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‘ Al Title of the project activity:

>>

Project Ulubelu Unit 3 — 4 PT. Pertamina Geothermal Energy
Version 02.4

6 February 2012

Document history:

Version 01, 3 June 2011

Version 02, 10 August 2011
Version 02.1, 18 November 2011
Version 02.2, 6 December 2011
Version 02.3, 19 January 2012
Version 02.4, 6 February 2012

A.2. Description of the project activity:

>>

The Project Ulubelu Unit 3 — 4 PT. Pertamina Geothermal Energy (hereafter, the Project) developed by
PT. Pertamina Geothermal Energy (PGE), hereafter referred to as the Project Developer, is a geothermal
power plant in Lampung, Indonesia (hereafter referred to as the “Host Country”). The Project’s net
installed capacity is 2 x 55 MW', while its total gross power output installed capacity will be 2 x 58 MW.
An estimated power generation of 867 GWh per annum (based on the predicted load factor of 90%
multiplied with the net installed capacity) will be supplied to the grid operator.

The key purpose of the project is to utilise the geothermal resources of the mountain areas surrounding
Ulubelu to generate electricity to be transmitted to the Sumatera Interconnected grid (hereafter referred to
as the Grid) through the Perusahaan Listrik Negara (PLN, state-owned electricity company)
interconnection point in the Ulubelu geothermal project area.

The Ulubelu geothermal field® is developed and operated by PGE as per government concession
regulation and consists of production and injection wells. The Ulubelu geothermal field will supply steam
to the 110 MW Ulubelu I power plant® (units 1 and 2, owned by PLN) and the Project, which is Ulubelu
II power plant, (officially known as Ulubelu unit 3 and 4, owned by the Project Developer). Ulubelu I and
Ulubelu II geothermal power plants are considered two different power plants that are owned and
operated by different entities. In addition to that, both power plants will not share same steam wells and
steam header during their operational time.

' As per technical specification documentation that was sent to PLN in October 2010, 2 x 58 MW is Ulubelu’s
power output or total gross installed capacity as per turbine’s nameplate. While 2 x 55 MW is the net installed
capacity, which the project developer used in the Power Purchase Agreement with PLN dated on 11 March 2011.
The difference between power output or total installed capacity and net installed capacity, which is 2 x 3 MW, will
be covering power plant auxiliaries (referred also as the project developer’s internal consumption).

? Ulubelu geothermal working area (concession area) is given to Pertamina (parent company of PT. Pertamina
Geothermal Energy) based on Ministry of Mining and Energy Decree No. 1521 K/034/M.PE/1990 issued in 30
October 1990.

? “Ulubelu Unit T and Unit IT 2 x 55 MW Geothermal Power Plant Project (PT. PLN)”. This Ulubelu power plant
owned by PLN is being developed as a CDM project, submitted to UNFCCC Prior Consideration on 24 March 2010
http://cdm.unfccc.int/Projects/PriorCDM/notifications/index_html
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As a geothermal company, PGE business has been focusing on geothermal resource development and
steam production. Most of produced geothermal steam is sold* to power plant owner, and the only PGE
owned power plant PLTP Kamojang unit IV’ was realised in 2008 as a registered CDM project. Ulubelu
II power plant will be the second total project by PGE, to have a specific Power Purchase Agreement with
PLN.

The project is contributing to sustainable development of the Host Country®. Specifically, the project:

* Increasing community development and corporate social responsibility at Ulubelu geothermal area, as
this project shows great improvement to existing geothermal field operation (social sustainability)

* Enhances the local investment environment and therefore improves the local economy, increases
employment opportunities as 30 — 40 persons will be permanently employed for the project activity
operation, another 40 persons will be employed for the Ulubelu geothermal field operation, and the
construction of the project provides employment in the construction sector (economic sustainability)

* Diversifies the sources of electricity generation, which is important for meeting growing energy
demands and facilitates the transition away from diesel and coal-supplied electricity generation
(environmental sustainability)

* Makes greater use of geothermal renewable energy generation resources for sustainable energy
production with leading local contractor (technology sustainability)

‘ A.3. Project participants:

>>
Kindly indicate if the Party
Name of Party involved (¥) | Private and/or public entity(ies) project involved wishes to be
(host) indicates a host Party) participants (*) (as applicable) considered as project
participant (Yes/No)
Republic of Indonesia PT. Pertamina Geothermal Energy No
(host) (private entity)
. South Pole Carbon Asset Management Ltd.
Switzerland . . & No
(private entity)
(*) In accordance with the CDM modalities and procedures, at the time of making the CDM-PDD public at the stage of validation, a
Party involved may or may not have provided its approval. At the time of requesting registration, the approval by the Party(ies) involved
is required.

Further contact information of project participants is provided in Annex 1.

‘ A.4. Technical description of the project activity:

‘ A.4.1. Location of the project activity:

| Ad.1.1. Host Party(ies):

>>

* PGE as a steam seller and power plant owner typically has a Steam Sales Contract (SSC). Specifically for power
plant owned by PGE such as Kamojang IV and Ulubelu II, PGE has Power Purchase Agreement (PPA) with PLN. .

> Kamojang Geothermal (Project Ref. No. 3028), http://cdm.unfccc.int/Projects/DB/RWTUV 1255101629.04/view

% Sustainable Development criteria defined by the National Commission on Climate Change (representative of
Indonesian DNA) http://pasarkarbon.dnpi.go.id/web/index.php/dnacdm/cat/5/sustainable-development-criteria-.html
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Republic of Indonesia.

‘ A4.1.2. Region/State/Province etc.:
>>
Lampung.

‘ A4.1.3. City/Town/Community etc:
>>

Tanggamus Regency, Ulubelu Sub-district.

A4.1.4. Detail of physical location, including information allowing the

Figure 1 — Location of Ulubelu Geothermal Area. Source: Google Earth

Ulubelu II geothermal power plant is located approximately 100 km east of Bandar Lampung, the capital
of Lampung province.

The exact location of the geothermal power plant is defined using GPS coordinates —5.30500°,
104.57841°.

‘ A.4.2. Category(ies) of project activity:

>>

According to Annex A of the Kyoto Protocol, this project fits in Sectoral Category 1, Energy Industries
(renewable/non renewable).

>>

The Project uses well-established geothermal power plant technology for electricity generation and
transmission, with total gross power output of 2 x 58 MW and net installed capacity of 2 x 55 MW. The
Project consists of a geothermal power plant with a steam turbine generator, gas extraction system,
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switchyard and utility system. The steam for the project will be provided by active geothermal wells from
the Ulubelu geothermal field, with condensate re-injection wells to maintain groundwater supply. The
main technical parameters of the proposed project are shown in Table 1.

Table 1 — Main technical parameters of the proposed project

Variable Value Source

Turbine generator capacity (MW) 2x 58 Power plant technical specification as
sent to PLN, page D-25

Net installed capacity (MW) 2x 55 Feasibility Study Report, page 9

Operating time yearly (hours) 7884 Calculated based on 90% load factor

(8760 x 90%) | as per Feasibility Study Report, page

9

Expected annual power generation / 867,240 Feasibility Study Report, page 9

effective supply to the grid (MWh)
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Steam
Turbine

Ravenue meter

Swichyard 0 Sumatera Grd
150 KV Transmission Line

Ulubedu Geothermal Field

Project Boundary

Re-njection wells

Figure 2 — Ulubelu Geothermal Area (wells and power plant)

The Project will utilise state of the art but known technology in electricity generation and transmission.
The geothermal steam turbine generator systems and other equipments e.g. cooling system must be
imported. All supporting equipments used in the Project are produced domestically, whereby the project
developer is experienced in handling and operating equipment of this nature.

Steam collected from the Ulubelu geothermal field is sent to the Ulubelu II power plant, where it is
separated from condensate and fed into steam turbine generator systems (direct steam expansion).
Returning condensate from the turbine and steam separator is then collected and re-injected back into the
geothermal field area. Electricity produced is sold to PLN.
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>>
Annual estimation of emission reductions
Year (tonnes of COze)
Y1 581,784
Y2 581,784
Y3 581,784
Y4 581,784
Y5 581,784
Y6 581,784
Y7 581,784
Total estimated reductions 4,072,488
(tonnes of CO,e)
Total number of crediting years 7
Annual average over the crediting period of 581,784
estimated reductions (tonnes of CO,e)
A.4.5. Public funding of the project activity:
>>

The project does not involve any public funding’ from Parties included in Annex I of the UNFCCC.

7 The project will be financed through World Bank:
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/ENVIRONMENT/0,,contentMDK:22970142~menuPK:1
76751~pagePK:64020865~piPK:149114~theSitePK:244381,00.html
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| B.1.

>>

1. The baseline and monitoring methodology ACMO0002 is used

“Consolidated baseline

methodology for grid connected electricity generation from renewable sources” version 12.1, in

effect as of 26 November 2010;

2. The “Tool to calculate the emission factor for an electricity system”, version 2.2.1, in effect as 29

September 2011;

3. The “Tool to calculate project or leakage CO, emissions from fossil fuel combustion”, version

02, in effect as of 2 August 2008;

4. The tool for demonstration and assessment of additionality used is: “Tool for demonstration and
assessment of additionality”, version 05.2, in effect as of 26 August 2008.

Further information with regards to the methodology can be obtained at:
http://cdm.unfccc.int/methodologies/PAmethodologies/approved.html

B.2 Justification of the choice of the methodology and why it is applicable to the project
activity:
>>

The methodology chosen is applicable to the proposed project due to the following reasons:

Table 2 — Applicability Conditions of ACM0002

Methodology

CDM Project Activity

This methodology is applicable to grid-connected renewable
power generation project activities that (a) install a new power
plant at a site where no renewable power plant was operated
prior to the implementation of the project activity (greenfield
plant); (b) involve a capacity addition; (c) involve a retrofit of
(an) existing plant(s); or (d) involve a replacement of (an)
existing plant(s).

The project is a grid-connected
renewable power generation that install
a new power plant at a site where no
renewable power plant was operated
prior to the implementation of the
project activity

The project activity is the installation, capacity addition,
retrofit or replacement of a power plant / unit of one of the
following types : hydro power plant / unit (either with a run-
of-river reservoir or an accumulation reservoir), wind power
plant / unit, geothermal power plant / unit, solar power plant /
unit, wave power plant/unit or tidal power plant / unit;

The project is an installation of
geothermal power plant / unit.

In the case of capacity additions, retrofits or replacements
(except for wind, solar, wave or tidal power capacity addition
projects which use Option 2: on page 11 to calculate the
parameter EGpj,) : the existing plant started commercial
operation prior to the start of a minimum historical reference
period of five years, used for the calculation of baseline
emissions and defined in the baseline emission section, and no
capacity expansion or retrofit of the plant has been undertaken
between the start of this minimum historical reference period
and the implementation of the project activity;

The project is not a capacity addition,
retrofits or replacements.

It is a development of new power
generation facility.
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On the basis of the reasons stated above, the applicability criteria of the methodology are met.
B.3.  Description of the sources and gases included in the project boundary
>>
Source Gas Included? Justification / Explanation
CO, emissions from CO, Included According to ACMO0002 only CO,
electricity generation in emissions from electricity generation
2 fossil fuel fired power should be accounted for (main emission
= plants that is displaced source)
Z due to the project CH, Excluded According to ACM0002 (minor emission
A activity source)
N,O Excluded According to ACMO0002 (minor emission
source)
Fugitive emissions of CO, Included According to ACMO0002 : CO, fugitive
CH,4 and CO,; from non- emissions from non-condensable gases
z condensable gases should be accounted for (main emission
Z contained in geothermal source)
- steam CH,4 Included According to ACMO0002 : CH, fugitive
§ emissions from non-condensable gases
=y should be accounted for (main emission
& source)
N,O Excluded According to ACMO0002 (minor emission
source)
. CO; emissions from | CO, Included According to ACMO0002 : CO, emission
5 combustion of fossil from fossil fuels combustion should be
b5 fuels required to operate accounted for (main emission source)
f the geothermal power | CH, Excluded According to ACMO0002 (minor emission
2 | plant source)
E N,O Excluded According to ACMO0002 (minor emission
source)
B.4. Description of how the baseline scenario is identified and description of the identified
baseline scenario:

>>

Ulubelu II power plant or the project is a separate, distinct power plant from Ulubelu I power plant. Even
though both power plants share the same Ulubelu geothermal field, different steam supply system under
different Power Purchase Agreement / PPA (or Steam Sales Contract / SSC) between PGE and PLN, to
supply contracted amounts of electricity to the Sumatera grid (or geothermal steam to power plant) is
applied. Since this project does not modify or retrofit existing electricity generation facilities the baseline
scenario is the following:

Electricity delivered to the grid by the project would have otherwise been generated by the operation of
grid-connected power plants and by the addition of new generation sources, as reflected in the combined
margin (CM) calculations in B.6.1.

Table 3 — Key Information and Data Used to Determine the Baseline Scenario

‘ Variable

Value / Unit

Source
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Operating Margin Emissions factor 0.906 tCO,e /MWh | PLN database
Build Margin Emissions Factor 0.581 tCO,e / MWh (own generation and [PPs*)
Combined Margin Emissions Factor 0.743 tCO,e / MWh | in cooperation with the Indonesian
DNA and the Ministry of Energy
Generation of the project in year ‘y’ 867,240 MWh 110 MW x 90% x 24 hours x
365 days

(*) Independent Power Producers

In the absence of the project, electricity will continue to be generated by the existing generation mix
operating in the Sumatera grid.

The realistic and credible alternatives to the project activity are considered to investigate the baseline:

Alternative I:

The proposed project activity implemented without CDM financing, i.e. the construction of a new
geothermal power plant with net installed capacity of 110 MW connected to the local grid, implemented
without considering CDM revenues. This alternative is in compliance with current laws and regulations of
Indonesia. However, according to the investment analysis in section B.5, the proposed project activity
without CDM revenues is economically unattractive, and therefore is not a realistic baseline scenario. For
a full assessment, please see section B.5.

Alternative 2:

Continuation of the current situation, i.e. electricity will continue to be generated by the existing
generation mix operating in the grid, with capacity additions as planned. This alternative will be
considered as the baseline scenario.

Alternative 3:

Construction of a thermal power plant with the same installed capacity or the same annual power output.
This alternative is in compliance with the existing laws and regulations in Indonesia; there are no laws or
regulations prohibiting the construction of such a thermal power plant (gas, diesel or coal-fired power
plant). Out of these power plants, gas power plants will have technical barriers, since there is no gas
pipeline constructed in the Ulubelu mountain area. Construction of a diesel power plant will face less
barriers to implement, however, with the increase in fuel price, it is expected that the operational cost of
such a power plant will be very high; thus the generation cost per kWh is expected to be very high. The
construction of a coal-fired power plant could also be considered as a potential baseline. Thus both the
continuation of the current situation (Alternative 2) and the construction of a coal-fired power plant
(Alternative 3) are possible baseline alternatives. In order to be conservative, the baseline scenario with
the lowest emissions is selected for comparison; therefore alternative 3 will not be considered further.

Alternative 4:

Construction of renewable power generation with the same installed capacity or the same annual power
output. This alternative is in compliance with the existing laws and regulations in Indonesia. However it
is not plausible. PGE has no competencies in construction and operation of other renewable power
generation (hydro, wind, solar etc.). Hence, this is not a plausible alternative to the project owner.

Thus two alternatives remain from this analysis which will be examined in more detail in section B.5:

Alternative 1

The proposed project activity implemented without CDM financing, i.e. the construction of a new
geothermal power plant with net installed capacity of 110 MW connected to the local grid, implemented
without considering CDM revenues.
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Alternative 2
Continuation of the current situation, i.e. electricity will continue to be generated by the existing
generation mix operating in the grid, with capacity additions as planned.

B.5. Description of how the anthropogenic emissions of GHG by sources are reduced below

>>
The following steps are used to demonstrate the additionality of the project according to the latest version
of the “Tool for the demonstration and assessment of additionality” agreed by the Executive Board for the
assessment of alternatives, please refer to B.4:

The start of the crediting period of this project activity is not prior to the date of registration, however for
the assessment of additionality it is important to note that the CDM was taken into account when
investment decisions were considered, and in the planning stages of the project.

PT. Pertamina Geothermal Energy (PGE) is a subsidiary to Pertamina holding, incorporated in December
2006 as a spin-off from Pertamina Upstream Division. Its core business is geothermal steam exploration
and production (E&P), and therefore selling geothermal steam to power plant owners® currently in 2
major areas and 1 minor area. Apart from those existing geothermal fields, Ulubelu was developed since
2007 as a new geothermal field project to supply geothermal steam for its future power plants. Currently,
PLN builds Ulubelu I power plant (2 x 55 MW) and will purchase steam from Ulubelu geothermal field
operated by PGE.

However, during subsequent years PGE management tried some possibilities of developing its own power
plant, another 2 x 55 MW Ulubelu II power plant (the CDM Project Activity) to generate and sell
electricity to the Sumatera interconnected grid. The Head of Agreements between PGE and PLN was then
signed in 2010 for Ulubelu I power plant (steam sales, SSC) and Ulubelu II power plant (electricity sales,
PPA). Geothermal wells drilling activity for Ulubelu II power plant has started in May 2010, and is
expected to be completed in 2012 to start construction of the power plant itself. The electricity generation
might start in 2014, under the Ulubelu PPA (Power Purchase Agreement), which was signed in March
2011.

The following shows the timeline of historical work on the site, pre-project activity, and project
development:

Table 4 — Ulubelu II geothermal power plant historical progress

Activity Date Remarks

FS report for steam March 2007 Internal Pre-FS document

production and sales

PGE and PLN agreement 13 July 2009 Signed Minutes of Meeting (MoM) describes
facilitated by the National PGE and PLN common interest to develop
Development of Planning several geothermal fields in Indonesia
Agency (BAPPENAS)

FS report for power plant September 2009 Total investment = USD 270.95 million
development (expected electricity price = USD 90/MWh)
(electricity generation and

¥ Only in 2008 PGE started operating its own first geothermal power plant, a registered CDM project PLTP
Kamojang unit IV
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sales to the Grid)

PGE Board of Directors and
Board of Commissioners
agreed to develop Ulubelu II
as total project

21 January 2010

Minutes of Meeting describes Board of
Directors and Board of Commissioners
decision to develop Ulubelu II geothermal
power plant

Head of Agreement (HoA) 17 February 2010 Steam sales = Ulubelu I, Lahendong IV,

between PGE & PLN Hululais, Kotamobagu I-1I, Sungaipenuh
Electricity sales = Ulubelu II, Karaha,

(for eight geothermal areas) Kamojang, Lahendong V, Lumutbalai I-1I

Contract for wells drilling 8 April 2010 Umbrella contract to drill steam well is

works signed between PGE and Pertamina Drilling
Services Indonesia (PDSI) to cover 7 wells
dedicated for Ulubelu II.

Work order submitted to the | 6 May 2010 Work order signed by Ulubelu project

drilling company (PDSI) for manager to commence drilling for UBL #18

UBL #18

Construction work, start 8 May 2010 PGE internal reports: list of drilled wells at

geothermal wells drilling Ulubelu geothermal field

dedicated for Ulubelu 11

(UBL #18)

CDM Prior consideration 30 August 2010 Prior consideration published in the

sent to the Indonesian DNA

Indonesian DNA website as following:
http://pasarkarbon.dnpi.go.id/web
/index.php/komnasmpb/cat/4/database/2.html

Confirmation of CDM prior
consideration from the

4 September 2010

Letter to President Director of PGE from the
Indonesian DNA regarding CDM prior

Indonesian DNA consideration
CDM Prior consideration 16 September 2010 Prior consideration published in the
sent to UNFCCC UNFCCC website on 12 October 2010:

http://cdm.unfccc.int/Projects
/PriorCDM/notifications/index html

Environmental Impact
Assessment / EIA report

20 October 2010

Approval by Lampung province
environmental agency

PPA signed with PLN

11 March 2011

Price = USD 7.53 cent / kWh
(30 years from COD)

ERPA signing with South March 2011 Signed ERPA between PGE and South Pole
Pole Carbon Asset CAM Ltd.

Management Ltd.

Power plant construction May 2012 PGE project planning as per Feasibility

start

Study Report, page 8

Power plant operation start

1 January 2014

This is commercial operation for Ulubelu II,
when both unit #3 and #4 are in operation,
PGE project planning as per Feasibility
Study Report, page 8

Step 1. Identification of alternatives to the project activity consistent with current laws and

regulations

Sub-step la. Define alternatives to the project activity:
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Two remaining alternatives are considered:

Alternative 1: The proposed project activity without CDM: construction of a new geothermal power plant
with net installed capacity of 110 MW connected to the Grid, implemented without considering CDM
revenues.

Alternative 2: Continuation of the current situation. Electricity will continue to be generated by the
existing generation mix operating in the Grid.

Sub-step 1b. Enforcement of applicable laws and regulations:

All alternatives are in compliance with all applicable legal and regulatory requirements of Indonesia.

Step 2. Investment Analysis

According to the “Tool for the demonstration and assessment of additionality”, three options can be
applied to conduct the investment analysis. These are the simple cost analysis (Option I), the investment
comparison analysis (Option II) and the benchmark analysis (Option III).

Sub-step 2a : Determine appropriate analysis method

Since this project will generate financial / economic benefits other than CDM-related income, through the
sale of generated electricity, Option I (Simple Cost Analysis) is not applicable.

According to the Additionality Tool, if the alternative to the CDM project activity does not include
investments of comparable scale to the project, then Option III must be used.

Given that the Project Developer does not have alternative and comparable investment choices, the
benchmark analysis (Option III) is more appropriate than investment comparison analysis (Option II) for
assessing the financial attractiveness of the project activity.

Sub-step 2b : Option III — Application of benchmark analysis

The likelihood of the development of this project, as opposed to the continued generation of electricity by
the existing generation mix operating in the grid (i.e. Alternative 2 — the baseline) will be determined by
comparing the project IRR without CDM financing (Alternative 1) with a suitable benchmark that
considers the specific context in which the proposed project activity takes place.

According to the paragraph 13 of the EB 51 Annex 58 in the case of projects which could be developed
by an entity other than the project participant, the benchmark should be based on publicly available data
sources. The project activity could have been developed by any other entity, as long as this entity had the
authorization to do it. This authorization can be transferred from one company to another, as happened to
the project in the past’. For this reason the benchmark has been duly derived from publicly available data
sources.

An appropriate benchmark value represents the minimum required return which the project should earn to
justify its financial viability. It has been determined according to the “Tool for demonstration and
assessment of additionality” (hereinafter ‘Tool’) and the “Guidance on the assessment of investment
analysis” (hereinafter ‘Investment Guidance’). The benchmark has been derived from government bond
rates, increased by a suitable risk premium to reflect private investment in a particular industry; those
parameters are based on information that is publicly available and standard in the market (‘Tool’, sub-step

’ Renewable Energy in Asean: Indonesia-geothermal, refer to Table “Suppliers and Manufacturers” (PT.

Darmasatrya Arthasentosa Calpine tried to negotiate Ulubelu geothermal development, in 1999/2000)
http://www.aseanenergy.org/icra/indonesia/geothermal/geothermal.htm
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2b, para.6a; ‘investment guidance’ para.12). The risk premium applied reflects the risk of the project
activity being assessed as required by the ‘Investment Guidance’ (para.15) but does not relate to an
‘internal benchmark’ that would apply an individual’s perception of risk involved in the project activity or
individual profit expectations (‘Investment Guidance’, para.13). The weighted average cost of capital
(WACC) of the project activity is used as most appropriate benchmark to compare with the project’s
return (‘Investment Guidance’, para.12 in combination with para.14 WACC is an appropriate benchmark
for a project IRR). The selected approach is widely accepted as a suitable approach among financial
managers to take investment decisions.

Financial data used in the benchmark determination is obtained from Indonesian government bond rates
which are increased by an appropriate risk premium that expresses the additional (market and financing)
risk of equity investments over returns on riskless assets. The ‘Investment Guidance’ requires project
participant to risk-adjust the benchmark according to the specific risk profile of the project activity, i.e. its
market and financing risk (para.14). All information used in this financial analysis, including specific
market risk is based on actual publicly available financial market information and provided by financial
experts.

Considering information available to the project developer, the project WACC was calculated based on
the following inputs:

Table 5 — Values taken for benchmark determination

Parameters Value Reference

Geothermal tax rate 34 % Presidential Decree no. 49 issued in 1991

Cost of Debt 3.98% | 2009 investment rate value for commercial and joint
bank from Central Bank of Indonesia statistic webpage

Risk free rate in Indonesia 10.50 % | Government bond rate FR0052 with validity until 15
August 2030

Equity return (Market return) 29.76 % | Jakarta Composite Index (JCI) between January 2003

until December 2009, on tab ‘Market Return’ in ER-
IRR-WACC calculation worksheet

Cost of equity 47.57% | CAPM, Calculated

Electricity generation asset Beta 1.92 Bloomberg Finance LP

D/ E ratio 1.63 Debt to Equity ratio, Bloomberg Finance LP for Asian
market average

WACC 19.67 % | (calculated from above values)

The formula applied to calculate the WACC is the following:

WACC" =
[Cost of Equity(%) x Equity Proportion(%)] + [Cost of Debt(%) x Debt Proportion(%) x (1 - Tax rate)]

Determination of “Cost of Equity”

The cost of equity is determined by utilizing the Capital Asset Pricing Model (CAPM). The CAPM
defines the compensation of investors for investments taken. One part of the formula is related to the time
value of money (risk free rate) compensating for investment over a time period, the other part represents
the risks for investment. This is calculated by taking a risk measure, so called beta (). The beta compares
the returns of the asset to the market over a period of time and to the market premium. The formula
correctly applied is as following:

10 http://www.investopedia.com/terms/w/wacc.asp
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Cost of Equity = Risk Free Rate + [Beta x (Market return - Risk free rate)]
Re = Rf + [B x (Rm — Rf)]

Where:

Re: Cost of equity

Rf: Risk free rate

B: Beta

Rm: Expected market return

The applied model is internationally known'' and applied in making investment decision.

Explanation of input values to the Cost of Equity

Rf: 10.50 %

The risk free rate is determined for Indonesian government bond (long term, 30 years corresponding to
the start date and the expected lifetime of the proposed project acivity), first issue date published in
August 2009. These bond rates were available at the time of making the investment decision. The data for
the Risk free rate is sourced from Indonesian Central Bank webpage'?, and the value of the Risk free rate
can be found in the ‘market return’ tab in Ulubelu ER-IRR-WACC calculation spreadsheet.

B:1.92

The Beta value is calculated based on sector information, as provided by Bloomberg Finance L.P. taken
from Asia region, power sector, where data is complete. One-year data (2009) was taken to give
representative value, since typical business dynamics on different years might pose significant changes to
company situation that often made diverse business activities. Hence longer data period would have less
certainty to the specific business sector, i.e. energy generation.

Rm: 29.76 %

The market return is calculated based on the Jakarta Composite Index (JCI) and was used in the Capital
Asset Pricing Model (CAPM) to calculate the cost of equity as shown in the Equation below. The
compounded return for the market is calculated over a time period of seven years (January 2003 —
December 2009, the longest dataset to give representative figure to the current and future market) to
determine the market return. The Asian economic crisis gave significant impact to the national economy
during 1997 — 1998, while recovery took several years following the crisis (prolonged when the global
economy was once more under pressure after the 9/11 incident in 2011).

The Indonesian political situation was much more stable since year 2003. Prior to that, three different
Presidents took office every two years, and six new Provinces emerged but then the Government realized
it to be not very effective for economic development, and only one Province was formed in 2004 until
today. The new elected President in 2004 was considered to be much more democratic and provided
ample support to economic growth, as the Vice President was a prominent businessman with forward
thinking to new economic and fiscal policies. This is considerably different than previous era of
Indonesian democracy; therefore market situation has remarkably changed from the year 2003 onwards.

Cost of Equity as per CAPM approach:
Re = Rf + [Bx (Rm —Rf)]
10.50% + [1.92 x (29.76% - 10.50%)]

" http://www.investopedia.com/terms/c/capm.asp

12 http://www.bi.go.id/web/id/Moneter/Obligasi+Negara/?display=print
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= 46.57 %

Cost of Debt: 3.98 %

The interest rates / the lending rates statistics data by the Indonesian Central Bank (Bank Indonesia) are
used as the cost of debt to calculate the WACC. The cost of debt has therefore been taken from the
official data source. The Bank Indonesia"’ can be considered as credible and suitable data source for the
purpose of the determination of the debt cost. The value corresponds to the average cost of debt for
December 2009 (3.98 %, foreign and joint bank’s investment loan, from Table 1.27 Interest Rate of US
Dollar Loans by Group of Banks).

Geothermal tax rate: 34 %

The reference used for Geothermal tax rate is the Presidential Decree which is a government regulation
according to which the Geothermal projects are obliged to pay the 34% Tax, as per the Presidential
Decree no. 49 / 1991. This tax rate has to be applied for geothermal projects in Indonesia. This tax rate
was valid at the time of decision making.

Applying the above mentioned formulas and input values, the WACC is calculated as 19.67 %. This value
is used as the project IRR benchmark.

Sub-step 2c: Calculation and comparison of financial indicators

Upon obtaining the WACC, a financial analysis of the project activity was carried out. Table 5 shows the
input data as well as the key parameters used in the financial analysis. Every input value had a reasonable
and reliable source, and was backed up by third party information, showing the reasonableness of the
numbers applied, as follows:

Electricity Tariff

PGE expected to be able to sell generated electricity to PLN at the price of US$ 90 / MWh, in the
Feasibility Study for Ulubelu II power plant development. However, in March 2011 the Power Purchase
Agreement (PPA) was finally signed with significantly lower price than expected, US$ 75.3 / MWh. The
highest price is used for PDD calculation, giving more conservative results to the IRR calculation.

Annual operating costs

The applied value is taken from the Feasibility Study : Upstream (steam field) O&M: US$ 30,000 / MW
and Power Plant O&M: US$ 50,000 / MW, this is equivalent to US$ 8,800,000 / year or USS$ 10.10 /
MWh. Specifically for Power Plant O & M costs (US$ 5,500,000 / year or US$ 6.3 / MWh) are
significantly lower than the geothermal power plant O&M costs found in the study published by PT.
Indonesia Power, an Indonesian geothermal power plant operator'®, and considerably lower than in
international literature'”.

Table 6 — Financial Parameters for Ulubelu II power plant

13

http://www.bi.go.id/web/en/Statistik/Statistik+ Ekonomi+dan+Keuangan+Indonesia/VersitHTML/Sektor+Moneter/
Sektor+Moneter.htm

'* Kemampuan Sumper Daya Domestik Bindang Pembangkitan Dalam Mendukung Peningkatan Penyediaan Tenaga
Listrik, published by PT Indonesia Power 2002 (Paper Indonesia Power — O&M Costs comparison.pdf) -
Operational Cost for a geothermal power plant equivalent to 8.93 US$/MWh)

'3 Cost of geothermal power and factors that affect it Subir K. Sanyal (2004) - This document states operational
costs 0f 2.0 to 1.4 cents US$ per kWh (14US$/MWh)
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Financial Parameter Unit Value References

Total Investment US$ 270,950,000 | Feasibility Study page 15

Annual Operation and | US $/year 8,800,000 | Feasibility Study page 16

Maintenance (O & M) Costs

Annual power generation MWh / year 867,240 Calculated based on net installed
capacity 2 x 55 MW with capacity
factor of 90%; Feasibility Study
page 16

Project lifetime years 30 Feasibility Study page 12, where
mentioned that PLN will be bound
to have a PPA of 30 years period.

Electricity tariff US $ / MWh 90.00 Feasibility Study page 16

Geothermal Income Taxes % 34.00 Presidential Decree no. 49 / 1991

Depreciation for upstream % 10.00 Feasibility Study page 16

Depreciation for downstream % 5.00 Feasibility Study page 16

Make-up wells maintenance cost US$ 12,250,000 | Feasibility Study page 19

in year 2, 15, 27

Residual make-up well (year 27) US$ 8,575,000 Calculated, depreciation sheet

Make-up wells maintenance cost US$ 15,940,000 | Feasibility Study page 19

in year 9, 21

Residual make-up well (year 21) US$ 1,594,000 Calculated, depreciation sheet

Annual interest payment % 3.98 Cost of debt in the Ulubelu ER-IRR-

WACC calculation

Table 7 — Summary of Project Financial Analysis

Sub-step 2d: Sensitivity analysis

Without CDM
IRR 15.98 %
Benchmark 19.67 %

A sensitivity analysis was undertaken using assumptions that are conservative from the point of view of
analysing additionality, i.e. the ‘best-case’ conditions for the project IRR were assumed. It was supposed
that the Project experienced a) no change of original assumptions; b) increasing revenue (increase of
electricity tariff or operating hours); c) capital costs decreased; and d) operation and maintenance costs
decreased. The results are shown in the table below. The project developer has chosen to alter key
parameters by a value which increases the IRR to equal the benchmark value. In a second step it is
demonstrated that such a variation is unlikely to occur as opposed to the occurrence of the base case
scenario assumptions and considering the specific socio-economic and policy context of the project
activity (para.17 Investment Guidance).

Table 8 — Summary of project sensitivity analysis

Scenario % change IRR (%)
a) no change in original assumptions - 15.98 %
b) increase in project revenues 10 % 17.46 %
c¢) decrease in investment costs 10 % 17.43 %
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| d) decrease in O & M costs | 10 % | 16.15 %

The variation in key parameters above were considered to be conservative because the parameters were
not expected to vary by more than this amount (and are in fact not expected to vary in favour of the
project at all) for the following reasons :

A) Project revenue is unlikely to increase that much. Instead, final signed PPA price was 16 % lower

B)

0

than expected when PGE decided to develop the project. The PPA contract signed between PGE
and PLN is unlikely to be revised upward during contract period, increasing the electricity price.
It is not a common practice in the country neither in the sector. Revenues could be increased only
by increasing the hours of operation. Revenues by rising operation hours could be increased at the
most in 17 % (considering 100% of load factor of total gross power output 2 x 58 MW turbine
generators). Assuming an increase in electricity generation through an increase of the overall load
factor above, the IRR would increase but still below the benchmark. Even this increase is difficult
to accomplish given the engineering constraints of a geothermal power plant, which requires
regular and sufficient maintenance to ensure safe operation and performance over the lifetime of
the equipment. Increasing the load factor above 90 % would jeopardise power plant maintenance.
Therefore increasing revenues by 25.60 % to breach the benchmark is not possible to happen.

Investment costs are unlikely to decrease the amount necessary to make the project profitable by
the time of decision making. The short-term trend of investment costs is to continue this
escalation. In addition to that, an increase of raw material and fuel price globally results in
upward price pressure for equipment. To further justify that total investment cost will unlikely to
decrease is a higher average cost of well drillings that have been developed by PGE at Ulubelu
geothermal field compare to PGE assumption in the Feasibility Study. The average cost of
already drilled wells in Ulubelu geothermal field is 4.3 Mill USD per well, while cost assumption
used in the Feasibility Study is only 4 Mill USD per well. In addition to that, as a comparison
with other similar geothermal projects that also consider upstream and downstream costs, which
are now under validation such as Rantau Dedap'® (USD 3,434/kW), Gunung Rajabasa'’ (USD
2,986/kW), Liki Pinangawan Muaralaboh'™ (USD 3,592/kW), Ulubelu II (USD 2,471/kW)
investment cost is much more lower. Besides that, based on International Energy Agency study in
2010", Ulubelu II cost per kW is lower than their average indicative cost, which is USD
4,000/kW. Therefore decreasing investment costs by 22.50 % to breach the benchmark is quite
unlikely to happen for Ulubelu II as the investment cost is already very low.

Operation and maintenance costs are also unlikely to significantly decrease during the operation
period. The costs presented on the feasibility study include only fixed costs based on the installed
capacity of the equipment. The fixed costs include the Power Plant O&M and the upstream costs
on the geothermal field (US$ 30 / kW for upstream costs and US$ 50 / kW for power plant O&M,
totalizing US$ 8,800,000 / year). Even with decreasing operation and maintenance costs by 100%
(assuming no operation costs at all) the project remains still unattractive.

'® Rantau Dedap geothermal power plant,
http://cdm.unfccc.int/Projects/Validation/DB/KLFIIFEFBAI3ONTVTY2GABOF7AODZ4/view.html

17 Gunung Rajabasa geothermal power plant,
http://cdm.unfccc.int/Projects/Validation/DB/VFB91YBBHSJHDSQP7PSEKDICC6FK75/view.html

' Liki Pinangawan Muaralaboh geothermal power plant,
http://cdm.unfccc.int/Projects/Validation/DB/BSBA7OIEMD 12DICFOHASHHQUDB6OWNL/view.html

' Geothermal Heat and Power, International Energy Agency ETSAP, May 2010
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These results show that even under very favourable, but unreasonable, circumstances the Project IRR is
still not higher than the benchmark for similar investments under similar conditions in the host country.
Therefore we can conclude that the Best Case IRR is not financially attractive, and the proposed project
without CDM (alternative 1 — Baseline Scenario) overall is also not financially attractive.

Step 3. Barrier Analysis

Barrier analysis was not performed for this project activity.
Step 4. Common Practice Analysis

Sub-step 4a : Analyse other activities similar to the proposed project activity

Indonesia is defined as the geographical scope for the common practice analysis, and all geothermal
power plants operational at the time of decision-making are considered in the analysis. Indonesia has
significant geothermal energy potential due to the volcanic zone which stretches along the southern coast
of Sumatera and Java. Geological Agency conducted surveys to have an insight of geothermal potential in
all location in Indonesia. Until November 2007, a total of 27,441 MW geothermal potential calculated
from 256 prospects area with 62.1% of them are still on preliminary survey stage, while 32.04% on
detailed survey stage, 3.13% are ready to be developed and only 2.73% are producing®. Total geothermal
potential until November 2007 is 27,441 MWe, of this potential, 13,273 MWe are located in Sumatera
Island, 9,556 MWe are scattered across Java Island and remaining 4,612 MWe geothermal potential are
divided between other Islands®..

Despite this potential, however, only a small proportion of the geothermal resource has been exploited.
The proportion of grid electricity coming from geothermal in Indonesia is very low, accounting for less
than 5% of electricity generation in Indonesia in 2010%. The geothermal capacity addition of 1% to total
generation in the last 9 years, all were developed as CDM projects. The reasons for this are generally low
rate of return and increased risks associated with geothermal plants when compared to other technologies,
but economic uncertainties also play a role. Prior to the 1997-1998 financial crisis, the Indonesian
government awarded contracts for 11 geothermal projects that would have had a generating capacity of
3,417 MW?. Due to the tight fiscal constraints imposed by the crisis and the political change that
followed, 7 of the above projects were suspended.

All geothermal power plants operational at the time of decision making are considered in the analysis. By
20107, geothermal electric power generation capacity in Indonesia was 1,187.3 MW. This also represents
just 4.3 % of the estimated geothermal potential of 27,441 MW?’.

*% Kasbani, et. al., Kesiapan Data Potensi Panas Bumi Indonesia Dalam Mendukung Penyiapan Wilayah Kerja,
Proceeding Pusat Sumber Data Geologi,

http://psdg.bgl.esdm.go.id/kolokium%202007/PANASBUMI/Kesiapan%20Data%?20Potensi%20Panas%20Bumi%?2
OIndonesia%20dalam%20Mendukung%20Penyiapan%20Wilayah%?20Kerja.pdf, page 1

*! Kasbani, et. al., page 5

» Darma, Surya, et. al., Geothermal in Indonesia: Government Regulations and Power Ultilities, Opportunities and
Challenges of its Development, Proceedings World Geothermal Congress 2010, Bali, Indonesia 2010.

#Us Embassy Report, Indonesia’s Geothermal Development, Jakarta, Indonesia, 2002

3 Darma, Surya, et. al., Geothermal in Indonesia: Government Regulations and Power Utilities, Opportunities and
Challenges of its Development, Proceedings World Geothermal Congress 2010, Bali, Indonesia 2010.
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In the year 2001, after the 1997-1998 financial crisis, PLN re-established the effort of developing new
power plants in Indonesia. PLN started a renegotiation process on all the contracts signed prior to
1997/98. In the course of the renovation of the electricity sector two important milestones took place.
These are the Electricity sector regulation (Electricity Law No 20/2002) and Geothermal Energy — no.
27/2003. Law on Geothermal Energy — no. 27/2003 allows private companies to develop geothermal
projects based on a tendering process™.

Based on Electricity Law No 20/2002, the Government of Indonesia accommodates a long-term future
trend towards an open market, based on ideal conditions for maintaining a multi buyer-multi seller
system. The electricity supply business was unbundled into subsystems such as generation, transmission,
distribution, exchange and market operation, and last mile (or retail) sales. The Government also
established in 2003 a regulator, the Electricity Market Supervisory Body, EMSB, to regulate and monitor
the electricity market to ensure fair competition and promote consumer interests. The new oil and gas law
passed in October 2001 removed geothermal energy from the umbrella of oil and gas regulation, and
precipitated the Indonesia Geothermal Law No. 27/2003. Thus projects developed before 2003 are not
considered to have been developed under a similar regulatory environment. The only projects developed
after the Law on Geothermal Energy in 2003 were the expansion the geothermal power plant in Darajat,
West Java (Project Darajat III), in Wayang Windu (Project Wayang Windu II) in Kamojang (Project
Kamojang 1V) and in Lahendong (Project Lahendong II and I1*%), and to much smaller extent the
Sibayak 11.3 MW geothermal’™'. Those projects were developed as CDM projects. Following the
guidelines of common practice analysis, these projects were not considered as a similar activity to the
project, and excluding the registered CDM projects this proposed project activity is the only geothermal
project to have been built in the host country since 2001.

Table 9 — Indonesia geothermal proven reserves and power plants constructed status

Power Commence- | Policy Steam Field Power Plant With or Similar to Remarks
Plant32 ment date Regime Operator Operator Without the Project
<Location> (prior to / CDM Activity
(Capacity) post the Activity (yes / no)
financial
crisis)
Kamojang?3? Unit 1-1982 | Prior to the Pertamina (state | PLN (state Without COM | No This project has
unit [, 11, 11 financial owned owned activity separate business

*7 Kasbani, et. al., Kesiapan Data Potensi Panas Bumi Indonesia Dalam Mendukung Penyiapan Wilayah Kerja,
Proceeding Pusat Sumber Data Geologi,
http://psdg.bgl.esdm.go.id/kolokium%202007/PANASBUMI/Kesiapan%20Data%20Potensi%20Panas%20Bumi%?2

OIndonesia%20dalam%20Mendukung%?20Penyiapan%20Wilayah%?20Kerja.pdf, page 1

*® Market Study: Geothermal Sector in Indonesia Potential, Development, and Perspectives dated 2008

http://www.renewablesb2b.com/data/ahk indonesia/publications/files/Geothermal Market Study B2B.pdf,

retrieved on 14 November 2011

** Indonesian DNA Letter of Approval for 20 MW Lahendong III was granted in February 2009
http://pasarkarbon.dnpi.go.id/web/index.php/komnasmpb/cat/4/database/4/7.html

%% Under validation Sibayak geothermal power plant,
http://cdm.unfccc.int/Projects/Validation/DB/O2CE1RL2INZWXYHS7BRF66PQXYNKIJO0/view.html

*! Indonesian DNA Letter of Approval for 11.3 MW Sibayak geothermal was granted in February 2009
http://pasarkarbon.dnpi.go.id/web/index.php/komnasmpb/cat/4/database/4/6.html

2Us Embassy Report, Indonesia’s Geothermal Development, Jakarta, Indonesia,
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Power Commence- | Policy Steam Field Power Plant With or Similar to Remarks
Plant3? ment date Regime Operator Operator Without the Project
<Location> (prior to / CDM Activity
(Capacity) post the Activity (yes / no)
financial
crisis)
<Jawa> Unit2,3 - crisis company) electricity activities (steam and
(140 MW) 1987 company) electricity selling)
and is prior to
electricity (2002)
and geothermal
(2003) laws
Kamojang3 December Post the Pertamina (state | Pertamina CDM activity | N/A N/A
unit IV 2007 financial owned (state owned
<Jawa> crisis company) company) This projectis a
(60 MW) CDM Activity
Salak3 Unit1,2 - Prior to the Unocal / PLN (state Without COM | No This project has
phase 1 1994 financial Chevron (IPP) owned activity separate business
<Jawa> crisis electricity activities (steam and
(180 MW) Unit 3 - 1997 company) electricity selling)
and is prior to
electricity (2002)
and geothermal
(2003) laws
Salak® 1997 Prior to the Unocal / Unocal built and | Without COM | No This project is prior
phase 2 financial Chevron (IPP) operated for 15 | activity to electricity (2002)
<Jawa> crisis years, then and geothermal
(195 MW) transfer (2003) laws and its
operations to size is much bigger
PLN (state-
owned) under
BOT scheme
Darajat’” 1994 Prior to the Indonesia Chevron (IPP) Without COM | No This project is prior
phase 1 financial Power activity to electricity (2002)
<Jawa> crisis (subsidiary of and geothermal
(55 MW) PLN, state- (2003) laws
owned)
Darajat®® 2000 Prior to the Chevron (IPP) Chevron (IPP) Without CDM | No This project is prior
phase 2 financial activity to electricity (2002)
<Jawa> crisis and geothermal
(90 MW) (2003) laws

3 Registered CDM Project: Kamojang Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/RWTUV1255101629.04/view

** Registered CDM Project: Kamojang Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/RWTUV1255101629.04/view

3% Registered CDM Project: Darajat Unit III Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/KPMG1159285050.32/view

3% Registered CDM Project: Darajat Unit III Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/KPMG1159285050.32/view

37 Registered CDM Project: Darajat Unit III Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/KPMG1159285050.32/view

¥ Registered CDM Project: Darajat Unit III Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/KPMG1159285050.32/view
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Power Commence- | Policy Steam Field Power Plant With or Similar to Remarks
Plant32 ment date Regime Operator Operator Without the Project
<Location> (prior to / CDM Activity
(Capacity) post the Activity (yes / no)
financial
crisis)
Darajat3® 2006 Post the Chevron (IPP) Chevron (IPP) | CDM activity | N/A N/A
phase 3 financial
<Jawa> crisis This project is a
(117 MW) CDM Activity
Dieng“ unit1 | 1998 Prior to the California California Without CDM | No This project is prior
<Jawa> financial Energy (IPP) Energy (IPP) activity to electricity (2002)
(60 MW) crisis developed, then | developed, then and geothermal
transferred to transferred to (2003) laws
Geo Dipa Geo Dipa
Energi (JV Energi (JV
between between
Pertamina and Pertamina and
PLN, both state- | PLN, both
owned) state-owned)
Wayang 1997 Prior to the Mandala Mandala Without CDM | No This project is prior
Windu#! financial Magma Magma activity to electricity (2002)
phase 1 crisis Nusantara (IPP) | Nusantara (IPP) and geothermal
<Jawa> (2003) laws
(110 MW)
Wayang 2009 Post the Mandala Mandala CDM activity | N/A N/A
Windu#? financial Magma Magma
phase 2 crisis Nusantara (IPP) | Nusantara (IPP) This project is a
<Jawa> CDM Activity
(110 MW)
Lahendong®® | 2001 Prior to the Pertamina (state | PLN (state Without COM | No This project has
I financial owned owned activity separate business
<Sulawesi> crisis company) electricity activities (steam and
(20 MW) company) electricity), is prior to
electricity (2002)
and geothermal
(2003) laws, and its
size is much smaller
Lahendong 2007 Post the Pertamina (state | PLN (state CDM activity | N/A N/A
[144 financial owned owned
<Sulawesi> crisis company) electricity This projectis a

%% Registered CDM Project: Darajat Unit III Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/KPMG1159285050.32/view

0 Geodipa, http://www.geodipa.co.id/index.php?option=com_content& view=article&id=72&Itemid=110&lang=en

! Registered CDM Project: Wayang Windu phase 2 Geothermal PowerProject PDD,

http://cdm.unfccc.int/Projects/DB/TUEV-SUED1260194062.48/view

2 Registered CDM Project: Wayang Windu phase 2 Geothermal PowerProject PDD,

http://cdm.unfccc.int/Projects/DB/TUEV-SUED1260194062.48/view

* Registered CDM project Lahendong I1-20 MW Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/TUEV-SUED1249404911.81/view

* Registered CDM project Lahendong I1-20 MW Geothermal Project PDD,
http://cdm.unfccc.int/Projects/DB/TUEV-SUED1249404911.81/view
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Power Commence- | Policy Steam Field Power Plant With or Similar to Remarks
Plant32 ment date Regime Operator Operator Without the Project
<Location> (prior to / CDM Activity
(Capacity) post the Activity (yes / no)
financial
crisis)
(20 MW) company) CDM Activity and its
size is much smaller
Lahendong® | 2009 Post the Pertamina (state | PLN (state CDM activity | N/A N/A
1l financial owned owned as LoA has
<Sulawesi> crisis company) electricity been This projectis a
(20 MW) company) approved CDM Activity and its
and prior size is much smaller
consideration
has been
sent.
Sibayak [46 2000 Prior the Pertamina (state | Pertamina Without COM | No This project has
<Sumatera> financial owned (state owned activity separate business
(2 MW) crisis company) company) activities (steam and
electricity), is prior to
electricity (2002)
and geothermal
(2003) laws, is a
stand-alone power
plant and its size is
much smaller
Sibayak Il 2008 After the Pertamina (state | PT. Dizamatra CDM Activity | N/A N/A
and l147 financial owned Powerindo
<Sumatera> crisis company) (IPP) This projectis a
(11.3 MW) CDM Activity and its
size is much smaller
Ulumbu*® 2011 After the Pertamina (state | PLN (state CDM activity | N/A N/A
<East Nusa financial owned owned as prior
Tenggara> (5 crisis company) electricity consideration This projectis a
MW) company) has been CDM Activity and its
sent*®, size is much smaller

Sub-step 4b : Discuss any similar options that are occurring

Based on the above step, there is no activity similar to the proposed project activity in the defined region.

It is thus concluded that the realistic baseline scenario is the continuation of the current situation, where
electricity will continue to be generated by the existing generation mix operating in the grid, with capacity

additions as planned (Alternative 2).

* Indonesian DNA Letter of Approval for 20 MW Lahendong III was granted in February 2009
http://pasarkarbon.dnpi.go.id/web/index.php/komnasmpb/cat/4/database/4/7.html

% Sibayak 1 is a 2 MW mono-block geothermal power plant,
http://www.pgeindonesia.com/index.php?option=com_content&view=article&id=70&Itemid=47

" Under validation Sibayak geothermal power plant,
http://cdm.unfccc.int/Projects/Validation/DB/O2CE1RL2INZWXYHS7BRF66PQXYNKIJO0/view.html

*8 Ulumbu geothermal has been generating electricity, http://www.pln.co.id/eng/?p=2756 (retrieved on 7 December

2011)

* Prior consideration under 6 MW Geothermal Project in Ulumbu, Flores, Indonesia,

http://cdm.unfccc.int/Projects/PriorCDM/notifications/index _html
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B.6. Emission reductions:

B.6.1. Explanation of methodological choices:

>>
Tool to calculate the emission factor for an electricity system version 02.2.1 describes that:

“for determining the electricity emission factors, if the DNA of the host country has published a
delineation of the project electricity system and connected electricity systems, these delineations should
be used”.

The Agency for the Assessment and Application of Technology (BPPT) and Directorate General of
Electricity and Energy Utilization (DJLPE), under the Ministry of Environment of Indonesia as
Indonesian DNA® has published emissions factor for Sumatera grid on 19 January 2009. Below is the
summarized parameter.

Parameter Value (in tCO,/MWh)
Operating margin 0.906
Build margin 0.581

Combined margin 0.743

However, for the proposed project activity, Sumatera EF Grid is re-calculated as per Tool to calculate the
emission factor for an electricity system version 2.2.1 by using available data from the calculation
published by the Indonesian DNA. The detailed calculations are presented in the Annex 3.

Project Emissions
Project emissions for geothermal power plants are calculated as follows:

PE, =PE, + PE,,

where:

PE, Project emissions in year y (tCO,e/yr)

PEgg Project emissions from fossil fuel consumption in year y (tCO,/yr)

PEGpy Project emissions from the operation of geothermal power plants due to the release of non-

condensable gases in year y (tCO,e/yr)

a) Fossil Fuel Combustion (PEgr,)

PEgp, is calculated as per the latest version of the “Tool to calculate project or leakage CO, emissions
from fossil fuel combustion” as follows:

PEq, =PEg;,
where:
PEgcjy CO, emissions from fossil fuel combustion for electricity generation using diesel genset °j’

during the year ‘y’ (tCO,e / year).

% Sumatera EF grid published by the Indonesian DNA,
http://pasarkarbon.dnpi.go.id/web/index.php/dnacdm/cat/6/other-information.html



