CDM Validation Report No. BVQI/INDIA/14.49

RESPONSE TO REQUESTS FOR REVIEW:

BVQI had performed the validation of the CDM Project 0355 “Bagasse based
cogeneration power project at Rana Sugars Limited, Amritsar District, Punjab” in India.
The project was under review from 6™ May to 4" June 2006. Subsequently, there have
been four requests for review.

We are thankful to the CDM executive board and the secretariat for giving us the
opportunity to clarify our considerations in view of the four requests for review received
for the said CDM project.

We find that the four requests made against the following requirements derived from
paragraph 37 of the CDM modalities and procedures, viz.

i) The project activity is expected to result in a reduction in anthropogenic
emissions by sources of greenhouse gases that are additional to any that would
occur in the absence of the proposed project activity, in accordance with
paragraphs 43 to 52 of the CDM modalities and procedures.

ii) The baseline and monitoring methodologies complying with the requirements
pertaining to methodologies previously approved by the Executive Board.

We wish to submit our clarification for each of these requests as given below:

i) The project activity has purpose of utilizing locally available surplus biomass for use as
fuel for generating electricity. Bagasse is considered neutral fuel as the GHG emission
generation is consumed by the plant species, which is a cyclic process of carbon
sequestration. Additionally the bagasse contains negligible quantities of other elements
like Nitrogen, Sulphur etc. hence, releases of other GHGs are considered as negligible.
This is also evident in website of UNFCCC related to GHG. Hence, validation team after
discussions with project proponents and observations made on project activity site
concluded that project activity of energy generation from biomass does not lead to net
GHG emissions.

The energy supplied by project activity to the state grid would reduce anthropogenic
GHG emissions as per the combined margin carbon intensity of the relevant Northern
Region grid, which is mainly dominated by fossil fuel based power plants as given below.

ii) The project activity involves implementation and operation of new extraction cum
condensing steam turbine 0f12.00 MW capacity. The project activity falls under small-
scale CDM project Type1- Renewable Energy Project and Category 1.D. — ‘Grid
connected renewable electricity generation’ as mentioned in section A.4.2 of the PDD.

We confirm that project has used the approved base line and monitoring methodology
Appendix B of the simplified M&P for small-scale CDM project activities-Version 08 (3rd
March 2006) above and the project activity conforms to the requirements of the
mentioned valid version of the approved methodology.
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Response to requests for review received in the first week of June 2006:

BVAQI has received four requests for review in the CDM project activity registration form
(F-CDM-RR) including the reasons for review in response to their request for registration
for CDM project 0355 “Bagasse based cogeneration power project at Rana Sugars
Limited, Amritsar District, Punjab” in India.

We have studied all requests for review and would like to clarify our opinion for these
requests separately as indicated in the matrix given below:

Request for review no. 1:

Reasons and background for
Request for Review

BVQI response

1. The explanation (of the
additionality) demonstrates
the existence of prevailing
practice barrier, institutional
barrier, changes in policy risks
and increased fuel prices, and
other barriers adequately.
Even though this might be
correct, the DOE still needs to
qualitatively  address  the
additionality.

We confirm that we had validated the
additionality requirements as stated in the PDD
during our validation process but failed to detail
them in the previous validation report. We
apologize for the same. Hence we revised the
validation report.

We have now addressed the issue of
additionality in detail in the revised validation
report no. BVQI/IND/14.49 Rev02 dated
26.06.2006 in Section 3.2 Baseline at page
no.12-13. The revised report is attached for
perusal.

All barriers indicated in PDD have been
evaluated and concluded in the revised
Validation report. Some of the key issues
addressed in section 3.2 of the revised report
are summarised as:

1- Prevailing common practice barrier is
evident as approximately 3% of the power
plants in the region are using biomass for
power generation. This is in spite of the
announcement of new policies by
Government of India encouraging the use
of non-emissive technology.

2- Institutional barrier is evaluated
considering the PSEB interaction with
RSL, the issues and concerns include
delay in signing of PPA, billing and
recovery of parallel operating cost as TG
set charges to the tune of approximately
INR 1.36 Lac per month (@Rs.10/-per
KVA), and allowing the increase in power
tariff for only first five years of contract.
The evidence indicating the TG set
charges has been included in the list of
documents at Sr.No.16.

3- Policy barriers such as New Electricity Act
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are discussed in the light of proposed
tendering processes for the lowest power
tariff without recognising the use of non-
emissive technology. This will encourage
coal or lignite based power plants and
discourage use of non-emissive
technology such as Biomass based power
plants.

4- Increase in fuel prices is a global issue
and Rice Husk and bagasse procured
from nearby region have shown similar
increasing trends in the region.

5- Evidence of Parallel operating charges,
Bills indicating increase in fuel prices, IRR
of RSL& order from Central Electricity
Regulation Cmmission, New Delhi are
included for justifying the conclusion.

Kindly refer Section 3.2 Baseline of revised
Validation report for detailed evaluation. The
barriers discussed in separate heads are
concluded to be evident.

2. On p.16 of the PDD, it is | This was a typing mistake and has since been

described that in order to
calculate the Build margin, the
20% of the most recent plants
will be taken in to
consideration. On p.30
(step10) it is indicated that the
build margin is calculated
using the recent 5 plants built.
Hence, the calculation of the
build margin is not made in a
transparent manner. This is

corrected. Revised version 5 of PDD dated
24.06.2006 is attached with the report. It has
been ensured and verified that the build margin
calculations and subsequent CER calculations
are based on 20% of the most recent plants.

We would like to submit that except the typing
mistake the calculations are done using the data
of 20% of the most recent plants. Information
on page 30 in Step 10 has been accordingly
corrected. This was a miss and we recognize
and apologize for the mistake.

not addressed by the DOE.

Request for review no. 2:

Reasons and background for Request
for Review

BVQl response

1. The additionality analysis studied
several existing barriers associated to
project implementation. The main
arguments, financial in nature, do not
have adequate support in the

This is discussed in our response to point
number 1 of Request for Review 1 mentioned
above.

The documentation supporting the existence
of financial barriers have been now included
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documentation provided and were not
well investigated by the DOE. The
validation report should better reflect this
lack of supporting evidence.

and referred in the validation report. We
confirm that we had actually investigated and
evaluated these barriers. These barriers have
now been qualitatively addressed in the said
report and are discussed in detail in
Section3.2 of the revised Validation report
BVQI/IND/14.49, Version 2. At page 12-13

2- Page 16 of the PDD describes the
build margin as being -calculated
using 20% of most recent plants but
page 30 states that the build margin
is calculated using the 5 recent
plants built, which contradicts the
methodology and leads to a build
margin calculation that is not
transparent.

Please refer our response for Point no.2 of
Review for Request 1

This was a typing mistake and has since
been corrected. Revised version 5 of PDD
dated 24.06.2006 is attached with the report.
We regret the mistake. There is no change in
the calculation of build margin and the CER
as these have been done using the data of
20% of the most recent plants. Information on
page 30 in Step 10 has been accordingly
corrected.

Request for review no. 3

Reasons and background for Request
for Review

BVQIl response

“The explanation (of the additionality)
demonstrates the existing of prevailing
practice barrier, institutional barrier,
changes in policy risks and increased
fuel prices risks and other barriers
adequately.”

Even though this might be correct, the
DOE still needs to qualitatively address
the additionality.

Please refer our response for Point no.1 of
Review for Request 1

We have addressed the issue in detail in
validation report in section 3.2 Baseline.

The validation report has been revised and
the revised report is attached for clarification.
Existence for Barriers, changes in policy risks
and conclusions have been discussed and
evaluated in the validation report no.
BVQI/IND/14.49 Rev02: in Section 3.2 at
page 12-13

2. On p.16 of the PDD, it is described
that in order to calculate the build
margin, the 20% of the most recent
plants will be taken in to
consideration. On p. 30 (step 10) it is
indicated that the build margin is
calculated using the recent 5 plants
built. Hence, the calculation of the
build margin is not made in a
transparent manner. This is not
addressed by the DOE.

Please refer our response for Point no.2 of
Review for Request 1

This was a typing mistake and has since
been corrected. Revised version 5 of PDD
dated 24.06.2006 is attached with the report.
PDD has been now revised and the step 10
on page 30 has been corrected. The
calculation of build margin and CER has
remained same as it was based on the 20%
of the most recent plants only. This was a
miss and we recognise and appologise for
the mistake.
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Reasons and background for request
for review

BVQI Response

1-The additionality analysis studied several
existing barriers associated to project
implementation. The main arguments,
financial in nature, do not have adequate
support in the documentation provided and
were not well investigated by the DOE.

Please refer our response for Point no.1 of
Review for Request 1

We have addressed the issue in detail in
validation report in section 3.2 Baseline.
Arguments mainly financial in nature have
been discussed and evaluated in the
validation report no.BVQI/IND/14.49
Rev02: in Section 3.2 at page 12-13.

The list of documents has also been
revised and the other relevant
documentation in support of the financial
barrier has been included.

Barriers have been detailed for discussion
and addressed for conclusion in the
revised Validation report.

2- Page 16 of the PDD describes the build
margin as being calculated using 20% of
most recent plants but page 30 states that
the build margin is calculated using the 5
recent plants built, which contradicts the
methodology and leads to a build margin
calculation that is not transparent.

Please refer our response for Point no.2 of
Review for Request 1

This was a typing mistake and has since
been corrected. Revised version 5 of PDD
dated 24.06.2006 is attached with the
report. We regret the mistake. There is no
change in Calculation of Build margin and
the CER as data of 20% of most recent
plants indicated on page 16 have been
used. We apologies for the mistake.
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CENTRAL ELECTRICITY REGULATORY COMMISSION
NEW DELHI

Coram:

1. Shri Ashok Basu, Chairman
2. Shri K.N. Sinha, Member

Petition No.: 67/2003

(suo-motu)
In the matter of

Determination of terms and conditions of tariff

ORDER
(DATE OF HEARING : 10, 11 & 12.11.2003)

CHAPTER 1

Background

1.1 Central Electricity Regulatory Commission (hereinafter referred to as “the
Commission”) was constituted in July 1998 under the Electricity Regulatory Commissions
Act, 1998. With the omission of Section 43A(2) of the Electricity (Supply) Act, 1948,
which enabled the Central Government to determine the terms and conditions of tariff,
the jurisdiction to regulate tariff came to be vested in the Commission. Consequently, the
Commission initiated steps to determine the terms and conditions of tariff. However, as
an interim measure the Commission decided to continue with the terms and conditions
laid down by the Central Government and the project-specific tariff notifications issued by
that Government by virtue of powers under Section 43A(2) of the Electricity (Supply) Act,

1948, until the terms and conditions of tariff were notified by the Commission.



these circumstances. We have already expressed a view in the later part of this order
that all the investment required by the utilities cannot be covered by tariff alone. We shall

deal with this issue of investment requirement in detail separately.

6.19 The Return on Equity to the Central Power Sector Utilities was fixed at 16% post-
tax in November, 1998. The interest rates which were prevailing at that time, were quite
high. Presently the interest rates are around 11% to 12%. The Commission has not
disturbed the normative debt : equity ratio of 50:50 for the existing projects. The
normative debt : equity ratio of 70:30 prescribed now by the Commission is applicable in
case of new projects only which are to be commissioned on or after 1.4.2004. The
projects, which are approved by the competent authority after the Central Government
Notifications dated 30.3.92 or 16.12.1997 for generation and transmission projects
respectively, are by and large executed with debt : equity ratio of 70:30, barring a few
exceptions. Most of the IPP projects were executed with debt equity ratio of 70:30. It is
well understood that equity is a risk capital and therefore, will carry a premium for the risk
over and above the interest rates. The risks which are faced by the Central Power Sector
Utilities, are not the same as the risks faced by the IPPs, especially with regard to the
payment risk. In the case of Central Power Sector Utilities the Government has provided
the comfort of tripartite agreement for ensuring prompt payments, where as such a facility
is not available to IPPs. The Central Power Sector Utilities would also be receiving
certain additional incomes by way of interest earnings on the bonds issued by the State
Governments for the outstanding dues. Further, the bonds are also redeemable over a

period of time.
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6.20 Keeping all these factors in view, we have decided in favour of providing a post-tax
return @ 14% for the Central Power Sector Utilities and @ 16% in case of IPPs. In case,
IPPs are provided same payment security mechanism like the Central Power Sector
Utilities, ROE in their case shall also be reduced to 14%. The return on equity is based
on post-tax and accordingly, the income-tax shall be reimbursed by the beneficiaries as

per the provisions discussed in the section relating to income-tax.

Depreciation and Advance against Depreciation

6.21  During the tariff period 2001-2004, the Commission provided for depreciation on a
straight line basis, spread over the entire life of the asset. It should be noted that the
practice of allowing depreciation has been changed from time to time. Prior to 1992,
depreciation was being allowed over the useful life of the asset. In 1992, the provision for
depreciation was changed to provide a higher rate of depreciation, thus de-linking the life
of the asset from the rate of depreciation. This imbalance between the useful life of the
asset and the depreciation rate was further aggravated by the increase in the
depreciation rate to yield an over all depreciation rate of 7.5% for thermal power
generating stations. This change in rate had altered the depreciation rates for the
transmission system as well. However, the depreciation rates in case of the hydro power
generating stations remained static and the hydro power generating stations were
allowed to recover their depreciation over their useful life of 35 years and for meeting
cash flow requirements for debt repayments, advance against depreciation was provided.
The change in the depreciation rates had resulted in the high front loading of tariff and
issues like interest of the investor after 12 years by which time the 90% depreciation is

recovered came to the fore and became an issue for debate in many private power
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Conclusion
8.79 The draft regulations on terms and conditions of tariff to be effective from 1.4.2004
have already been published with a view to inviting comments/suggestions from the
stakeholders, to be submitted by 23.1.2004. This order incorporates the reasons in
support of the provisions made in the draft regulations. We direct that the last date for

submission of comments/suggestions by all concerned, be extended up to 31.1.2004.

Sd/- Sd/-
(K.N. SINHA) (ASHOK BASU)
MEMBER CHAIRMAN

New Delhi, dated the 16" January, 2004
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RANA SUGARS LIMITEIED, VILL. BUTTAR SEVIYAN, DISTT._AMRITSAR

PARALLEL OPERATION CHHARGES

“MONTH

PARALLEL
OPERATION
CHARGIES

TOTAL

SHOWN IN BILL | REMARKS

June 02

1971664 |

July, 02

26 1360 |

Aug.02

Sept.. 02

261360 |

261360

Oct., 02 261360 | -

Nov.. 02 261360 | - - |

Dec., 02 261360 : 2 '
Jan.. 03 261360 = 4

Pl 05 261360 2282544 2282544 |

March. 03 261360 2543904 | 446743 L
April. 03 2613560 2305264 =

May, 2003 261360 5066624 :

June. 03 261360 | 3327984 5062751

Julv, 03 261360 3589344 1276717

Aug, 03 261560 3850704 :

Sept.. 08 261360 | 4112064 4538077 |
Oat.. 03 261360 4373424 45998556 1‘
Nov., 03 261360 1634754 e e

Dee., 03 | 261360 4896144 : i
| Jan,. G4 | 261360 5157504 |

Feb.. 04 261360 5418864 4457780 .i

Mareh, 044 261360 HGS0224 s 1
April. 04 261360 5041554 -

Mav. 04 261360 6202944 ; "
June. 04 261360 6464304 4487776
SR e 261360 6725664 - i |
Auir, 04 261360 LABTO24 -

Sapt,. Od 2613460 7248354 =

Oct.. 04 261360 7509744 -

Nov.. (14 261360 | 7771104

Dee.. 04 261360 | 8032464 - ;
Jan., 05 261360 | 8243824 - |
Feb.. 05 261360 8555154 4457776

March. 03 261260 8816544 9935933

April. 05 261360 90774904 10390900
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Ao 2008 647.000  534.000  405.000 @ 273.000 309000 2 352.000 443.000 356,000 355.000 - 491.000 354.ummwh%’ﬁ;@ B “'ff i i
-l -hm:ﬁ 18225 23895 59820 72530 95675 N R |
. 2005 32985 29285 18615 43075 83635 78175 82315 73140 65095 83148 3685 13285 ’
Reason for Sundry Charge/Allowsance: _Overhauling of Accounts duse fo Diaaufﬂafad;hra ) Meter ] ) _ _|

, this should be deemed to be a notice under Section 24 of the Indian

right of the Board to recover such charges as shown in the bill Dy suit, be disconnected after
@ reconnected unless and until the amount shown in this bj

. ﬂ_,.sj gwith any other expenses
Julicih 'ﬁﬂﬂlf?m.ﬂiﬂaﬂlﬁ dram &@H raed Rtk -’:r T Wifosice shall remain valid
. P
. B . SR s ae—— 'ﬁnz!’:—é%*% REDd s, ISSP
| % Variation = AEE (C. 5) JALANDHAR \.l ar-fa 1:36; NEL:E @
: V\// AEE (Comm) / soo-op
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VILL. - BUTTARSEVIVYAN, PO. SATHIALA.
TEH. BABA BAKALA, BISTT. AMRITS.\}\.
PUNJIASB - 143 205 (INDIA)
TELE/MAX : 01853-257610, 257 J4
lef. No.: RSL2005-2006/ /2 37 - 3% MOBILE : 98159 060940, 58140 13017
Pated = 28982005 '
The Add. 8.1,
gt U L8
Rayya Division,
BEAS
Sub.t PARALLEL OPERATION CIHARGES
Dear Sir,
This 1s to inform you that a sum of s, 1,03,90,900/ has been deducted by Director (1.S.8),
. PSEB., Patials for parallel OPERATION CHARGES (PROM June, 2002 i April, 2005

2 G 1360~ per month) from our due amount auainst power exported to P2.8.10.5.

The above amount does not tally with our sccount. You are, therefore, requested  to give us
month-wise detaled statoment ol above deduction, which is required for our Ualanee Sheet,
A early action in this regard shail be highly appreciated.

Thanking you,

Y th faithtully,
i c!\T ANA S (“ ARS LIMITED,

OO Birector (G135 Cell),
P8GR,
Shakl Sadan
¥ dJalandhar

HEGD. OFFICE : 5.C.0.49-50, SECJDM C. MACHYA MARG. CHANDIGARH-150 013, (INDIAj TEL. - (0) 0172-541505, 780580, 773424, 541905, 540007, 776563 FAX : 545508
A JOINT VENTURE OF PUNJAB AGRO INDUSTRIES CORPCRATION LIMITED =
(A STATE COVERNMENT UDERTARINGE



PST/CST No. 25622714
» &ated 15-_'3-'02

Ph : 01822 - 60346 (0)
01822 - 60068 (R)

Coty -8 9*?/

| A Yo | |zl |
iaterfb? vomon e

dviate

1 2. Lo ®verficd .} LuQos

\

,..;r « 98 ger . o

¢ vahty Voollet
" and Approved

. 1. Goods sold will not be taken back.
»  2.Interest @ 24% will be charged if the bill

+ will not paid within 15 days. ‘ 2 J m/_.
' 3. Subject to Jalandhar Jurisdiction. | _ '
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