
The project activity of Vindhyachal hydro power limited (VHPL) has received three
requests for reviews from executive board (EB).

Request for review 1

Clarification No. 1

The validation report is not sufficiently transparent and clear in assessing the
acceptance of the additionality of the project activity (B.2.1 of the validation
report). The DOE should qualitatively address the different aspects of the PDD.

VHPL Response:

The validation report has assessed the Additionality mainly on two aspects viz.
Investment analysis (revenue generation) and barrier due to prevailing practice,
therefore our response is on the same lines.

To utilise power generated by the Vajra and Chaskaman projects we had two options
(a) to sell the power to the State Grid Company or (b) to wheel the power through
State grid company. In case of first option (a) there was no clear tariff policy of the
Government for private sector small hydro projects. Because of which setting up a
small hydro-power project in the state was considered as risky proposition by
entrepreneurs. This is evident by the fact that before these two projects of VHPL not a
single green field private sector project has been commissioned in Maharashtra. To
support this claim a letter for the relevant Ministry has been gathered as evidence
(refer attachment A1). On the second option (b) the commercial business sense
prevailed and any industrial house willing to buy power from not so reliable small
hydro projects wanted to pay a discounted rate. Therefore, VHPL entered into
agreement with M/s INOX air products at a rate INR 0.30 per unit lower that the
Maharashtra State Electricity Board (MSEB) rate. Content of this agreement is
confidential in nature hence not being enclosed along with this reply (as the same
would be made available for public viewing), however, copies of the said agreement
between VHPL and M/s INOX air products has been made available to the DOE, M/s
BVQI.

Background of the project developer is to run an educational institute and had no prior
experience of hydro power projects, therefore, during the initial days the technical
team interacted with experts in this field and gathered information related to various
revenue streams available to small hydro project. During this period VHPL became
aware of carbon credits available to renewable energy projects, example reports
published by Tata Energy Research Institute (TERI), IISD publications etc. The
management of VHPL then decided to take-up activities related to carbon credits once
the associated uncertainty gets over. Internal communication to the management of
VHPL and minutes of the meet of VHPL board meeting is attached (as reference A2
and A3 respectively).



Request for review 2 & 3

Clarification No. 1

The validator has failed to check the barrier test due to private involvement
prior to the Electricity Act 2003 and Maharashtra hydropower policy in 2002.

VHPL Response:
Prior to the Electricity Act 2003 and Maharashtra hydropower policy 2002, the only
relevant document available was Maharashtra state policy for captive power
generation 1997. This policy was more applicable for captive fossil fuel based power
projects. Therefore, the barrier to the VHPL hydro projects was on how to sell power
to the off-taker the State grid company which is Maharashtra State Electricity Board
(MSEB). Since in the state of Maharashtra, MSEB is the only offtaker of electricity
generated, VHPL had to either sell electricity to MSEB or wheel it through MSEB by
paying certain wheeling charges. In absence of policy any agreement on the tariff
could not be arrived, which is evident by the fact that except for VHPL no private
sector green filed hydro power project has been commissioned in Maharashtra since
the Independence of India. Electricity Act 2003 and Maharashtra hydropower policy
in 2002, which came after the projects were commissioned has no direct bearing on
the tariff structure, however, the Maharashtra state hydro policy 2005, which is the
most recent document has guidance related to tariff. At present in Maharashtra, the
state regulatory commission (MERC) has authority of defining tariff of a power
project, accordingly the current price of Hydro power is INR 2.87 per unit and still
M/s VHPL has to honor its agreement with M/s INOX air products by selling power
at a lower rate (Last year average price was INR 2.56 per unit). Therefore, considering
the inherent risk associated with hydrology (rainfall, water availability etc.) of small
hydro project and the lower tariff the revenue from sale of carbon credit is very
critical to the sustainability of the project. Management of VHPL has waited long to
get the UNFCCC CDM process of registration streamlined and desires to get both
their projects registered as CDM project at UNFCCC.

Clarification No. 2

The validation report does not give sufficient information on the date(s) of
stakeholder consultation and the participants.

VHPL Response:
In the year 2000 (31 March 2000) the local stake holder consultation was undertaken
at Vajra site. For which the invitation letter was sent on 25th March 2000. The
meeting was attended by local villagers. The approval letter has been jointly signed by
(i) Government representative for Village, appointed by state Government and (ii)
Elected Chief of Village Council. This letter is available in local language therefore
an English translation is also attached (refer attachment A4 and A5 respectively).

Further, DOE M/s BVQI visited the project sites on 17th October 2005 and
interviewed the local people and endorsed the fact that they have not objection to the
project.



Clarification No. 3

The validation report does not clarify whether the DOE reviewed the intention of
the project participant to start the project under CDM (expecting the revenue of
CERs) when the project was prepared, in the late 1990s.

VHPL Response:
Background and prior experience of the project developer is to run an educational
institute and had no experience of hydro power projects, therefore, during the initial
days the technical team interacted with experts in this field and gathered information
related to revenue streams available to small hydro project. During this period VHPL
became aware of carbon credits available to renewable energy projects, example
reports published by Tata Energy Research Institute (TERI), IISD publications etc.
The management of VHPL then decided to take-up activities related to carbon credits
once the associated uncertainty gets over. Internal communication to the management
of VHPL and minutes of the meet of VHPL board meeting is attached (as reference
A2 and A3 respectively).

Further, permission to start the work by the authority hydro department, Maharashtra
has been awarded on 5/5/2000 and 5/12/2000 for Vajra and Chaskaman project
respectively. As per the law before permission to start the construction work is
accorded construction of the project can not start, therefore, both Vajra and
Chaskaman project s construction starting date is after 1 January 2000. Copies of the
permission to start the start the work is attached (reference A6 and A7). These plants
were commissioned that means the project implementation dates are 06/12/2001 and
22/04/2002 respectively and the real action i.e. generation of power and its export to
the grid for wheeling purpose started only after these dates. Commissioning report /
Consent to Operate from the authority Maharashtra state pollution control board is
enclosed for reference (A8 and A9).



Appendix 1

S. No. Description
A 1 Letter from hydro department stating first small scale hydro in the

state
A 2 Internal memo considering the CDM benefits
A 3 Minutes of Meeting of board meeting held on March 31, 2000
A 4 Letter from village panchyat (Local stakeholder)
A 5 Translation of stakeholder letter
A 6 Letter from hydro department for starting of Vajra project
A 7 Letter from hydro department for starting of Chaskaman project
A 8 Letter from pollution control board
A 9 Letter from pollution control board





















Laxman Hema Adhikari
Chief Jury

Mrs. Kalubai Hari Shirose
Dy. Chief Jury

VILLAGE COUNCIL
Office : Village Saralambe, Taluka Shahapur, District

Thane

NO OBJECTION CERTIFICATE

With reference to the application dated
22/03/2000 by Mr. Shrikant Shrinivas Somani,
Chairman of M/s. Vindhychal Hydropower Limited
residing at Empire House, 3rd Floor, 214, Dr. D. N.
Road, Fort, Mumbai 400 001, the permission
was granted after discussions in the monthly
meeting dated 31/03/2000.
As per resolution no. 150 dated 31/03/2000, the
village council of Sarlambe has no objection for
the construction of Vajra fall hydropower
generation by M/s. Vindhychal Hydropower
Limited at gut no. 25 area 4 h. 76 R and gut no.
27 area 2 h. 99 R, Khutadi, Taluka Shahapur,
District Thane.
This certificate is issued by

Signed
Corporator
Village.Council
Sarlambe

Signed
Chief Jury
Village Council
Sarlambe
































