
Definition of Force Majeure Events and its consequences shall be incorporated in the PPA.
13 Change in law

The definition and consequences of change in law impacting cost or revenue from the business of
selling electricity to the States/DISCOMs shall be governed in accordance with the provisions of
Electricity (Timely recovery of Costs due to Change in Law) Rules as on 7 days prior to the last date
of bid submission.

14  Bid Evaluation Committee

14.1 The Nodal Agency shall constitute a committee for evaluation of the bids (Evaluation
Committee), with at least three members, including at least one member with expertise in
financial matters and bid evaluation.

14.2 The financial bid shall be rejected if it contains any deviation from the requirements specified in
the bid documents.

15 Arbitration

In case of any dispute regarding PPA or tariff, the same shall be subject to dispute resolution
mechanism, specified in the PPA.

16  Adoption of Tariff

The tariff determined based on these Guidelines and the Model Bidding Documents issued in
consonance with these guidelines shall be adopted by the Appropriate Commission in pursuance
of the provisions of Section 63 of the Electricity Act, 2003.

17  Deviation

Any deviation from the Model Bidding Documents shall be made by the Nodal Agency only with the
prior approval of the Ministry of Power, Government of India. Provided, however, that any project
specific modifications expressly permitted in the Model Bidding Documents shall not be construed
as deviations from the Model Bidding Documents.

18  Time table for Bid process

A suggested time-table for the Single stage bid process is indicated below. The Nodal Agency may
give extended time-frame indicated herein based on the prevailing circumstances and such alterations
shall not be construed to be deviation from these guidelines.

Event Description Date and Time

1. Publication of RfS Zero Date

2. Last date and time for receiving queries on Bidding |10 days from Zero Date
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Document
3. Pre-Bid Meeting 15 days from Zero Date
4. Response to queries latest by the potential bidders 20 days from Zero Date
S. Last date and time of submission of application and |30 days from Zero Date
bid (Bid Due Date)
6. Opening of Application to the extent of only[30 days from Zero Date
qualification requirement
7. Intimation to short-listed and pre-qualified Bidders | Within 7 days of Bid Due Date
for opening of their Bids
8. Opening of Bids of qualified bidders and completion |Within 15 days of Bid Due Date
of bid evaluation process
9. Letter of Award (LoA) [to Selected Bidder(s)] Within 10 days of the completion of bid
evaluation process
10. | Validity of Bids 120 days of Bid Due Date or as may be
mutually extended
11. | Signing of PPAs (between successful bidders and | Within 10 days of award of LoA

procuring Utilities on one to one basis based on
allocated capacity)

HEMANT KUMAR PANDEY, Chief Engineer
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