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FOREST, ECOLOGY AND ENVIRONMENT SECRETARIAT

Subject : Diversion of 0.3633- ha. of forest land for the purpose of improvement of road from Gubbi to
Beeragonahalli at Sy.No.1 of Nagegowdana byalada Kavalu Village of Turuvekere Taluk, Tumkur
Forest Division and District in favour of the Executive Engineer, KSHIP Divsion, Tumkur - reg.

Read : 1) Principal Chief Conservator of Forests (Head of Forest Force), Bengaluru Letter No. A5(3).GFL

CR.32/2011-12, dt. 05-12-2012.

2) Government of Karnataka Letter No. FEE 192 FLL 2012, dt. 20-04-2013.

3) Government of India, M/o Environment and Forests and Climate Change Letter No. F. No.4 KRB
954/2013/BAN/3734, dt.01-07-2015.

4) Principal Chief Conservator of Forests (Head of Forest Force), Bengaluru Letter No. A5(2) GFL
CR. 32/2011-12, dt. 01-07-2015.

5) Government of Karnataka Letter No. FEE 192 FLL 2012, dt. 04-09-2015.

6) Government of India, M/o Environment and Forests and Climate Change Letter No. F.No. 4-KRB
954/2013/BAN/8155, dt.18-03-2016.

Preamble:

The Principal Chief Conservator of Forests (Head of Forest Force), Bengaluru vide letter under read at (1) had submitted a
proposal for diversion of 0.3633 ha. of forest land for the purpose of improvement of road from Gubbi to Beeragonahalli at Sy.No.1 of
Nagegowdanabyalada Kavalu Village of Turuvekere Taluk, Tumkur Forest Division and District in favour of the Executive Engineer,
KSHIP Division, Tumkur.

After verification and examination, the proposal was recommended by Government of Karnataka and forwarded to
Government of India to accord sanction u/s 2 of the Forest (Conservation) Act, 1980 vide letter under read at (2).

The Gouvt. of India, Ministry of Environment and Forests and Climate Change, Regional Office (Soutern Zone), Bengaluru vide
its letter under read at (3) have accorded its in-principle (Stage-1) approval for the proposal subject to fulfillment of certain conditions
and the same was communicated to the Principal Chief Conservator of Forests (Head of Forest Force), Bangalore with a direction to
submit compliance report on fulfillment of conditions.

The Principal Chief Conservator of Forests (Head of Forest Force), Bengaluru vide tetter under read at (4) had furnished the
compliance report and the same was forwarded to Govt of India vide letter under read at (5) and requested to obtain final approval of
Government of India u/s 2 of the Forest (Conservation) Act, 1980.

The Government of India, Ministry of Environment and Forests & Climate Change, Regional Office (Southern Zone),
Bengaluru vide letter read at (6) have accorded and communicated its final approval (Stage-Il) for the proposal u/s 2 of the Forest
(Conservation) Act, 1980 subject to certain conditions.

The proposal has been examined in detail and hence the order

Government Order No. FEE 192 FLL 2012, Bengaluru, D ated: 03.05.2016

In the circumstances as explained in the preamble above, Government are pleased to accord approval u/s 2 of Forest
(Conservation) Act, 1980 for diversion of 0.3633 ha. of forest land for the purpose of improvement of road from Gubbi to Beeragonahalli
at Sy.No.1 of Nagegowdanabyalada Kavalu Village of Turuvekere Taluk, Tumkur Forest Division and District in favour of the Executive
Engineer, KSHIP Division, Tumkur subject to following conditions.
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1. The legal status of forest land shall remain unchanged and it will continue to be as forest land.

2. Any other condition that the Additional Principal Chief Conservator of Forests (Central), Regional Office, Bengaluru may
impose from time to time for protection, improvement of flora and fauna in the forest area and public convenience shall also
be applicable.

3. Handing and taking over of land and commencement of work in the land shall be done within a period of two years from the
date of Stage-Il approval.

4. The DGPS readings of the 0.3633 ha. of the forest land diverted shall be communicated to O/o Govt. of India, M/o
Environment and Forests, Regional Office (Southern Zone), Kendriya Sadan, 4th Floor, E and F Wings, 17" Main Road,
2nd Block, Koramangala, Bengaluru-560 034 within 30 days of transfer of the forest land.

5. Violation of any of the conditions shall invite penal action, as deemed fit by the Additional Principal Chief Conservator of
Forests (Central), Regional Office, Bengaluru.

6. The lessee shall pay lease rent as fixed by the Government from time to time.

7. The lease tenure is for a period of 20 (twenty) years.

8. The leased out area should be used for the purpose for which it is granted. In case the land is not used for the stipulated
purpose within one year or when it is no longer needed for the stipulated purpose, the area should be resumed to the Forest
Dept. under section 82 of Karnataka Forest Act, 1963. The concerned Deputy Conservator of Forests is authorized to take
necessary action in this regard.

9.  No structures/residential buildings shall be permitted in the proposed forest area.

10. The Karnataka Forest Act, 1963 and Rules, 1969 and other relevant Acts & Rules will be applicabie for any violation.

11. Avenue Plantation shall be taken up along the road on either side (200 plants per km.) at the project cost. The plantation
shall be maintained at the project cost for 5 years. (At present the cost is Rs. 1911/- plant.

12. The user agency has to pay the Net Present Value (NPV) of forest land diverted under this proposal as per Orders dated:
28-3-2008 and 09-05-2008 of the Hon'ble Supreme Court of India and undertaking for additional amount of the Net Present
Value if any.

13. The user agency shall ensure that there should be no damage to the available fauna and other flora.

14. The user agency should pay cost of soil erosion controlling measures, in accordance with the estimate prepared by the
concerned DCFs, to be carried out at the adjacent forest areas all along the road.

15. The shoulder drains should be suitably covered with stone pitching in order to control soil erosion.

16. No crushing/breaking of stones shall be allowed inside forest area. Readymade material shall be used for improvement of
such road.

17. Both sides of the improved road shall be reinforced with brick/stone works and vegetative measures to check soil erosion, at
the project cost in consultation with the Deputy Conservator of Forests.

18. No labour camp shall be established on the forest land.

19. No work shall be allowed after sunset.

20. Any damage to forest area due to such improvement and widening works shall be compensated by the User Agency. The
extent of damage shall be assessed by the concerned Deputy Conservator of Forests.

21. The user agency shall not sub-lease, mortgage or hypothecate the forest area.

22. The approval under the Forest (Conservation) Act, 1980 is subject to the clearance under the Environment (Protection) Act,
1986 if required.

23. The user agency shall abide by all the conditions imposed upon by the Government of India, the Government of Karnataka
and the Principal Chief Conservator of Forests (Head of Forest Force).

P.R. 363 By order and in the name of the Governor of Karnataka
SC - 100 L.SHARADA

Under Secretary to Govt.,
Forest, Ecology and Environment Dept.
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.PREAMBLE :
1.

ENERGY SECRETARIAT

Sub: Coal based Thermal Power Project in Hassan by Hassan Thermal Power (P) Limited (HTPPL)

The proposal to Set up 660 MW Super Critical Power Plant by M/s. Hassan Thermal Power Private Limited for a period of
twenty five years under Memorandum of Understanding Route has emerged from selection of developer under
Competitive Bid route in 1996.

Government of Karnataka accorded approval for setting up of barge mounted power plant of capacity of 150 MW at Mulki
River near Mangalore by M/s. Euro Kapital.

The objective of setting up of barge mounted power plant on the coast within 6 months was to bridge the Short term gap
i.e., gestation period at that time.

Thereafter, at the instance of Project Developer, from time to time Governmnent of Karnataka has accorded concurrence
for change of the name of company, location, fuel etc... The details are as below :

a) In the year 1997, Company requested to change the name to Euro India Power Canara (P) Limited (EIPCL) and
PPA was initialed on 10.03.1997 between EIPCL and KEB for 150 MW plant with a provision to use Naptha or
LSHS.

b) Based on the request of the Company to change fuel from Naptha to LSHS, GOK vide its Order dated 31.10.1998
accorded permission to Euro India Power Canara (P) Ltd., (EIPCL) to setup LSHS based power plant of 150 MW
capacity and directed KEB to sign the PPA.

c) Based on the request of the Company, Government vide its Order dated 31.03.1999 has accorded approval for
capacity enhancement from 150 MW to 195 MW and change of fuel from LSHS to Naptha.

PPA was signed on 22.04.1999 with EIPCL for a period of 7 years and tariff agreed was based on two part tariff
structure comprising of fixed and variable cost.

GOK also accorded approval for extension of time for achieving Financial Closure upto 30.06.2000.

d) On the request of the Company, in Feb 2001, in principle approval was accorded for capacity enhancement to 220
MW, land based coal based project to be located in adjoining districts of Bengaluru treating the proposal as an

extended bid route.

e) In May 2001 the company requested for change of location to Mandya. The company also requested to send the

revised PPA to Government for approval, with the following amendments in the PPA signed on 22.04.1999.
»  Location: Mandya District

»  Fuel: Coal

»  Capacity: 220 MW

f)  Firm had initiated Arbitration Proceedings due to inaction to amend the PPA. After several sittings, Arbitral Tribunal
in its proceedings dated 5" August 2004 has terminated the said proceedings in view of settling the matter amicably
in August 2004.

g) In the year 2006, the company requested for change of location form Mandya to Hassan and enhancement of
capacity to 300 MW with coal. Approval was accorded to change the location from Mandya to Hassan and change
capacity to 300 MW with imported coal.

h)  GOK accorded approval in April 2007 to enhance the capacity from 300 MW to 500 MW subject to the condition
that the tariff shall not be higher than the Bellary Thermal Power Station (BTPS), Stage-l, Further, in May 2007
accorded approval to change the name to M/s. Hassan Thermal Power (P) Limited (HTPPL). The draft PPA
between ESCOMs and HTPPL was initialed on 25.06.2007.

i)  GOK accorded approval in July 2007 for initialed PPA with following conditions.

. FC shall be as per BTPS 1% unit with adjustment of interest rate of 11.5% or actual whichever is less.

. VC shall be %. 1.12/unit subject to adjustment for Foreign Exchange Rate Variation (FERV) in respect of
imported coal.
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11.

. Tariff parameter shall be as per BTPS 1% unit.
. No Government Guarantee shall be given in respect of the payments to be made by ESCOMs.

j)  Karnataka Electricity Regulatory Commission (KERC) in its letter in August 2007 stated that PPA cannot be
processed as the project has been treated as Extended Bid Route Project and it is not in order since the location of
project is changed from adjoining districts of Bengaluru to Mandya and then to Hassan, capacity is revised to 220
MW (subsequently changed to 500 MW) and Fuel is changed from LSHS to Naptha and then to Coal.

Further, KERC has objected for bench marking the Tariff with that of BTPS since BTPS Tariff has not yet been
determined by KERC. Hence the PPA was not processed by KERC.

The National tariff policy-was issued on 06-01-2006 by Central Government Under Section-3 of the Electricity
Act-2003, para 5.1 of tariff Policy reads as under.

a)  “All future requirement of power should be procured competitively by distribution licensees except in the case of
expansion of existing project or where there is a state controlled/owned company as an identified developer and

where regulators will need to resort to tariff.

b) Determination based on norms provided that expansion of Generating capacity by private developer for this

purpose would be restricted to one time addition of not more than 50% of the existing capacity.

Even for the public sector projects, tariff of all new Generation and transmission project should be decided on the
basis of competitive bidding after a period of five years or when the Regulatory Commission is satisfied that the

situation is ripe to introduce such competition”.

Further the KERC (Condition of license for ESCOMSs) Regulation 2004 regarding power procurement procedure provides

as follows:

i. The Licensee shall in all circumstances purchase electrical capacity and/or energy in an efficient and economical
manner under a transparent procurement process as approved by the commission after following the guide lines
issued by the commission from time to time relating to preparation of load forecast, power procurement plan and

power procurement procedure.

ii. The licensee shall not purchase electrical capacity and/or energy without an authorization granted by the

commission under the terms of condition 21.1 except in the case of short duration purchases for less than 6 months.

The power utility is required to enter in to PPA’s only in the manner which is approved by the KERC. Section 27 of
Karnataka Electricity Reforms Act, 1999 prohibits signing of any contract for purchase of power without approval of the
Regulator. Further Section 86 (b) of Electricity act 2003, provides that “the state commission shall regulate electricity
purchase and procurement process of distribution licensees including the price at which electricity shall be procured
from the generating companies or licensees or from other sources through agreements for purchase of power for

distribution and supply within the state.

The Ministry of Power with the objective for competitive procurement of Electricity, facilitating transparency and fairness
in procurement processes, protecting consumer interest by facilitating competitive condition power procurement,
enhance standardization and reduce ambiguity has been issuing guidelines for determination of tariff by bidding process

for procurement of power by distribution licensees.

k) Exercising the power vested under Section 108 of Electricity Act, 2003 Government in 2007 directed KERC to
process the draft PPA submitted by BESCOM.

In response to the various correspondences, KERC vide letter dated 14.08.2009 has directed to resubmit the PPA after
revising the same as per the CERC Regulations 2009. KERC vide letter dated 12.11.2010 issued directions to submit
the PPA in accordance with KERC (Terms and conditions of Generation tariff) Regulation 2009, duly signed by both the
parties to the agreement for approval of PPA under section 86 (1)(b) of Electricity Act 2003.

GOK vide its Order dated 14.06.2011 has constituted an official committee under the Chairmanship of Chief Secretary,
GOK for examining the issue of establishing 500 MW coal based power project by M/s. Hassan Thermal Power (P)
Limited.

The recommendations of the Committee were discussed and it was decided to seek the clarification from Hon'ble
KERC, Government of Karnataka on 11.03.2013 sought clarifications from Hon’ble KERC under section 86(2) (iv) of EA
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2003. In response, Hon'ble KERC vide letter dated 10.07.2013 has issued the clarifications to GoK letter
dated 11.03.2013.

KERC left the discretion regarding to proceed with project or not to the Government and ESCOMs based on the

demand for electricity in the State and other relevant factors.

Commission has also stated that at this juncture it is not possible to comment on whether the capital cost agreed by the

project proponent is reasonable or not.

Further, Commission has stated that at this juncture the project has to be treated as a negotiated project and not a bid
route project. Commission felt that it is not appropriate to suggest procurement of power from any particular project
when the terms of such procurement are yet to be spelt out. However, Commission agreed to examine the PPA under
Section 62 read with Section 64 of the Act.

Under MoU Route, Tariff Determination is based on the terms and conditions of Tariff Regulations whereas under the

Bid Route the tariff is determined through discovery of tariff by competitive bidding.

In response, GOK letter dated 08.11.2010 Ministry of Power on 29.11.2010 have clarified that “In view of the tariff policy
provision, it is clear that procurement of power by distribution licensee is to be done through competitive bidding as
mentioned above. As regards to MoU’s signed by PSU/CPSUs are concerned, unless there are converted in to PPA by

the stipulated date further procurement only on MoU/cost plus basis would be incorrect”.

The National Tariff Policy encourages introduction of competitiveness in the interest of consumers, Further, as per
Section 61 of Electricity Act, 2003 the generation, transmission, distribution and supply of Electricity are conducted on
commercial principles, encourage competition, efficiency, economical use of the resource and optimum investment etc.,

safeguarding the consumer interest.

Even in the new Tariff Policy issued by Government of India on 28.01.2016 in para 5.2, it is stipulated that all future
requirement of power should continue to be procured competitively by Distribution licensees except in case of

expansion of existing projects or Public Sector Projects.

The project though conceived in 1995 through competitive bidding route, has undergone several changes, over the
period of time. All parameters of the projects like location is changed from Mangaluru to adjoining district of Bengaluru
to Mandya and then to Hassan, capacity is revised from 150MW to 195MW to 220MW to 300MW to 500MW
(subsequently changed to 660MW) and fuel is changed from LSHS to Naptha and then to coal. Since 1995, as is
evident from the following:

Govt. Order/Letter Name of the
date Firm Capacity Fuel Location Remarks
DE 284 PPC 95(3) | M/s Euro 150 MW LSHS Barge mounted Initial Bid
Dated: 05.03.1996 Kapital Project at
Mangaluru
DE 98 PPC 96 Dated: | Euro India 150 MW LSHS Barge mounted Change of Name
31.10.1998 Power Canara Project at
(P) Ltd., Mangaluru
(EIPCL)
DE 98 PPC 96 Dated: | Euro India 195 MW Naptha Barge mounted Change of Fuel and
31.03.1999 Power Canara Project at enhancement of Capacity.
(P) Ltd., Mangalore PPA was signed on
(EIPCL) 22.04.1999 with KEB
DE 98 PPC 96 Dated: | Euro India 220 MW Coal Land based. Change of Location, fuel,
19.02.2001 Power Canara Adjoining districts of | capacity. Treating the
(P) Ltd., Bengaluru proposal as an extended bid
(EIPCL) route project
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Govt. Order/Letter Name of the
Capacity Fuel Location Remarks
date Firm
DE 98 PPC 96 Dated: | Euro India | 220 MW Coal Mandya Dist. Change of Location
22.05.2001 Power Canara
(P) Ltd.,
(EIPCL)
DE 98 PPC 96 Dated: | Euro India | 300 MW Imported Hassan Change of Location capacity
23.09.2006 Power Canara coal
(P) Ltd.,
(EIPCL)
DE 98 PPC 96 Dated: | Euro India | 500 MW Imported Hassan Enhancement of capacity
19.04.2007 Power Canara coal
(P) Ltd.,
(EIPCL)
DE 98 PPC 96 Dated: | Approval was | 500 MW Imported Hassan PPA was initialed on
18.05.2007 accorded  for coal 25.06.2007 between
changing the ESCOMs and HTPPL &
name from Govt. accorded approval on
EIPCL to Mis 30.07.2007
Hassan
Thermal Power
P) Limited
(HTPPL)

In November 2011 it is proposed to enhance the capacity of the project from 500MW to 660MW in view of advantages of supercritical
project (660MW and above) over subcritical projects (below 600MW)

Therefore the projects has lost the character of the bid route project.

15. Further as per the provisions of Electricity Act 2003, National Electricity policy, National Tariff Policy and KERC

regulations Power has to be procured by transparent bidding process.
16. Therefore procurement of power from this project is not in the interest of Public. Hence the following Order.
Government Order No. EN 14 PPC 2011, Bengaluru, Dated: 11" April 2016 .

In the Circumstances explained in Preamble. Government here by accords approval to withdraw the approval given to M/s.
Hassan Thermal Power (P) Ltd., for implementation of Coal based Thermal Power Plant at Hassan and not to process the initialed
Power Purchase Agreement (PPA) between ESCOMs and HTPPL dated 25.06.2007.

PR. 389 By Order and in the name of the Governor of Karnataka
sSC. 10 A.A. CHAPPARBAND
Under Secretary to Government,
Energy Department.
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