
 
 
 
 
RESPONSE TO REQUESTS FOR REVIEW  
 
Bureau Veri tas Cert i f icat ion had performed the val idat ion of the CDM Project No. 
1300 – "155 MW Gas based combined cycle power project at Hazira".   
 
Subsequently,  three requests for review, which are ident ical and reproduced 
below, are raised by EB in their  meeting no 36. 
 
We thank the CDM Executive Board and the Secretar iat for giving us the 
opportunity to clar i fy about our considerat ions in val idat ing the said project.   
 
Reason for request for review: 
 
Further information is required to just i fy the essential  dist inct ions between the 
project act iv i ty and the current common pract ice based on the sub-step 4b of the 
addit ional i ty tool.   
 
Response of Bureau Veri tas Cert i f icat ion  
 
Sub Steps 4(a) and 4(b) of the addit ional i ty tool Version 3 need to be sat isf ied 
and in order to just i fy that the project is addit ional we need to look into the 
development of power sector in India. 
 
The val idat ion team could access the publ ic ly avai lable documents and the 
fol lowing is our submission. 
 
In 1991, the Government of India amended the Electr ic i ty Supply (Act) 1948 to 
al low the entry of pr ivate investors in power generat ion and distr ibut ion. A tar i f f  
not i f icat ion issued in 1992, provided for a two-part tar i f f  structure covering f ixed 
and variable costs. I t  provided for a 16% rate of return on equity at 68.5% PLF 
for thermal plants and (coal /  l ignite/ gas) at 90% avai labi l i ty for hydro power 
plants. The achievement of higher eff ic iency levels translated into higher rate of 
return for investors. Refer Annexure 1 
 
As per the new pol icy in 1991, for both Licensee and Generat ing Companies, the 
fol lowing was permitted:  Refer Annexure 2a & 2b 
 

1. Up to Hundred percent (100%) foreign equity part ic ipat ion can be permitted 
for projects set up by foreign pr ivate investors. 

2. With the approval of the Government, import of equipment for power 
projects wi l l  also be permitted in cases where foreign suppl ier(s) or agency 
( ies) extends concessional credit .  

3. Al l  pr ivate companies entering the Power Sector hereafter wi l l  be al lowed a 
debt-equity rat io of 4:1. 

 
The specif ic incent ives for Licenses were: 
 
¾ Licenses of a longer durat ion of 30 years in the f i rst  instance and 

subsequent renewals of 20 years, instead of 20 and 10 years respect ively 
prevai l ing at that t ime. 



 
 
 
 
¾ Higher rate of return of 5% in place of the previous 2% above the RBI rate. 
¾ Capital isat ion of Interest During Construct ion (IDC) at actual cost ( for 

expansion project also) as against 1% over RBI rate prevai l ing at that t ime. 
¾ Special  appropriat ions to meet debt redemption obl igat ions. 

 
These incentives in the 1991 pol icy were able to attract investments in the power 
sector in India.  
 
The val idat ion team could access and veri fy from the publ ic ly avai lable 
documents that there are only 14 power plants in the western region implemented 
using CCGT technology (source: CEA Database) up to 2004 – 05 prior the start  
date of this project act iv i ty.  7 out of the 14 CCGT were implemented when the 
Ministry of power, GOI announced the new pol icy during 1991, encouraging 
private part ic ipat ion and they enjoyed special  status as being promoted by the 
State /Federal Government.  
Of the remaining seven, which were implemented after the announcement of the 
pol icy in 1991, three of the projects (Essar GT, Dabhol GT and Paguthan) were 
with mult i - fuel f i r ing technology thereby having greater f lexibi l i ty and reduced 
r isk associated with fuel type. Hazira CCCP project is owned by Gujarat State 
Energy Generat ion Ltd, (GSEG) a State ut i l i ty.   Gandhar CCGT project was 
owned by NTPC a government organisat ion and also funded through Japanese 
ODA.  The Rel iance energy project is designed to run on Naphtha. 
 
I t  is also to be noted that one more power project,  which is an extension of 
Dhuvaran CCPP by Gujarat State ut i l i ty,  has been ini t iated in January 2004 
 
The fai lure of Dabhol project in the year 2001 due to legal and regulatory issues, 
arbi trat ion etc hindered the investment cl imate in the power sector with a number 
of foreign investors withdrawing their  decisions of investment.  
 
Subsequent pol icy not i f icat ions and changes brought about by the Electr ic i ty 
Regulatory Commissions Act 1998 and the Electr ic i ty Act 2003 removed the 
guaranteed cost plus regime, provision of escrows and a range of incent ives that 
were provided earl ier.  
 
This establ ishes the fact that projects which were implemented after 1991–92 
and prior to 2002 enjoyed a favourable investment scenario as compared to the 
pr ivate sector projects developed after 2002, when the major investors left  India 
and the investment cl imate turned adverse compounded by the Dabhol Project 
fai lure. This si tuat ion is further conf irmed by a news report in Times of India 
dated 4 Nov 2001. (Please refer Annexure 3 of PP’s response) 
 
Break up of the power projects implemented /  being implemented can be seen 
from the table below (Summary of the table provided in the PP’s response) 
 
 
 
 
 



 
 
 
 

Publ ic Sector 
Ut i l i t ies 

Private Sector 
Ut i l i t ies Scenario Total Mult i  

Fuel 
Gas Mult i  

Fuel 
Gas 

Prior to 2002 13 3 4 5 1 
Post 2002 1 0 1 0 0 
Being Implemented in 2004 1 0 1 0 0 

 
Further i t  is to be noted that al l  these projects except the Dhuvaran CCPP 
project,  are pr ior to 2002 and the Dhuvaran CCPP project is a Gujarat State 
owned ut i l i ty.   
 
The Dhuvaran CCPP project implemented post 2002 and the one under 
implementat ion in 2004 have been proposed as CDM project (Regn No 1352) 
Thus, this “155 MW Gas based combined cycle power project at Hazira” (a 
pr ivate sector power project) has not enjoyed the benefi ts or favourable 
investment si tuat ions /  government pol ic ies that others enjoyed making i t  dist inct 
from the common pract ice prevai led.   
 
Hence i t  is concluded that there are no other act iv i t ies, simi lar to this project 
act iv i ty that sat isf ies Sub step 4(a) and consequently sub step 4(b) is not 
appl icable to this project act iv i ty.  
 
We have veri f ied al l  the evidences provided by the PP and confirm that they are 
rel iable and in accordance with the requirements of CDM Executive Board. 
 
We hope that the explanation provided above is sat isfactory and request you to 
kindly register the project.   
 
 
 
 
 
 
R.Sankaranarayanan               R.Seshapathy                     Dr. Ashok Mammen  
 
Team leader                                                                      Technical reviewer 
Bureau Veri tas Cert i f icat ion Holding SAS 
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