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AlLSES
Background

* Incorporated in 1987 by Central Bank of India, HD&@ UTI

e Mandate to undertake:

— Commercialization of infrastructure projects tighWPublic Private
Partnerships

— Providing a full range of financial services imdilng leasing, investment
banking, project financing, asset management, naatdbanking and

advisory services
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The Shareholders
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Business Segments
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AlLEES

Infrastructure Development

Creation of investment opportunities in infrastruct

through project development on commercial basis

ure,

Project Advisory Project Developer

Role / Sponsor Role

Project structuring gtrﬂejgiﬁrgrsojea

Provide financial
structuring & I-
Banking solutions

Achieve technical/
financial close

Divest to an
operator for O&M

+ *# " mn - + .ll n

Partnership Role

with Governments

Develop sustainable
prototype projects

Evolve policy/ legal
framework
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AlLEES

Experience Iin Project Development

e Road Sector

Pitampur Road Project (Indore)
The Delhi-Noida Toll Bridge
The Vadodara Halol Toll Road
Ahmedabad Mehsana Toll Rd
The East Coast Road

North Karnataka Expressway
Thiruvanathapuram City Roads

e \Water Sector

Tirupur Area Dev Project
Dewas Industrial Water Project
Sangli Miraj Municipal Corp Proj
Vishakapatnam Ind. Water
Project

 Airport Sector

Bangalore Intl’ Airport Project

Port Sector
— Rewas-Aware Port Project
— Dighi Port Project
— Krishnapatnam
— Gangavaram

SEZ

— Maha Mumbai SEZ

— Navi Mumbai SEZ

— Ennore SEZ

— Andhra Pradesh SEZ
Area Development and
Related Sectors

— Area Dev.Project, Rajasthan

— Dev of Heritage Sites,
Rajasthan

— Intl Convention Centre AP
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AL
Experience in Power Sector

Extensively engaged in Power Sector development and assiste
public sector enterprises, state governments and several priva
sector players

Activities broadly encompass

Project and Financial Advisory Services

Structuring Public-Private Partnerships

Financial Modeling and Business Plan preparations
Tariff Advisories

Syndication of debt

Arranging residual equity



AlLEES

PSUs

ONGC
— Development of 750 MW gas based CCGT projectripura

— Setting up 680 Kms , 400 KV, D C power evacualioa
— Setting up a 50 MW Wind farm in Karnataka
GoAP

— Development of 2100 MW CCGT, Hyderabad Metro gesed

— Development of 2*800 MW imported coal based Sacpkszal
Krishnapatnam Thermal Power Project

NPCIL : Facilitation of wheeling of Kakrapar power to HWBptive Plants

KEB . Development of 3000 MW Mangalore power evacuatimjget in JV
format

Advisory assistance tdlSEB, GEB and TNEB - Fibre Optic Cabl
based network on SEB’s T&D network

MCs Delhi, Pune, Kota, Kanpur, Ajmer, Udaipur, Bikaner
Developmennf MSW based power projects 10



AlIH
Private Sector

Monnet Ispat

Setting up a 300 MW coal mine based IEP in Orissa
Financial advisory and debt syndication 75 MW WHRBj@ct, Raigarh,
Chattisgarh

GMR

Structuring and funding acquisition of the balarqgeity interest for the
200 MW liquid fuel based power project Chennai,

Project Funding and Debt Syndication for Vemagaower Generation
Ltd for 387 MW CCGT project at Vemagiri, AP

BILT : Financial advisory and restructuring of 5 nos oP&P

Deepak Fertilizers: Revalidating plant configuration, Financial
structuring, liaison with MSEB / MERC for 13 MW cexg CPP

INDAL : Selection of a Developer through ICB - 100 MW

Malana : Structuring financial guarantee of Rs 250 mn tdvB& hydro

Power Project
11



AlLEES

Salient Debt Syndication

Project Amount Instrument
Vemagiri Power Rs 8.0 bn Senior Debt
Acquisition Financing Rs 1.0 bn Sponsor level
for GMR Debt Funding
Enercon Projects, Sri Rs 4.0 bn Senior Debt
Lanka (underway)

Enercon - IPP, 129 MW Rs 5.0 bn Senior Debt
Project in India
Monnet Ispat’s 75 MW Rs 2.25 bn Senior Debt

WHR
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AILEES
IL&FS and Wind Power

Project Financing for a 21 MW wind power project Karnataka,
Average PLF 34 %

Comprehensive project and financial advisory fog targest IPP Wind
farm project (129 MW) in the country

IL&FS has been mandated as the Sole Transactiomséd for the
development of

- 50 MW Wind Power Project in Karnataka by ONGC

- 100 MW Wind Power Project in Sri Lanka

Tariff Advisory

- For fixation of tariff and policy for wind farm pjects, represented
Renewable Energy Developers Associations -

o Maharashtra

o Andhra Pradesh 13



AJLEFS
Wind Power Related Experience

Policy Formulation
- MNES Committee for standardization of WEGsS

- GoM’s Committee for selection of WEGSs for the demaosusdin of
wind farm project

- Hon Minster Valase Patil Committee for DevelopmenRehewable
Energy Projects in Maharashtra

Wind Power Development & Operations

- IL&FS owns and operates a 6.5 MW Wind Farm Powekndhra
Pradesh since 1995 — in-house project developmeet&se
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AlLEES

Key Project Development cum Advisory Initiatives

ONGC Tripura Power/Evacuation Project (750 MW Projed in
Tripura) . Co-Developer and Transaction Advisor

Teesta Ill Hydro Project (1200 MW Project in Sikkim) - Co-
Developer and Transaction Advisor

Vembar Power Project (2000 MW Project in Tamil Nadu)— Co-
Developer and Transaction Advisor

Bagasse based cogeneration projects in Maharasht(200 MW
capacity) —Co-developer and Transaction Advisor

15
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Overview of WIind Power Sectol



AJLEFS
Global Wind Energy Installed Capacity (2004)
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| AILSFS
Mapping Advances In Technology

Rated Power

Rotor Diameter

Hub Height

Potential Annual Energy Yield

o OVN

1980 1985 1990 1995 piejele 2005
5,000KW

R-Power 30KW 80KW 250KWwW 600KW | 1,500KW
(Offshore)
Rotor 15m 20m 30m 46m 70m 115m
Hub Height| 30m 40m 50m 78m 100m oO0m
M Yield kwh |35,000| 95,000 400,000 |1,250,000]| 3,500,000 17,000,000 [===———
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WIind Resource In India

WiIND RESOURCE IM

INDIA |
|

= IS HAL

P AT ESH IO STATES IH IMDIA |
AT Z0m ABOVE GROUND |

UMIT : W 2

PURIAE Yy,

.E ._r‘l_:l',nﬂr:ué‘
ok
L =t

___:,_.’_I:I_'I.'TAH‘ PRACESH

A JASTHAN

H.JI'-!II H I'.A.ﬁll.:Ehl ETaATES
P

T

—

MAHAR&TEITRA F

am f

b
R

¥

H Ig h ol AambrRa PRARESH
Potential Sites

Bay QF BENGAL

WIND FOWER DEMEITY

0 , af 30 METERS — wm-2 |
H“\::“‘T‘-kl}‘ﬁ{-"x =550
e 00330
B oo-ion
= . (00-250
| jﬁ\ﬁ S 150-z00

OCEAM

i P i | ket 19




State-wise Wind Power Potential
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Note : Gross potential is based on assuming 1% of land availability for
wind power generation in potential areas.

Source : MNES
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wind speed (m/s)
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A]LEFS
erage Wind Speed Distribution In India
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Major Potential Sites

Andhra Pradesh - Kadavakallu, Kakula Konda,
Singanamala

Karnataka - Arasinagundi, B B Hills,
Jogimatti, Madikarkatti, Sogi A

Kerala - Parampukettimedu,
Ramakalmedu, Sakkulathumedu

Rajasthan - Harshmath

Tamil Nadu - Algiyapandiyapuram,
Ayikudy, Kattadimalai,
Panakudi, Rameshwaram

AlLEES
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AlIH
Wind Power Policies At A Glance

Favorable Regimes
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AlLSES
Demand Supply Scenario

Peak Demand Peak Supply Deficit Energy Demand Energy Su  pply Deficit
MW MW MU MU

Rajasthan

Actual January 06 5,285 4,671 -12% 3,254 2,998 -8%

Anticipated 2006- 07 6,772 4,470 -34% 40,341 30,312 -25%
Maharastra

Actual January 06 15,935 11,117 -30% 9,657 7,291 -25%

Anticipated 2006- 07 16,716 13,828 -17% 106,892 83,378 -22%
Karnataka

Actual January 06 5,420 5,393 -1% 3,428 3,409 -1%

Anticipated 2006- 07 7,740 5,855 -24% 44,748 35,026 -22%
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AlLSES
Industry Architecture In India

3-4 large turbine manufacturers with internatioleghnical / financial
collaborations with European companies dominate rimrket -
Enercon, Suzlon, Vestas and NEG MICON are key players

Significant accelerated tax saving potential forofpp making
companies

A large portion of windy sites across the courgineady mapped and
acquired by these manufacturers

Consequently manufacturers now offer composite kages
comprising of mapped out sites, project executind @&M of the
machines

Pricing reflects the underlying project econominsa given state
considering financing costs and grid offtake prie&s

25
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Project Finance for Wind Power In Indi;|



Typical Response Of The Financial Sectof b
o Wind Power Project

Too Not
No track ) in
risk
record y our
focu Mayb
S e
Next
year
Techno-
logy not
proven
No
Hot market His
Air potentia job

Specialist sectoral knowledge is required to understand

Wind Power Project i



Conventional Modes Of Financing
Wind Power Project
e Conventional modes for financing a wind power project :
— Term Loan
— Finance Lease

— Operating Lease

28



Term Loan

Typical debt : equity mix of 70:30
— Promoter to arrange for high equity portion

Debt to be structured as a long term with steppedurepayment
structure

Tax depreciation on the asset with the borrower

29



Finance Lease

Funding available for approx. 90% of the costéxssbr
Tax benefit of depreciation accrues to the lessor

Longer tenor for project to be cash neutral

30



Operating Lease Structure

Funding for approx. 100% of the cost
Residual Asset risk to be borne by the lessor

Lessor to build in protection by way of penalties for
termination

Tax benefit of depreciation accrues to the lessor

Tenor less than useful life of the asset

31



Bankability Criteria

Bankability Criteria to include :

« Strong Project Developers

 Appropriate Contractual Structuring

 Equipment suppliers with proven track record
 Appropriate Fuel Supply Agreements

Cost Competitiveness and project viability on dtatone basis
« Adequate mitigation of off-take, payment risk

 Meeting stakeholder expectations

32



Wind Power Projects — Generic Pluses

Short Gestation Period

= 6-8 months of projects implementation time-framarahimal
project development costs

Low Technology Risk

= Wide availability of state-of-the-art wind turbinegth minimal
downtime=coupled with relatively small unit sizes - reduce of
technical failure compared with large generatingsun

Depreciation Benefits

= Unabsorbed tax depreciation in first year : ab&db 6f cases at
33% tax rate translates into effective saving adrdv¥s 1 crore/MW
In the first year of operation

Ideal for generating electricity at a local level

= Electricity produced can be fed directly into tbedl distribution

network, thus reducing transmission losses a3



The Myths

Wind energy projects are not commercially and ecanally viable

Wind energy is not cost competitive with conven#ib sources of
energy

Wind power involve "leaps of faith" — in terms oédhnology,
market and economic forces

Sustainable Investments such as in  Wind power are
about charity — and we cannot afford to be benevolith
shareholder funds
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The Response Needed

Need to understand th4¥ind energy is "riskier" - because of "lack of
specialised skills within the banking community"

Banks need to invest in skilled resources to undeds measure,
mitigate, control and monitor risks

Banks -which in the past have supported thesestmants without
properly understanding these projects - have suffeasnd in terms the
Impact has resulted in throwing the "baby out with bath water™

The "battle" (challenge) has to be won based om@@ommercial
analysis and NOT at an emotional level

Stakeholders need to move to economic argumedts@nemotional
ones - with achievable goals and realistic targets
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Wind Power Project Financing Challenging

In India

 Financial Constraints of SEBs

Payment Capacity over long tenors not predictable
Timely Financial Statements not made available

 Regulatory Constraints

No clear demonstrated preference for Wind PowejePis at
State Level

3rd party offtake provisions absent in some states
No clear commercial rationale for arriving at W&Barges
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Constraints In Financing Wind Power
Projects In India

e Operational Data Constraints
— Evacuation not guaranteed — grid downtime
— Resource Data on wind, biomass, hydrological watl@ble

 Capital Market & Financial Constraints
— Not possible to raise long tenor bonds in India
— Classes of Mezzanine Investors not present
— Insurance market not well developed
o Wind resource, biomass availability cannot belgassured

 Project Sponsors
— Financial Wherewithal to bear cost overruns oreasi scenarios
limited
— Very few states have encouraged Developers

37



Typical PPA From State Owned Transco
Has Several Contractual Weaknesses

Base Load Operations only on a best efforts basis

Silent on compensating project sponsor on fatiorevacuate
power

One sided Termination Clauses

On Default by Transco, windfarm has to pay heftgrgles
for using state grid and has no other option

Earlier PPAs not grandfathered

Tariff revised for PPAs signed earlier —impairs Deb
Servicing capability

Uncertain IRR for Project Sponsors

Absence of Deemed Generation Clauses
Remedy on Continued Payment Default not clear
Appropriate Termination Clauses absent

PPAs revised after project is commissioned
38



3rd Party H.T. Offtake Implicitly Discouraged

Case Study - WHEELING & BANKING CHARGES in Karnataka

« 6% Flat Wheeling Charges!

* high Banking Charges !!

« 18.67 paise /Kwh Transmission Charges (for > 66 kv consumers)

+

5% Ad valorem Electricity Duty

e This is equivalent to about 30 — 35% of windfarm revenues
Charges not related to the actual level of losses in the H.T. grid
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Wind Power Project — Rationale

« Rationale for Captive power plant :

Average cost of less than Rs 2 per unit over 20sye
Substantial reduction in cost as compared to SBiepo

Depreciation benefits

 Rationale for Independent power plant :

Low cost of generation vis-a-vis other sources
Long asset life

Low tax incidence

Stable cash flows

40



Managing Risks

GOVERNMENT
CONCESSION AGREEMENTS GOVERNMENT

CONCESSION AGREEMENTS
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Option 1: Comprehensive Transaction
Advisory

Concept to Commissioning Advisory Services forj@cts to be set up by

Developer in its books
— Project Development
o0 Site Selection
o Preliminary viability assessment
— Contracting
o Selection of WEG supplier
o0 Negotiation and execution of the supply contracts
0 Appropriate risk allocation
— Approvals
o0 Obtention of statutory approvals for setting up pinoject

o Obtention of regulatory approvals for wheelingpofver to
Developer facilities in respective states

— Financing — by Developer from its internal resoarce

"R # +&.H#  # "1""2 = 42
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Option 2: Project Domiciled on IL&FS’

Books
 IL&FS/IL&FS managed SPV to set up project(s) anaboks and sell power to

Developer for its captive use
— Developer gets power at lower than grid tariff
o Tariff can be structured as a levellised or steprdbasis

— Part of the depreciation benefits available to H&can be shared with
Developer

— Developer not required to allocate any personnéhancial resources for the
projects

— Developer can have an option to buy outaissets after a periazb/10

years
— Price of power pre determined, not subject tatidh/ grid tariff variation

43




In Summation...... he IL&FS Advantage
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In Conclusion

IL&FS, with its unique experience in the wind power
segment and expertise in advising, structuring and
financing power projects Is ideally positioned to

facilitate Corporates in setting up

the wind energy projects
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State-wise Wind Power Projects
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Key Success Factors For A Wind Power

 Wind Availability

— Avalilability of power from wind is a function @ube of wind
speed

Selection of an appropriate site after detailed
assessment of windiness Is key pre-requisite to
success

49



Key Success Factors...2

« WEG Availability

— WEG'’s ability to operate when wind is available is a
key indicator of its reliability

— WEG’s availability of 98% or more for modern
European machines is not uncommon

Detailed technical evaluation of competing WEGS and
appropriate contractual arrangements with significant
disincentives for lower than guaranteed availability

enhances project viability

50



Key Success Factors...3

 Turbine Arrangement (Micrositing)

— Wind turbines need to be carefully arranged im@iimum array
to obtain maximum energy from prevailing wind

— Most turbine manufacturers have developed micngsit
expertise

An optimal micrositing arrangement can add signifioageneration
potential to a wind energy project
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Key Success Factors...4
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Key Success Factors...5

Generation Guarantee

—  Most turbine manufacturers guarantee a power cune,
ability of the machine offered to generate powerind is

available as per power curve

—  The key, however, is to obtain a volume guaraftee
generation in a year — especially since the buyeffesed a

composite package

Appropriately structured guarantee framework andrdoact is key
deliverable for ensuring sustained commercial feaiity of the
project
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Key Success Factors...6

Long Term O&M Framework

—  Considering rapid technical advances and obsaolescd is
critical for sponsors to ensure long term availgbof spares
and supplies for the project

—  Since cash flow streams of power projects areillyi based on
normative O&M costs, it is important to obtain fimear-firm
prices on long term basis

— Also critical to structure an O&M framework whigfcentivizes
higher generation

A pre-determined O&M cost structure would lead toalstlity of
shareholders’ returns — critical to implement an apypriate

contractual framework ”



Key Success Factors...7

Other success factors include:

Past track record of WEG manufacturer especiallyroximity of

proposed project site
Disincentive framework for reactive power
Adeguate protection system to handle grid flucturest and lightening

Easy access to project site

As is evident, key to successful project developnt@mscends far
beyond technical aspects
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Option 3: Project on Developer Books and
Project Development by IL&FS

IL&FS/ SPV sets up project(s)

Asset domiciled on Developer books under a Deferred Paymentisau
—  Developer Enjoys tax depreciation benefits
—  Pays token upfront amount out of such tax shield to IL&FS/ SPV

All Wind farm related risks — structuring, implementation, epiens etc.to be borne by
IL&FS/ SPV

—  Developer buys power from Wind Farm for captive use (structwebathly
payments to IL&FS/ SPV against deferred payments due forseségt

0 Receivables from Developer would be securitised to raisedasafor the
project

— Developer accesses green power at sub grid tariffs

+  Price of power pre-determined, not subject to inflation/ g tvariation
& . # 0 1"# +  + ;o1
S+&.#  +# " L +"3# .+ - C °6




Option 3 — Key Benefits

Green Energy Project forfaoken Equity Investment

Project Assets Owneflom day 1 and accelerated depreciation of 80% avbal
available to Developer — 5% of the Project Cost in casivailable in first
year of operation

Effective rate of power lower than SEB tariff effieely saving on energy bills
of captive units

Payment in Monthly Installments pre-determinedZ0ryears

EPC / O&M / Generation Risks entirely assumed b\&IES/SPV - enabling
Developer taoncentrate on its core business

As owner of the assets, Developer can cBA Tax Holidayby maintaining
a separate undertaking

Option to Exitfrom the Project after 10 years by selling the g¢cbpack to
OEM could also be structured
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ypical Indian Wind Power Project
Capital Cost: Rs. 4. 5-4.75 crs / MW

Gestation Period : 6 months

PLF : 25-30%

O&M Cost per annum : 1% of capex

Debt Equity Ratio - 70: 30

Unabsorbed Tax depreciation in first year : aldhi®% of capex — at 33%
tax rate translates in to effective saving of dwer 1 crore/MW in the
first year of operation
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Stakeholder Matrix

Successful Project implementation involves addragsihe key
concerns of all the key stake holders
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Government - Role, Expectations And
ncern

Role
- Facilitator
- Bears specified obligations & risks
- Financial participant/fiscal concessions

Expectations

- Performance efficiency
- Cost efficiency

- Concerns

- Transparency

- Windfall profits

- Limit on liability
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Equity Holder Expectations And Concerns

 Equity holder willing to invest where project happropriate risk
reward relationship

« Key concerns include:
- Return profile
- Potential for efficiency gains
- Exit mechanisms
- Regulatory concerns

 Therefore, structuring the project and making it b&able to
attract equity is important
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