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NTPC gets 11 Overseas Bids for Hydro Project

National Thermal Power Corporation has received 13 bids,
including 11 from overseas, to construct a main dam for its 800
mw hydro-power project at Koldam in Himachal Pradesh.
Nishimatsu Construction of Japan, Daelim Industrial Co of South
Korea, China Anneng Construction Corp, Subir Dam and Water
Works Construction of Iran and MAPA Construction and Trade
Inc of Turkey are among the bidders. Delhi-based JP Industries,
Progressive Construction of Hyderabad and Hindustan
Construction, Mumbai are also participating in the bidding
process.

BHEL, NTPC Join Hands for Power Projects

The two public sector majors, Bharat Heavy Electricals Ltd
(BHEL) and National Thermal Power Corporation (NTPC) have
joined hands to take up running and maintenance of power
plants, engineering, procurement and construction (EPC) and
other jobs in upcoming power projects where the promoter
companies are not interested. They will also take up other
peripheral activities such as township maintenance in such
contracts.

To this effect, a memorandum of understanding (MoU) for
promoting a joint venture company has been signed between
the two companies. According to an NTPC statement, the joint
venture will have a 50:50 equity participation as well as equal
representation on its board from NTPC and BHEL. While the
Chairman of the joint venture company will be from one of the
companies, the Chief Executive Officer will be from the other,
on a rotational basis. The relationship is poised to leverage the
core strengths of both for venturing into the untapped activities
in the power sector, including non-core activities. The new
venture will also take up various other activities in the work
places/establishments/townships of BHEL and NTPC, to start
with. Subsequently, such activities will also be taken up in
other public as well as private sector enterprises.
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KSEB Banking on Hydel Power for Future

New domestic hydel projects and higher quantum of power
from the central pool figure prominently in the agenda for future
of the Kerala State Electricity Board (KSEB). KSEB does not
envisage any addition to the domestic thermal sector in the
near future despite the expansion of the Kayamkulam project
of the National Thermal Power Corporation.

The reform initiatives of the board have laid stress on hydel
projects development, power from the Central sector, private
participation in generation projects and modernisation and
upgradation of existing plants as the measures to be adopted
for ensuring higher availability of power in the future.

Currently, out of the total installed capacity of 2601 mw in the
state, the KSEB-owned hydel projects account for as much
as 1795 mw. A number of hydel projects totalling 26.85 mw,
are expected to be commissioned during the current year.

The board has also revived works on three projects that had
been held up at various stages. Some of the major hydel projects
in the pipeline include Athirappaly (163 mw), Kuttiadi additional
extension (100 mw), Thottiyar (70 mw) and Pallivasal extension
(60 mw). These and other new hydel projects are envisaged to
add a total of 552 mw to the state’s installed capacity.

The board has also identified small hydel projects as additional
sources. Sixty one such projects have been readied for allotment
to independent power producers and for captive generation
through competitive bidding process. The combined capacity
of the projects is 161 mw.

Ambitious Plan to Add 1500 MW to National
Power Grid

Jhakri/Nathpa in the state of Himachal Pradesh is home to the
most ambitious underground hydro-electric power project in
India. Over the past decade engineers and workers have
constructed a massive infrastructure consisting of four de-silting
chambers, each half a kilometre long, 16 metres wide and 27
metres deep, a 27 km long, 10.5 metre wide head race tunnel
to carry the water to the generators, a 300 metre deep surge
shaft and an underground power house with six turbines the
size of a football field.

The “Nathpa Jhakri Hydro-electric Power Project”, which has
seen international participation in many forms, will add 1500
mw of power to the national grid when completed. The first two
turbines, generating 500 mw of power are slated to start working
soon. The entire project is expected to be completed by early
next year.
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RPG Moots 500 MW Plant in West Bengal

The RPG Group has proposed a 500 mw thermal power plant
in West Bengal after re-examining the prospects of creating
additional generation capacity. Currently, the group’s flagship
company, CESC, generates about 1065 mw power. The
groundwork for the new project, with an investment of Rs 15
bn-20 bn is expected to begin soon.

The group has as yet not decided whether the additional
capacity created would be through the proposed 500 mw
Balagarh project of the group, or a green field unit. The favourable
tariff revision has been stated as the reason behind the group’s
decision to embark on fresh investment in the sector. Earlier,
the group had shelved the Balagarh project temporarily due to
afunds crunch.

Hydel Power Projects Inaugurated

The 220/400 kV step-up station, the 400 kV double circuit
transmission line from Talaguppa to Nelamangala, and the 400/
220 kV receiving station at Nelamangala, have been inaugurated
in Karnataka and are expected to ensure the supply of quality
power as well as to save 414.88 mu. worth Rs. 829.8 mn a
year.

The receiving station, which is the fourth in the state, will step
up 220 kV power received from the Sharavathi Hydel Project,
the Sharavathi Tail Race Hydel Project at Gerusoppa and the
SRS power network in Hubli into 400 kV using 2x315 converters
and transmit it to the 400 kV receiving station at Nelamangala
through the 400 kV double power line covering 351 km. With
this, the pressure on power distribution centres in Bangalore
urban and Bangalore rural areas is expected to come down
considerably.

As many as 960 power towers have been erected along the
power line between Talaguppa and Nelamangala. While the
laying of the power line was completed in 2001, the construction
of the power station at Talaguppa was completed in March this
year. The power station, which has a computerised control
system, can locate power breakdown points accurately.

The future plan involves the laying of three more 220 kV lines
from the Sharavathi Hydel Project in addition to the existing
220 kV line and converting them into 400 kV before transmitting
power to the power station at Nelamangala with a view to utilising
the installed capacity of the receiving station at Talaguppa to
the full extent. Moreover, it is also proposed to adopt 315 MVA
additional converters to manage emergency situations.

Power Grid MoU with China’s State Grid Corp

Power Grid Corporation of India has signed a MoU with China’s
State Grid Corporation for identifying specific areas of
cooperation and assistance. The MoU will enable both
participants to share experiences in various areas of
transmission, planning, design, operation and maintenance of
large integrated transmission grid. Both the utilities have had
in-house capabilities in various facets of transmission planning
and are in the process of adopting new transmission
technologies to meet their future requirements.

NLC, TNEB Sign MoU For 1000 MW
Tuticorin Project

The Tamil Nadu Electricity Board (TNEB) and Neyveli Lignite
Corporation (NLC) have signed a memorandum of
understanding (MoU) for the Rs 40 bn, 1000 mw coal-based
thermal power project to be set up at Tuticorin as a joint venture.
NLC and TNEB will have an equity ratio of 89:11 in the project,
which is expected to be commissioned in 2007-08. The entire
power to be generated by this project would be available to the
Tamil Nadu grid and this will speed up the industrialisation of
the southern districts. In July 2002, TNEB had also signed an
agreement with the National Thermal Power Corproation (NTPC)
for setting up a 1000 mw project in north Chennai at an
investment of Rs 50 bn.

Gridco to Hawk 100 MW Surplus Power
Through Third Party

After introduction of Availability Based Tariff (ABT) from April,
the Grid Corporation of Orissa (Gridco) has surplus power at
its disposal as the utility is forced to draw its full share quota
from the eastern grid. Gridco has thus appointed Delhi based
Koyela Energy Resources Private Ltd (KERPL) as its marketing
agent to hawk 100 mw of surplus power out side the state. As
per the arrangement with KERPL, which was selected through
a bidding process, the latter will buy surplus power from Gridco
and sell it to any state electricity board or other consumer at
its own terms and condition. Gridco has now decided to sell
surplus power through a third party with certain safety clauses
to recover the dues.

The proposed agreement with KERPL stipulates that the
company will open a revolving letter of credit for three weeks
and provide bank guarantee for two weeks. Besides, the Delhi
based company will make payments to Gridco against power
purchased on a weekly basis. Gridco’s board has endorsed
the conditions of sale of surplus power through the third party.
Initially, KERPL will be appointed for a period of three months
and the renewal of the contract will be subject to satisfactory
performance.

Lenders Discuss Dabhol Asset Sale

IDBI-led lenders to Dabhol Power Company (DPC) have started
talks with the potential buyers on how to structure the bidding
process. Rothschild, the financial advisor appointed by the
lenders has come up with a draft blueprint for the sale of the
project, which includes the 2184 mw power project as well as
a 5 mn tonne LNG import terminal.

Top officials from IDBI-led consortium have been meeting officials
in the power and finance ministries. The government has advised
them to go ahead with the sale of assets and suggested they
treat the issue as a commercial one rather than a political one.

The move is a departure from the lender’s earlier approach,
which involved selling Enron’s equity stake of 65% in the project.
The other stakeholders are MSEB (15%), Bechtel (10%) and
GE (10%). An earlier international bidding process had drawn
several interested parties, who had subsequently called it off
following legal and commercial issues.
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Oil Companies Keen on IPOs

Indian oil majors are ready for the offloading equity in the Indian
capital markets. The Indian Oil Corporation (IOC) has already
put in a formal proposal to disinvest its shareholding in the Qil
and Natural Gas Corporation (ONGC), which had been acquired
during the ONGC disinvestment two years ago. ONGC, which
made a record net profit of Rs 100 bn in 2002-03, has sounded
out the Petroleum Ministry for tapping the domestic market
through a public issue.

Although the Disinvestment Ministry has emphasised that a
strong strategic partner is important for the success of an IPO
like in the case of Maruti, the two Navaratna companies have
their own strengths. The I0C is in the Fortune 500 list and as
a retailer of motor spirit and diesel as well as LPG, it has high
brand equity in the market. ONGC is well known as the largest
oil producing and exploration company.

At the same time, divesting Government equity in these two
blue chip companies may not be considered favourably
immediately. Firstly, the strategic nature of the oil sector has
come under scrutiny during the controversy over the relatively
smaller oil refining companies, Hindustan Petroleum
Corporation Limited (HPCL) and Bharat Petroleum Corporation
Limited (BPCL). Itis therefore difficult to envisage easy clearance
being given for dilution of Government equity in these two
companies that have been deliberately kept out of the
disinvestment process. Secondly, the Disinvestment Ministry
has prepared its own road map for the privatisation process. It
is bound to be more keen to go ahead with companies such as
National Aluminium Company (NALCO) and BPCL rather than
allow the oil sector giants to enter the capital markets at this
stage.

Consultancy JV Set to be Dissolved

ONGC is planning to dissolve its consultancy joint venture
ONGIO, a joint venture between ONGC and IndianOil. The
company had been formed to offer training, consultancy and
services in the hydrocarbon sector, both upstream and
downstream. However, with IndianOil now making upstream
forays in India and abroad and ONGC entering petroleum refining
and marketing with the acquisition of Mangalore Refineries
(MRPL), ONGIO has overlapping roles with its promoting
ocmpanies. It has been unable to justify its existence and with
both its promoters are bidding against it in international tenders,
ONGIO role has been reduced to to conducting seminars in
India and the Middle East.

HPCL for Role in IOC-Adani Venture

State-owned Hindustan Petroleum Corporation Ltd (HPCL),
slated for disinvestment, has approached IndianOil Corporation
and private sector ports infrastructure major, the Adani Group,
for joining their venture for a Rs 3 bn crude import terminal at
Mundra portin Gujarat. HPCL wants to share the import terminal
for bringing in crude for their refinery at Bhatinda, Punjab. The
completion of the refinery is estimated to cost Rs 90 bn. I0C
has entered into a 30-year tie-up with the Adani Group for building
a single bouy mooring that can unload crude from large carriers.

Cairn Energy to Sell Two Oil Blocks

Cairn Energy of the United Kingdom has offered to sell its stake
in two oil and gas blocks in the Krishna Godavari basin to
ONGC. Cairn has offered to sell its 85% stake in blocks KG-
DWN-98/2 and KG-OS/6 for $100 mn and a 15% interest in
two blocks which ONGC won under the New Exploration
Licensing Policy (NELP) rounds. Rejecting ONGC'’s about $200
mn non-binding bid for its two KG basin blocks and CB-OS/2
block in Cambay basin, the Scottish explorer has given ONGC
time till July 15 to respond to its offer.

Cairn, however, has decided to withdraw CB-OS/2 block, where
five oil and gas discoveries have been made to date, from its
offer for sale. The company has 100% stake in KG-DWN-98/2
deep-sea block that lies adjacent to Reliance Industries’ gigantic
gas find, while it has 50% stake in KG-OS/6. Videocon
Petroleum holds the remaining stake in the block. ONGC is
considering the latest Cairn offer and is expected to decide
upon it soon.

Andhra Pradesh to Set Up Body to Export

Natural Gas
The AP government has given the green signal to set up the
AP Natural Gas Development Council to exploit the natural
gas found recently by Reliance and Cairns off the east coast of
the state. This was among a host of other decisions taken by
the state cabinet, including an approval to a draft ordinance
amending the AP Electricity Act, enabling the levy of electricity
duty of 25 paise per KWhr on captive power generation and
consumption. The council is being formed as per the
recommendations of the three-member committee, headed by
TL Shankar. The cabinet has approved all the recommendations
of the committee - this includes constituting a task force for
creating Hydro Carbon Highway for transporting the gas through
the trunk pipeline. This will create adequate infrastructure to
enable the gas to economically reach all points of consumption.

Oil, Gas Reserve Struck in Dholka

A consortium of Gujarat State Petroleum Corporation (GSPC)
and Gas Authority of India Limited (GAIL) has struck a major
oil and gas reserve in Ahmedabad district's Dholka region. The
drill stem testing (DST) data concerning the flow of oil and gas
is currently under evaluation and GSPC, a state government
undertaking, will soon announce details regarding the
commercial viability of the find from the first exploratory well
being drilled in Ahmedabad block. The reserve has been struck
at Igoli village, 82 kms from Ahmedabad. GSPC is exploring
the flow of oil and gas from various depths. Currently, it is drilling
at a depth of 1750 metres and plans to stop after reaching
2000 metres within a month. Work on the Ahmedabad block
began after a thorough Rs 500 mn survey by the French
company, CGG. Encouraged by the find, the GSPC will soon
start drilling seven other wells in the region. The cost of drilling
at each field comes to Rs 50 mn.

So far, the GSPC has discovered oil and gas at 12 different
fields and is currently involved in exploration at six others -
Tarapur, Palej, Ahmedabad, two fields in Mumbai off-shore and
Krishna-Godavari.
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Indian Telecom Equipment Market Grows 10%

The ‘8th National Telecom Survey Report’, (V&D100 - 2003),
has estimated that the total value of communications equipment
and software sold during the 2002-03 fiscal was Rs 282.38 bn.
This includes networking equipment sold to SME segment,
telecom infrastructure sold to service providers and operators,
and telecom software exports. This marks a growth of almost
10% over fiscal 2001-02, when the market size was Rs 257.06
bn. In the previous year (2001-02), the industry had grown by
21%.

V&D100, the annual report on Indian communication equipment
and services, has covered 26 categories of equipment, including
wireless LAN, Broadband Equipment, Network Management
and Security, OSS/BSS, VolP Switches, CMTS, GSM/CDMA
handsets and Test & Measurement equipment. As per V&D 100
estimates, equipment contributed 70% of the Rs 282.38 bn
last year. Software exports contributed 19% and the remaining
11% came from turnkey services. Within products, 53% came
from sales to operators, 17% from sales to SME users and
8% came from sales of GSM and CDMA handsets. Overall
Lucent was the largest equipment vendor with a sales of Rs
20.15bn. In the Enterprise Network Equipment category, Cisco
was the largest supplier.

Pre-paid Cellular Services on a Roll Post-lUC

The cellular services market in India has 14.1 mn subscribers
and is growing at a healthy rate. During May, almost 850,000
new subscribers signed up with various service providers across
the country. Significantly, around 80% of new subscribers today
are in the pre-paid category. At this stage, the break-up between
pre-paid and post-paid is in the ratio of 65:35. Industry players
are of the view that movement towards pre-paid is an
international trend.

With the Interconnect Usage Charge (IUC) coming into force
from May 1, incoming calls for cellular users are today free.
This has given a tremendous fillip to the industry and this
explains the large number of additions each month. Pre-paid’s
offer the subscriber more control on his expenses and with
incoming calls becoming free, a user does not have to refill the
card if he has to receive calls

Telecom Launches Rural Phone

The Rural Telecom Foundation(RTF), which began
experimenting with subsidised rural telephony in Andhra Pradesh
a year ago, unveiled an affordable yet non-subsidised phone
for mass use. Labelled “GramPhone”, it is a modified version
of “partyline’ phone where one main phone has many
extensions. By letting multiple users share the line as well as
rental, the scheme claims to address both the need to reduce
BSNL’s subsidy bill as well as make phones affordable to poor
villagers. According to RTF estimates, BSNL would be able to
increase its annual revenue by Rs. 40 bn while removing its
rural subsidy burden, if the scheme is adopted all over the
country. A three-member team had been appointed, by the
telecom ministry to report on the feasibility of this concept for
all the 25,000 rural telephone exchanges in the country.

Cellular Tariffs Set to Go Up

With cellular operators agreeing to contribute a certain amount
to the Acess Deficit charge(ADC), cellular phone users are
likely to be hit by an upward tariff revision in near future. In a
meeting with the Telecom Regulatory Authority of India
representatives, leading operators agreed to contribute to the
ADC account in order to reduce the burden on VSNL, which is
incurring losses estimated to be around Rs 130 bn.

Cellular operators have informally disclosed that they would
have to pass on the additional burden of ADC on to the users.
The ADC for international long distance calls is much higher
than the maximum ADC for national long distance calls because
of illegal diversion of incoming international calls to grey
markets.

Bharti Cellular Buys Telia Stake

Bharti Tele-Ventures Ltd’s (BTVL) subsidiary Bharti Cellular
Ltd has increased its equity stake in Bharti Mobile Ltd, from
the existing 74% to 100% by virtue of acquisition of 26% equity
stake held by Telia A B Sweden. After this acquisition, the
company has become a wholly owned subsidiary of Bharti
Cellular. The stake is said to have been acquired for
approximately $60 mn. With this acquisition, BTVL has
complete ownership in all its operating companies with the
exception of a 4.7% stake owned by DSS Enterprises in Bharti
Mobinet.

OECD Stresses on Regulatory Framework
for Telecom

Regulatory framework to bolster a competitive market is the
mainstay of the telecom policy of the Organisation for Economic
Co-operation and Development (OECD). According to the latest
OECD Communication Outlook, a return to a healthier telecom
industry will depend on continued market growth and investment,
which in turn depends upon persistent efforts made by telecom
regulators to enhance conditions of market access.

OECD contends that policies aimed at facilitating
interconnection, including reducing interconnection charges,
easing market entry requirements, enhancing access through
unbundling and reducing market power of dominant carriers
remain important. These would help in improving conditions of
competition and help maintain the trend in decreasing prices,
which has been occurring since the early days of market
liberalisation

The OECD report maintains that interconnection remains an
important issue preoccupying regulators. The last several years
have seen increased concern about fixed to mobile
interconnection where mobile operators terminating calls are
viewed as having a bottleneck position.

In a number of OECD countries, rates for terminating calls on
mobile networks have steadily decreased in the last several
years. The report refers to a number of initiatives have been
taken by regulators to put further pressure on mobile termination
charges. The OECD report emphasises that liberalisation has
been fundamental in the growth of the telecom sector.
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BSNL’s Goodies for GSM, WLL Users

BSNL has offered a novel scheme to its cellphone customers:
“buy-one-get-one-free” on its post-paid mobile services CellOne.
The scheme, which includes a free talk time worth Rs 200, is
currently limited to the southern state of Andhra Pradesh, but
will be rolled out in the other circles in due course.

BSNL currently has 3.1 mn GSM subscribers and is targeting
to reach 5 mn figure by next year. The company has finalised
equipment orders for another 2 mn lines, which will be in place
by end of September. The company has also announced four
options for handset ownership for BSNL’'s WLL service where
the customer can either own the equipment on outright
purchase, or own on payment of 25 instalments of Rs 200
each. Alternatively, the customer could also own it on payment
of just the insurance premia of Rs 25, but on the undertaking of
remaining with the service for at least one year. The fourth
option of not owning the handset is available on the payment of
a security deposit of Rs 5000 which is the cost of the handset.

By the end of the year, BSNL hopes to provide connectivity to
all the villages in the country through a mix of services
comprising GSM, WLL and even satellite phones in 11,000
villages. The company is getting into arrangement with other
companies and state governments for providing total networking
solutions and signing up service level agreements with major
corporates in the country. Talks are currently on with the state
governments of Andhra Pradesh, Maharashtra, Haryana,
Karnataka and Punjab for the networking solutions contracts.

Indiatimes, Idea in Strategic Tie-up

Idea Cellular has entered into a strategic tie-up with Indiatimes,
the country’s largest content provider and a division of The
Times of India Group. With this tie-up, Idea customers will now
be able to access customised content, including new headlines
through the short messaging (SMS) and multimedia messaging
services (MMS).

With margins in the cellular business shrinking, value-added
services are expected to play a key role in the cellular activity.
The partnership is expected to create the country’s largest
repository of content across the data media like SMS, MMS
and interactive voice response (IVR) in the most convenient
user-friendly format. The partnership will focus on three areas -
SMS, MMS and IVR. In the SMS category, Indiatimes will offer
complete content on SIM toolkit. The programme is menu-
driven and users can access information by following the menu
without having to remember any key words.

The look and feel of the SIM toolkit will be same across all the
circles of Idea Cellular. In the MMS category, the tie-up will
facilitate community audio-visual messaging and would take
the MMS further by offering streaming content instead of static
picture cards. The IVR service will provide content on a call
from the customers. Currently value-added services contribute
3% of Idea’s net voice revenues. The company is hoping to
take this up to 10% in the near future.

MTNL Set to Provide Broadband in Delhi

The Mahanagar Telephone Nigam Ltd(MTNL) is planning to offer
broadband services such as TV-on-demand, entertainment and
education services through its broadband network in Delhi. It
has already set up state-of-the-art optical fibre network in a
number of housing societies and commercial buildings. MTNL
has modernised its network in Delhi over the last two years
and replaced old paper insulated cable with optical fibre cable
in a number of places. It has set up more than 3000 kms of
OFC in Delhi and installed digital line carriers (DLCs) in a large
part of its network. The company has already launched
broadband on its CDMA based mobile services. It has setup a
network of a capacity of 100,000 lines on CDMA 1X network.
MTNL has also launched ADSL services on a pilot project basis
and plans to expand its services soon. The company has
replaced a large number of E10B switches with the latest digital
switches, which has improved service quality. In some areas
where it is difficult to lay wires, MTNL is providing services
through an indigenously developed wireless technology called
corDECT.

Tata Tele Charts Wi-Fi Roadmap

Tata Teleservices is planning to invest Rs 100 mn over the next
10-15 months to roll out Wi-Fi (wireless fidelity) services across
the country. The company expects to have around 200 public
Wi-Fi hotspots in place within this period, which will be located
mainly at hotels, airports and commercial outlets.

The Wi-Fi initiative is being executed by four Tata group
companies. Tata Infotech will be bringing in its systems
integrator expertise to set up the back-end infrastructure, while
Tata Teleservices will be responsible for marketing and sales.
Tata Internet will provide VSAT connectivity wherever the Tata
group does not have a network and VSNL will bring in internet
bandwidth to enable connectivity. As part of the first leg of the
roll-out, the company has entered into a tie-up with Barista
Coffee and the service will be available at the 10 Barista outlets
in Mumbai by early July. While Tata Teleservices will undertake
all the capital expenditure required for rolling out the
infrastructure, the two parties will share revenues on surfing
charges at these outlets.

Rural Telephony Update

Four of the five private basic operators have failed to adhere to
the deadline set by the DoT for fulfilling their rural telephony
obligations. Except for HFCL Infotel Ltd in Punjab, the remaining
- Reliance Telecom, Tata Teleservices Ltd, Bharti Telenet and
Shyam Telecom have not been able to cover the stipulated
50% of the uncovered villages in their service areas by the
end-June deadline. The DoT had stated that this was the last
time it had granted extension, so that the December 30th
deadline could be met. While they are not likely to manage by
end-December, the operators are now confident they would
come close to fulfilling the targets.Reliance has set up 4000
VPTs in Gujarat, Tata Teleservices has set up 3000 VPTs in
Andhra Pradesh and 2000 VPTs in Maharashtra. Bharti and
Shyam Telecom have provided 1000 VPTs in Madhya Pradesh
and Rajasthan.
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LIC, Hudco, NABARD Tapped for Rural
Roads

Negotiations are on with Life Insurance Corporation of India
(LIC), Housing and Urban Development Corporation (Hudco)
and National Bank for Agriculture and Rural Development
(NABARD) for extending long-term lines of credit for
construction of rural roads under the Pradhan Mantri Gram
Sadak Yojana (PMGSY).

With private contractors not coming forward for construction of
rural roads in Bihar, the concerned ministry had decided to
sign a MoU with the state government with technical assistance
from Rail India Technical and Economic Services. For the target
of all-weather road connectivity to over 160,000 rural habitations,
an estimated Rs 600 bn was required. The ministry has taken
steps to arrange additional funding, apart from government
support from the cess on diesel.

Rural road works in Madhya Pradesh and Chhattisgarh are
being covered under the $500 mn Asian Development Bank
project in the first stage. The World Bank is likely to provide
funds worth $300 mn for rural road works in Uttar Pradesh,
Rajasthan, Jharkhand and Himachal Pradesh in 2003-04.

Pilot projects for construction of rural roads by using fly ash
and bitumen have already been undertaken in collaboration
with Central Roads Research Institute.

Electric Trolley Buses to Hit Delhi Roads
Soon

The Delhi Government is ready to introduce the Electric Trolley
Bus (ETB) system between the Hari Nagar clock tower and
Central Secretariat. It has constituted a committee to examine
the feasibility report submitted by Bharat Heavy Electrical
Limited. A detailed draft will soon be brought before the Cabinet
for clearance. The ETB stretch between Hari Nagar and Central
Secretariat will be the first one of its kind and will cover a
distance of 16 km. The Rs 747.8 bn, project is expected to
become operational in nine months.

Fares for ETBs are expected to be the the same as for DTC
buses. In the first year of operation the revenue generation is
expected to be Rs 540 mn and the running cost will be Rs 290
mn. The operating cost will depend on the electricity tariff which
will constitute 70% of the expenditure. As per a BHEL report,
ETB will be economical for commuters. It expects 75% of the
bus passengers on the route to shift to ETB as compared to
the 12% shift from car, two-wheeler or auto-rickshaw users.
ETB users are expected to save 15-20% travelling time.

WB Clears $348m Loan for TN Rroads

The World Bank has approved a $348 mn loan to help improve
the quality, capacity and safety of the road network in Tamil
Nadu. The project will enhance the quality of about 750 km of
roads in Tamil Nadu’s core network with proper management
of social and environmental impacts. The project will deliver
major maintenance on about 2000 km of road and improve the
management of the network through public-private partnerships.

Railways for 50% Stake in SPV

The Railways may contribute an equity of 50% or Rs 15 bn in
the newly-formed Rail Vikas Nigam Ltd, the special purpose
vehicle (SPV) created for investing in projects under the Golden
Quadrilateral programme. The rest of the equity is expected to
come from multilateral institutions like the Asian Development
Bank and the World Bank.

The Asian Development Bank has committed $313.6 mn for
some of the projects. The World Bank support is also expected
to be above $100 mn. In addition to its equity base of Rs 30 bn,
the Rail Vikas Nigam will raise debt funds of about Rs 50 bn
from the market to finance the projects. The Infrastructure
Development Finance Company has been approached to
develop a viable financing model for the projects, similar to the
build-operate-transfer and the annuity models developed for the
road projects. This is expected to minimise the need to provide
comfort letters to contractors.

The Railways have, however, decided not to follow the costly
investment model of the Indian Railway Finance Corporation. It
expects private participation in the projects to get off the block
by the next fiscal. The Railways have launched an ambitious
programme to augment the capacity of its network between
Delhi, Mumbai, Kolkata and Chennai. The project, to be
completed in five years, will include the laying of additional rail
lines at various points to ease traffic snarls. Under the National
Rail Vikas Yojana, the Railways are investing a total of up to
Rs 150 bn in improving port connectivity, the Golden
Quadrilateral programme and building four railway bridges.

Indian Railways’ JV with NTPC for Power

Indian Railways (IR) have decided to source most of its power
from the newly-christened Rail Bijlee Company (RBCL), a JV
with NTPC to generate 1000 mw. This is expected to save IR
Rs 20 bn-25 bn every year. SEBs charge an average rate of Rs
4.50 per unit for the roughly 8365.46 mn KWh of power
purchased by the railways, giving them a bill of Rs 63 bn. RBCL
is expected to produce power priced at Rs 2-2.35 per unit.
RBCL is waiting for final Cabinet approval before starting work
on its generating units at Nabinagar, Bihar. The Cabinet has
already approved the name of the company and 12 other major
clearances are also in place.

RBCL will have an equity of Rs 15 bn, with the railways holding
51% and NTPC 49%. Railway sources say the rate of return
on equity could be around 16%. An additional Rs 30 bn will be
raised through market borrowings and bonds. RBCL will build
four units, each with 250 mw capacity. The first unit is expected
to start producing power within 33 months. Project completion
is scheduled within 36 months of obtaining final Cabinet
clearance.

RBCL has reached an agreement with Power Grid Corporation
of India (PGCIL) to wheel power at 0.50 paise per unit, while
generation is expected to cost below Rs 2 per unit. Power
from RBCL will therefore cost Rs 2.36 or less depending on
the load factor, compared to SEBs’ average rate of Rs 4.50 per
unit.
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Plan to Upgrade Delhi, Mumbai Airports
Delayed

The upgradation of the Mumbai and Delhi airports has hit
another roadblock with the finance ministry turning down the
ministry of civil aviation’s proposal to re-design the two airports
without involving the joint venture or lease partners. The finance
ministry is of the opinion that it would be difficult to attract
joint venture partners if they were given no say in the design of
the airports. Nonetheless, the civil aviation ministry has been
asked to continue with the process of selection of the
architects.

However, no decision about adopting the joint venture route or
leasing route has so far been taken. The ministry expects to
adopt the leasing option if the Rajya Sabha passes the Airports
Authority of India Amendment Bill in the monsoon session as
this Act has an enabling provision facilitating the leasing option
for airports. At present, the AAl is working on shortlisting
international architects for the two airports. The AAI has
received expressions of interest from at least 17 consultants,
including Jones Lang LaSalle, Hochtief AirPort, Lufthansa
Consulting, Airport Consulting Vienna.

Container Freight Rates Rise

Container freight across all sectors are on the rise. After a
drop of almost 40% in container freight charges during the
last three years, container rates under the India-Pakistan-
Bangladesh-Ceylon Conference (IBCC) have moved up by
about $150-250 for all container sizes during the last four
months. During May, IBCC had announced increases in
container rates with effect from June 1, by $150 and 200
respectively for 20 and 40 feet containers respectively plying
from UK, Scandinavian and Mediterranean ports to India,
Pakistan and Bangladesh. A similar increase by $150 per
TEU was announced for containers from Mumbai, Kandla,
Karachi, including other ports within this range to UK,
Scandinavian and West Mediterranean ports. During June,
IBCC added $250 per TEU (twenty foot equivalent) to existing
freight rates from Cochin, Chennai, Tuticorin, Kolkata, Haldia
- Bangladesh, Sri Lanka to UK, Scandinavian and
Mediterranean ports. The latest BAF increase to the tune of $
80 per TEU and 23% on freight for bulk cargo will be applicable
from August 1.

P&O Ports Pact With Concor

P&O Ports Pvt Ltd and the public sector company Container
Corporation of India Ltd have decided to improve the quality
and frequency of rail connectivity between Concor’s inland
container depot (ICD) network and the container terminals
managed by P&O Ports at Nhava Sheva in JNPT, Chennai
and Mundra ports. Concor and P&O Ports have signed a MoU
to guarantee fixed handling time for container trains at the
ports with a system of penalties and rewards to improve
efficiency levels. As per the MoU, both the parties would strive
for greater synergy in their operations to provide improved
services for container movements between the hinterland and
the gateway ports.

Shipping Lines Plan Congestion Surcharge

India’s largest container port, the Jawaharlal Nehru Port, is
experiencing congestion with the P&O Ports-run Nhava Sheva
International Container Terminal (NSICT) closing its export gate
once again. After NSICT could not load containers on a US-
bound ship, it berthed at the nearby container terminal operated
by the landlord port. Shipping lines are now planning a
congestion surcharge for the terminal, as the congestion is
taking a toll on Indian exports for the pre-Christmas season.

The four shipping lines under the IndAmEx Consortium have
decided to shift their India-US east coast service from NSICT
to JN Port’s container terminal with immediate effect. The
vessel ‘IndAmEx Delaware’ is currently berthed at JNPT’s
terminal. The lines — CMA, Contship Containerlines, Shipping
Corporation of India, and APL decided to move after they found
it difficult to work with an ‘inflexible time window provided by
NSICT, at a time when India-US trade is booming.

NSICT is reported to be chaotic. Even vessels with fixed weekly
windows are berthed with a delay of almost a day. NSICT is
now squeezing the window period arbitrarily, in an effort to
bring back normalcy. Shipping lines and their agents, under
Container Shipping Lines Association (CSLA) and Mumbai
and Nhava Sheva Ship-agents’ Association (MANSA), have
decided to clamp a congestion surcharge on each container
loaded and unloaded at NSICT. While the quantum of the
surcharge is yet to be decided, it would depend on several
factors including the detention of vessels, cargo shut-out and
loss to the shipping lines.

Plan to Upgrade Madurai, Coimbatore and
Tiruchi Airports

The National Airports Division of Airports Authority of India
has drawn up an ambitious plan to upgrade airports in Madurai,
Tiruchi, and Coimbatore to handle widebodied jetliners,
including Airbus-300s and Airbus-320s, without any payload
penalty. 50 acres of land have been acquired in Tiruchi for
expansion of its runway to 7500 feet. The upgradation also
covers re-carpeting the existing runway and strengthening the
apron area.

Apart from improving the facilities in the operational area, the
passenger terminal building will be re-modelled, an
airconditioning system provided and the building will be
expanded to accommodate more passengers. For Madurai,
land acquisition process is on and Rs. 30 mn has already
been deposited with the state government. The terminal building
has recently been modified and the arrival hall expanded to
accommodate increased volume of passenger traffic.

In Coimbatore, acquisition of land is under way to extend the
runway to 10,000 feet. A proposal to augment the cargo
capacity in Coimbatore airport by extending the warehouse is
also on the cards. To provide modern navigational aids, an
instrument landing system (ILS) antenna will be installed in
Madurai and the one in Tiruchi will be replaced.
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Orissa Row on Water Projects

The state government of Orissa has been forced to rephrase
its water policy draft, which had stated that there would be
“participation of private parties for development and management
of water resources”. The policy draft, which came up for
discussion, stated the private participation entails “building,
owning, operating and leasing and transferring” of water
resources. This was objected to by many members of the
opposition as well as the ruling party. With opposition to the
draft growing, the state government has said that the clause
would be reworded. The final draft is expected to be placed
before the state Cabinet for approval in a month.

McKinsey Wants Mumbai FSl to be
Liberalised

International consultant, McKinsey, wants the Maharashtra
government to liberalise the floor space index (FSI) restrictions
in Mumbai to kick start overall development. The consultant
made this recommendation in a plan for the city upto 2013.
Bombay First, an initiative of the Bombay Chamber of
Commerce and Industry and other agencies had engaged
McKinsey to prepare a vision statement for the city.

The initiative, being supported by the BMC, the state
government and the Mumbai Metropolitan Regional
Development Authority, is aimed at making the city more
liveable.

The report, which will be submitted in a couple of weeks, relates
the decline of the state’s economy with Mumbai’s downfall.
The city’s gross domestic product in the last four years has
been growing at 2.5%, which is lower than the average of 4.4%,
it states. The report suggests ways to make the city’s
economy grow by 8-10% to make it “globally competitive.”

The consultant wants the state government to focus mainly
on two areas, housing and transport. McKinsey wants the
state to be liberal in granting FSI. A World Bank team had
also recently suggested the same. The report recommends
stable East-West corridors to connect the city and to improve
transport. In the current scenario, the city can no longer support
industry. So city planners need to look at hinterland areas
under MMRDA. The nodal development agency, MMRDA, sits
over a huge area upto Neral-Matheran on the central side and
upto Uran on the western. Along with this, the city needs to
develop itself as a major international financial centre.

Government’s Waste Policy

The Union environment ministry’s new rules on hazardous
waste have been described by critics as too complex a
“textbook” to tackle the mounting waste in areas as diverse
as pharmaceuticals, pesticides, tanneries, the electronics
industry and textiles. Environmentalists even believe the rules,
finalised last month, could effectively open the door to imports
of some types of hazardous waste for recycling a revival of the
dumping ground concept.

The rules are protective of industry and not of the environment.
However, the ministry officials state that there is no easing of
import norms. In fact, they view the amendments to the
Hazardous Wastes (Management and Handling) Rules as a
major achievement, though some admit the many “ifs and buts”
could create confusion.

The rules define 36 streams which generate waste, make it
mandatory for reprocessors and recyclers to register with the
Central Pollution Control Board, set the ground rules on
treatment, storage, disposal, technology and aim to
“streamline” the import-export policy.

The data available indicates that more than 9000 industries
across the country generate hazardous waste of all kinds.
Thousands of tones of waste is imported every year for recyling.
But only 250-odd recyclers have registered with the ministry
in four years.

Krishna River Water Project in a Mess

So far, Rs 89 bn has been spent on the Maharashtra Krishna
Valley Development Corporation (MKVDC), but Rs 115 bn more
is needed to complete it. The estimated cost of the project
has doubled, but less than 60% of work has been finished.
The MKVDC was established in 1996 to ensure that
Maharashtra by May 2000 began to use its share of the 560
thousand million cubic feet of Krishna water it had been allotted
by the Krishna Water Disputes Tribunal Award. Dams -earthen,
masonry and cement- were hastily planned and tenders
awarded for them. But though the deadline for the project has
long expired, the project still has long way for completion. The
ambitious project has already put into place the beginnings of
a system to irrigate 362,000 hectares of land. But while 80%
of the dams are completed, MKVDC officials admit that the
canal systems to distribute the water have barely begun to be
built. This means that stored water isn’t of much use.
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