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BEFORE THE HON’BLE ANDHRA PRADESH FLECTRCITY REGULATORY
COMMISSION

At its office at 4th Floor, Singareni Bhavan, Red Hills, Hyderqbad
LA.No. Gof2018
IN

O.P.No. 8 of 2018

In the matter of: Renewal of PPA with M/s Lanco Kondapalli Power Limited

Between:

1..Southern Power Distribution Company of Andhra Pradesh Ltd.,
D. No. 19-13-65/A, Tiruchanoor Road
Tirupathi, Chittoor District, Andhra Pradesh

2. Eastern Power Distribution Company of Andhre Predesh Ltd.,

Corporate Office, P&T Colony, Seethammadhara,
Visakhapatnam «.. Petitioners

AND

M/s Lanco Kondapalli Power Limited

Regd. Office: “LANCO House”,

Plot No 4, Software Unit Layout, HITEC City

Madhapur, Hyderabad- 500081 «.v Respondent

INTERVENTION CUM OBJECTION AFFIDAVIT ON BEHALF OF GMR VEMAGIRI

POWER GENERATION LIMITED TO THE PETITION FILED UNDER SECTION 86
(1).(b) OF THE ELECTRICITY ACT, 2003

The Applicant Most Respectfully Submit:

1. That the instant appi'ica‘ﬁon is being filed on behalf of M/s. GMR Vemagiri Power
Generation Limited (hereinafter referred to as “GVPGL") challenging the process of renewal
of the expired PPA of M/s. i.anco Kondapalli Power Limited/ Respondent, which has lived
its life and recovered the capital cost, inter-alia, on the ground that the Discoms have not

= Re followed the tenets and objectives of Electricity Act, 2003 of treating all players in the field
M on an{:eh\ual footing, promoting competition, efficiency, ensuring cheaper power to the

qqn&m]&:&nd transparency in the power procurement process.
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duty enjoined upon state machineries in matters of distribution of natural and national
resources. Before adverting to the legal contentions/objections to the Petition for renewal of
the PPA of LANCO, that has been filed by AP Discoms, it is necessary to set out the brief

facts of the case as stated below.

. Pursuant to the electricity reforms undertaken post the enactment of Electricity Act, 2003
enabling the participation of private sector in the power and electricity domain, the then State
of Andhra Pradesh invited proposals from various private sector participants to set up Gas
Based Power Plants on the then available projection of the availability of Natural Gas.
Natural Gas based power plants were sought to be incentivized and promoted in view of
Natural Gas being a clean fuel for generation of electricity as compared to the highly
pollutant thermal power industry which formed the bulwark of Indian Power Sector

Generation.

. GVPGL hereinisa Compaﬁy incorporated under the provisions of the Companies Act, set up
specifically for the purpose of setting up a 370 Megawatt Gas Based Power Plant at Vemagiri
in the State of Andhra Pradesh. Thereafter GVPGL entered into a Power Purchase
Agreement with the then APSEB on 31.03.1997 for supply of 370 MW power from the
power plant proposed to be set up at Vemagiri. A copy of the relevant extracts of said Power

Purchase Agreement is annexed herewith as Annexure A.

. The Power Purchase Agreement (PPA), inter-alia, guaranteed operation of the power plant at
80% PLF (Plant Load Factor) and the said amount was to be paid on a ‘deemed generation’
basis irreépective of whether any generation was made or not. This Power Purchase
Agreement was in line with similar Power Purchase Agreements entered earlier by the then

APSEB with a few other power plants including the Respondent herein.

. The said clauses relating to guaranteed operation of the plant at 80% of plant load factor {on
ciecmed generation basis) was highly critical for the purpose of ensuring that private sector
participants would invest huge capital amounts into setting up of power plants, as they would
then be assured of a guaranteed off-take as the entire electricity industry is monopolised in

e State. Pursuant to such assurances, representations and covenants held out by the State in
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public domain, GVPGL set up a power plant by investing a total amount of around Rs.1200
Crores during the relevant time. And on the strength of the PPA, the Ministry of Petroleum
and Natural Gas (“MoPNG”) (Respondent No. 9) on 05.06.2000 allocated 1.64 MMSCMD
of natural gas (under administered price mechanism) to GVPGL on a firm basis. A copy of
the said letter of MOPN G is annexed herewith as Annexure B. Pursuant to such allocation,
the Gas Authority of India Ltd., (“GAIL”) entered into a Gas Supply Agreement dated
31.08.2001 with GVPGL for supply of gas till 31.03.2020. A copy of the Gas Supply
Agreement dt. 31.08.2001 and amendment dt. 29.01.2003 is annexed herewith as Annexure
C. Subsequently existing Gas Supply Agreement was renewed on 30.08.2018 and is valid till

05.07.2021, with a clause for extension.

. Subsequent to the PPA and the firm gas allocation mede, GVPGL established 388.5 MW of
gas based power plant with a total capital outlay of around Rs,1200 crores. The said plant
was set up with state of th;e art facilities to provide better efficiency with the latest Gas
Turbine technology. After the investments were made by GVPGL and when the plant was
close to its Commercial Operations Date (*COD?) i.e. 16.09.2006, the availability of gas was
discovered to be lesser than what was originally projected. Accordingly, there was a shortage
in the quantity of gas that was to be supplied in relation to the various firm allotments made

by MOPNG and the Gas Supply Agreements executed by GAIL.

. It is respectfully submitted that on any equitable or rationale principle, upon such shortage
visiting the Gas Supply arrangement, it would be apposite that the available gas ought to
have been apportioned amongst the allotted members, rateably and proportionately. This, in
' fact, is generally the policy by MOPNG and pursued by GATL in relation to various power

projects across the country.

. Realizing that the obligations cast under the Power Purchase Agreements would obligate the
then APSEB and the State and its entities to pay the minimum amounts to the private sector
generators on account of the ‘deemed generation® clause, tremendous pressure .was built upon
the then non-commissioned plants including GVPGL to agree for an alternative fuel clause

and for dropping the deemed generation clause. Based on the representations made with
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dropping of the ‘deemed generation’ clause placing complete faith in the representations and

proposed furture actions of the Government of Andhra Pradesh and its power utilities.

10, Pursuant to consent granted, the PPA was amended on 18.06.2003 (“First Amendment)
incorporating natural gas as only a primary fuel and in case of unavailability of primary fuel,
other fuels such as Nepthe/LSHS as the alternative fuel clause was also incorporated.
Accordingly Article 1.2.27 of the PPA was amended and this Hon’ble Commission vide its
Order dated 12.03.2003 in OP No. 12 of 2002 granted consent to the said amendment. It is
pertinent to mention that the PPA was subsequently amended again in 2007, inter-alia,
deleting the deemed generation clause. Vide the said amendment; the term of the PPA was
further extended till 16.09.2029 (initially the PPA was for a period of 15 years). Copies of
the amendments dated 18.08.2003 and 02.05.2007 to the PPA dated 31.03.1997 are being

filed herewith as Annexures D and E respectively.

11. Consistent with the representations held out to the Private Pov\‘rer Project Proponents and on
06.12.2004, the then Government of Andhra Pradesh recommended to MOPNG and GAIL
on account of shortage of natural gas, GAIL to initially supplied gas to its customers based
on guidelines under which gas was distributed among various customers to ensure a pro-rata
supply of available gas to all the gas projects, on 06.12.2004, the then Government of Andhra
Pradesh recommended to MOPNG and GAIL to ensure a pro-rata supply of available gas to
all the ges projects. Thus, the gas was to be supplied to all the firm allottees in a pro-rate
manner which would have ensured an equitable distribution of the natural and national
resource of natural gas to all the allotiees justly. After pressurizing GVPGL to 8 position of
amending the Power Purchase Agreement the then Government of Andhra Pradesh, having

' either failed to exert similar pressure Upon the previously commissioned projects or to
discriminatively favor them, could not ensure any amenement of the PPAs for such
commissioned projects including the_ PPA of Respondent ﬁerein. A copy of recommendations

letter dated 06.12.2004 is annexed herewith as Annexure F.

12. This resulted in a peculiar situation where the commissioned projects continued to have the
deemed generation clause benefit and GVPGL has been restrained to abide by the amended

e use in the PPA. It is respectfully submitted that this situation entirely resulted out of the
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actions of Petitioners in exercising their dominant monopolistic position with regard to

GVPGL which was at the final stage of completion .

13. This meant that the State continued to remain bound by the ‘deemed generation’ clauses in
relatioﬁ to the commissioned projects. Teking a completely commercial view and at odds
with the constitutional spirit/duty enjoined upon the State, the then Government of Andhra
Pradesh resiled from its previous recommendations of a pro-rata allotment amongst all firm
allottees (vide its letter dated 06.12.2004) and changed tracks to look at its pure commercial
interest and recommended to MOPNG and GAIL vide its letter dated 22.11.2005 inter alia
suggesting that the allotment be made firstly to such commissioned power projects including
Respondents No 17 and only after the obligation of achieving 80% PLF of those plants,
additional gas, if any, was directed to be allotted to the new projects. The letter addregsed by
the Government of Andhra Pradesh through its Honb’le Minister inter alia recorded as

follows:

“State government have subsequently reviewed the implications of pro-rata
allocation of the available gas. If Pro-rata.allocation of the available gas is
made to all the projects, the generation from the existing 4 projects would
fall down appreciably and Government of Andhra Pradesh/APTRANSCO

will have to_pay about Rs. 333 Crores up to 31.12.2006 towards deemed

generation without availing full generation form these 4 existing projects.

This additional burden of about Rs. 333 Crores can be avoided if the

availgble gas is first supplied to the existing 4 gas based projects to the
extent required for achieving threshold PLF. "

A copy of letter dated 22.11. 2005 annexed herewith as Annexure G -

14. It is submitted that the said recommendations are wholly repugnant to the duty enjoined upon

the State in the manner of dealing with national and natural resources. These resources have

now been emphatically held by the Hon’ble Supreme Court to be owned by the State in

i
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trusteeship with fairness and non-discrimination for ensuring an equitable and proper

discharge of its trustees role.

15. The State ought tﬁ therefore take into account vq.rious elements of public interest and not
merely its private commercial interest while recommending and dictating the policy to be
adopted in the manner of allocation of natural resources. The rccommendaﬁoﬁ made by the
State, to allocate gas exclusively to the four existing power projects including Respondent
herein, at the cost of supply to be made ratable to all the firm allotees would be entirely
unconscionable as it is dictated by commercial considerations rather than the constitutional
principles of fairness, rationality and objectivity which are required to be observed by all
state machineries including the DISCOMS. However, in view of the then repres;mtaﬁons
heid by the State and its entities, that they would work out appropriate remedial measures in
respect of the new power plants, GVPGL we;.s impressed upon not to precipitate any issue, as

_ the State undertook to prevail upon MOPNG of Union of India to allocate gas on & priority

basis to the new power plants like GVPGL.

16. As GVPGL was entirely dependent upon the State support, ﬁo steps were taken for
chailenging such recommendations made by the State Government at that point of time.
These recommendations of the State Government led to MOPNG recommending GAIL
continue supplies to the existing power plants on a priority basis and consider allotment of

only the surplus gas to the new Power Plants.

17. In furtherance of GVPGL efforts to engage with the State and MOPNG, to alter the priorities
with regard to allocation of natural gas, GVPGL along with all the other new power plant
owners, had engaged in a serics of steps with MOPNG and its Empowered Group of
Ministries (EGOM) for giving & priority to the Gas Based Power Plants over other sectors
such as Fertilizers, CNG etc., or to at least bring it on parity for ensuring allocation of gas.
Also the prospect’s relating to discoveries in Krishna-Godavari basin aliocated to Reliance
(‘*KG-D6"), fuelled the hope of the GVPGL that additional gas would soon be available for

the purpose of firing the GVPGL’s plant.
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18.

19.

20.

21,

In the meantime, GAIL continued supplying the APM Gas to the four previously existing
power plants even though GVPGL’s power plant achieved Commercial Operationsl Date
(COD) on 16.09.2006 As the matters in relation to APM gas had settled by then and GVPGL
was persuaded not to challenge such action on various representations and hopes held out,
GVPGL reconciled to the position that during the currency of the Power Purchase Agreement
with the previously existing power plants, such gas would continue to be supplied on a

priority basis.

However, GVPGL had a legitimate expectation that continuation of the said policy would
mean that after the expiry of the term of the PPA of the previously existing power plants
when the monitory obligation would no longer be binding on the power utilities of the State,
the APM gas would be supplied to GVPGL on the then acquired priority by virtue of the

GVPGL being the previous and existing PPA holder.

It is pertinent to mention that GVPGL’s PPA executed originally on 31.03.1997 is valid till
16.09.2029, whereas the PPA executed with the Respondent herein expired on 01.01.2016.
Once such PPAs ere expired, the State and DISCOMS were under no obligation to renew the
PPA of the Respondent. The PPA only provided for a clause for renewal at APSEB’s option.
Similarly APSEB had an option of exercising a buyout right of the power plant from the
Respondents. Both these possibilities are only optional and exercisable at the will of APSEB

and there is no obligation upon them to resort to one or the other,

On account of the priority given to the previously existing plants, a situation has now resulted

- where the said plants continued to operate and avail the benefit of payment, including on

‘deemed generation’ clause, leading to recovery of capital cost substantially if not entirely.
However GVPGL's total investment of Rs.1200 crores has not seen any tangible benefits as
its Power Plant has been completely shut down from the period of COD i.e., 16.09.2006 till
date, except for brief intermittent periods of Feb.2008-May, 2008; Dec.2008-March, 2009;

April 2009-Feb.2013; April 2013 and April 2015. Huge capital outlay and expenditure

employed in a vital infrastructure industry for the nation has gone unutilized and this has also

.-”
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to the PPAs with the previous existing power plants.

Ag stated earlier, the PPA w1th Respondent herein expired on 01.01.2016. However to
GVPGL’s mﬂse and consternation, AP DISCOMS (Petitioners herein) instead of being
relieved of various onerous conditions which were continued only in relation to the previous
existing PPAs (while being amended in relation to the new PPAs including GVPGL),
decided for some irrational, incomprehensible and strange reason to continue availing power
from the Respondent herein, instead of supplying gas to GVPGL and availing power from

GVPGL, whose PPA continues t0 be in subsistence titl 2029.

Aggrieved by the aforesaid discriminatory actions of the Petitioners herein, GVPGL
immediately approached the concerned authorities by addressing communications dated

05.05.2017 and 10,05.2017, infer-alia, specifying the following:-

a. PPA of Respondent has expired and the Capital Cost for the Plant has

already been recovered;

b. Sub optimal efficiency of the plant operated by Respondent compared to

that of GVPGL's plant;

c. Lower Station Heat Rate of Petitioner and other similarly situated plants

would save up to Rs. 0.22/unit;
d. Respondents Higher Capacity Charges in comparison to GVPGL;

e. Advantages under GVPGL’s PPA include No ‘aiternate fuel’ or ‘deemed

generation® clauses;

Copies of the communications dated 05.05.2017 and 10.05.2017 addressed by GVPGL to the

State authorities are annexed herein as Annexure E and Annexure I respectively.

24, Tt is pertinent to mention that vide a communication dt. 27.07.2017 addressed by the Chief

General Manager of APSPDCL to the Sccreté.ry, APERC, that was available on the website

of this Hon’ble Commission, it was communicated, inter-alia, that the PPA’s with LANCO

a c{ several others have expired on 18.04.2016 and it is ‘decided not to procure power from
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them' In the said communication, it was also noticéd that several other IPP’s including
GVPGL are in commercial operation in the state, thereby indicating that the Petitioners were
exploring the feasibility of utilizing the power plants of GVPGL and other such entities
whose PPA’s are in subsistence as on today. A copy of letter dt. 27.07.2017 along with

relevant extract of resource plan is being filed herewith as Annexure J.

25, Notwiths;‘.anding such representations, when the Petitioners herein did not act upon the same,
GVPGL was further surprised to learn that they have approached this Hon’ble Commission
seeking its consent for availing continued_power supply from the Respondent till 31.03.2018
i.e., on a short term basis, When public hearing in relation to such proposals were taken up
by this Hon’ble Commission, GVPGL learnt of the said decision made by the Hon’ble
Commission. Consequent thereto, GVPGL approached Petitioners herein once agein,
requesting them to utilize the facilities set up by GVPGL which would be more beneficial for
the State in terms of economic as well as effective utilization of a scarce resource like
Natural Gas, generating higher quantity of electricity because of the more advance capital

machinery and technology employed by GVPGL.

26. While GVPGL’s request went disregarded, it appears that various tenable objections were
made in the public hearing before the Hon’ble Commission against continuing the onerous

conditions in favor of the Respondent while availing power from them on & temporary basis.

27. GVPGL learnt that, thereafter, the Hon’ble Commission vide orders Dt. 29.11.2017 granted
its consent to procure power from, inter-alia, the Respondent, subject to the following

specific conditions:

i.  To procure power from the Respondent herein at a fixed cost of Rs. 0.96 ps and variable
cost of Rs. 2.33 ps making a total of Rs. 3.29 ps per unit for the financial year 2017-18,
ii. That during the short term power purchase they shall not be liable to pay any fixed

charges/penalty/deemed generation charges and no reworking of fixed charges based on

actual generation.

¢
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power plant and availing power supply from it on far more beneficial terms should fall on &
reasonable consideration with the Petitioners herein, the Petitioners herein, in a blatant and
flagrant display of favoritism towards the Respondent, had approached the Hon’ble
Commission and filed O.P.No. 8 of 2018 for the purpose of seeking consent for the
extension/renewal of PPA, by contending that the Petitioners have only two options, ie.,
either to agree for the extension of the PPA or to buy out the power plant from the
Respondent. It is pertinent to mention that the Hon'ble Commission vide its order dated
29.11.2017 in LANo. 8 of 2017 in O.P.No’é 28 and 29 of 2016 permitted the Petitioners to
purchase power on a temporary basis from the Respondent. GVPGL submits that it reserves
its right to challenge the short-term procurement of power from the Respondent as the same
is against the APERC business regulations that mandsate competitive bidding even in cases of

short-term power purchase.

29, GVi’GL submits that being aggrieved by the aforesaid actions of the Petitioners in filing O.P.
No. 8 of 2018 for the purpose of seeking consent for the extension/renewal of PPA of the
Respondent, GVPGL approached this Hon’ble Comission and filed LA. No. 18 of 2018. in
0.P. No.' 8 of 2018 challenging the proposal for renewal of PPA of the Respondent. GVPGL,
infer-alia, hightighted in its petition that the said proposel apart from being violative of the
principles of level playing field and doctrine of public trust in distribution of natural
resources, is also violative of the legitimate expectations of GVPGL and the fundamental
rights of the promoters of GVPGL as the actions of the feﬁtioners in granting undue

favoritism to the Respondent, amounts to violation of Articles 14 and 19(1)(g)-

30. GVPGL submits that while L.A. No. 18 of 2018 filed by GVPGL was pending adjudication
before this Hon’ble Commission, certain negotiations ensued between the Discoms, the
Respondent herein, Spectrum and GVPGL, wherein, it was proposed that a mutually
acceptable solution on sharing of gas may be proposed for the kind consideration of MoPNG
which is in the best interests of the public exchequer and all the stakeholders involved herein.
Owing to the aforesaid negotiations, GVPGL, with a bona-fide intention of arriving at a

workable solution and without prejudice to its rights and remedies, withdrew I.A. No. 18 of

-
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31.

2018 in O.P. No. 8 of 2018. A copy of the order-dated 07.07.2018 passed by this Hon’ble

Commission in I.A. No. 18 0of 2018 in O.P. No. 8 0f 2018 is filed as Annexure L.

GVPGL submits that in the meantime, the Gas Supply Agreement dated 31.08.2001 and the
subsequent amendments dated 29.01.2003 and 25.08.2004 got terminated vide letter of

 termination dated 30.08.2018 issued by GAIL to GVPGL. Subsequent thereto, GVPGL and

32.

GAIL have entered into a fresh Gas Supply Agreement dated 30.08.2018, which is valid till
05.07.2021, with a clause for extension. Copf of the letter of termination dated 30.08.2018
issued by GAIL to GVPGL is filed as Annexure M. Copy of the fresh Gas Supply
Agreement dated 30.08.2018 between GVPGL and GAIL which is valid till 05.07.2021 is

filed as Annexure N.

GVPGL submits that subsequent thereto, negotiations ensued between GVPGL, the other
stakeholders and tﬁe DISCOMS/ Petitioners, which, ultimately did not materinlize and no
workable solution ensued. Subsequently, GVPGL also addresséd a representation dated
22,03.2018 to the Principal Secretary, Infrastructure and Energy Dept, Govt. of AP,
highlighting, inter-alia, the following important issues:

i.- GVPGL has a valid PPA with the DISCOMS till 2029;

ii. Supply of APM gas to the new IPP’s having valid PPA’s will result in savings of about
Rs, 1,272 cr to the public exchequer over a period of 10-15 years;

iii. Plant of GVPGQL being more efficient, could be used to supply power at much cheaper
tariff’s, as compared to LANCO and Spectrum and hence no rationale éxists for
extending old PPA’s without considering GVPGL’s case;

iv. The proposal for renewal of extending old PPA’s of LANCO and Spectrum, without
honoring the existing PPA of GVPGL would amount of violation of the level playing

field, doctrine of public trust and the legitimate expectations of GVPGL:

- v. Extension of old PPA’s of LANCO and Spectrum would saddle the DISCOMS and

eventually the consumers with an additional financial burden of Rs. 2,825 crore as

compared to sourcing power from GVPGL;

A copy of the representation dated 22.02.2019 issued by GVPGL to Principal Secretary,

Y(:_)\YJER O
m Infrestructure and Energy Dept, Govt. of AP is filed as Annexure O.
2 Z
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representation issued by GVPGL. GVPGL submits that in light on the aforesaid, GVPGL is
now constrained to approach this Hon’ble Commissi‘;n and file the present IA in O.P. No. 8
of 2018 challenging the actions of the Petitioners in undertaking steps for renewal of PPA of
the Respondent. GVPGL submits that as the earlier LA, filed by GVPQL was withdrawn
without prejudice to its rights and remedies, the present LA. is maintainable. Further, as held
by the Hon’ble Supreme Court in a catena of judgments, there can be no waiver of
fundamental tights. As the actions of the Petitioners in seeking to renew the PPA of the
Respondent, apart from being against pubﬁc interest, are also violative of the fundamental
rights of the promoters of GVPGL guaranteed under Article 14 and 19(1)(g) of the

Constitution.

34. GVPGL further submits that as the objections to the renewal of PPA’s of LANCO and
Specturm are being considered on a public policy angle and as already elaborated by
GVPGL, tﬁe actions of the Petitioner in seeking to renew the expired PPA’s of LANCO and
Spectrum, posing the detriment of costing the public exchequer dearly, the present 1A being -

filed by GVPGL is liable to be allowed by this Hon’ble Commission.

35. GVPGL submits that the very actions of the Petitioners'in undertaking steps for renewal of
PPA of the Respondent recks of arbitrariness, non-application of mind, favourtism and
breach of constitutional principles of appropriation of natural resources for the reasons

elaborated here-under.

36, Further it is pertinent to mention that a bare reading of the PPA entered with the Respondent
herein makes it evident that the contention of Petitioners that they have only two options, i.e.,
either to agree for the extension of the PPA or to buy out the power plant from the
Respondent is wholly misconceived. The Petitioners have deliberately not brought to the
notice of this Hon’ble Commission the existence of a third option as provided under clause
6.2 of the expired PPA of Respondent. Under this option, the Respondent has the right'to
dispose off its plant or sell the power to third parties with a «Right of First Refusal” (ROFR)
by Petitioners. Therefore, a mere perusal of the said clause of the expired PPA .of the

Respondent would reveal that it is not 8 mandatory condition for the Petitioners to renew the

“PRA with the Respondent, It is further submitted that in the event the Respondent decides to
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exercise the third option, i.e. selling power to the third pafties, the Government of AP has
right to interfere and recommend to MoPNG for diversion of APM gas to GVPGL’s plant,
similar to the line of recommendation as was made in the past, wherein, gas slated to have
been allocated to the 4 new IPPs, including GVPGLSs plant, was diverted to the 4 old IPPs,

including Respondent No. 17.

37. Furthermore, as the PPA executed between APSEB and the Respondent expired on

C.

01.01.2016 and it is legitimately expected that any renewal of PPA cannot be only on a
mutually acceptable basis between Petitioners and Respondent. While exercising such option
of renewal, the Govt. of A.P and Petitioners are bound to take into account various prevailing

circumstances, policies and guidelines, including, inter-alia, the following:

The guidelines of central government for procurement of power on long term basis;
The rationale for renewal of Respondent’s PPA after expiry and refusal of TS Discoms to
participate in renewal process; and

Commercial Justifications for renewal of PPA of Respondent.

GVPGL craves leave to advert to the above-mentioned brief points in detail.

[/ 8

i

Guidelines of central government for procurement of power on long- term basis:

As per the Tariff policy dated 06.01.2006 bearing gazette notification No.23/2/2005-

- R&R(VolI) read with the tariff policy resolution dated 28.01.2016 bearing gazette

notification No. 23/2/2005-R&R (Vol-IX) under Section 3 of the Electricity Act 2003, the

Ministry of Power has categorically stated that, all long- term power procurement through

- PPA’s (ie. PPA’s signed for more than 7 years) shall be done essentially under a

transparent competitive bidding process. The relevant extracts of the tariff policjr resolution
dated 28.01.2016 of the Ministry of Power, Government of India, is reproduced herein-

below for ready reference:

“5.0 GENERAL APPROACH TO TARIFF:
3.1 Introducing competition in different segments of the electricity industry is one of the
key features of the Electricity Act, 2003. Competition will lead to significant beneﬁts to

consumers through reduction in capital costs and also efficiency of operations. It will
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already issued detailed guidelines for tariff based bidding process for procurement of

electricity by distribution licensees.

5.2 All future requirement of power should continue to be procured competitively by

distribution_licensees except in cases of expansion of existing projects or where there

is a company owned or controlled by the State Government as an identified developer
and where regulators will need to resort fo tariff determination based on norms
provided that expansion of generating capacity by private developers for this purpose
would be restricted to one time addition of not more than 100% of the existing

capacity.
T (emphasis supplied)

It is submitted that this guideline was not followed by the Petitioners and was given a
complete “go-by” in the instant long-term power procurement proposal/renewal from
Respondent. Copies of the Tariff policy dated 06.01.2006 and Tariff policy resolution

dated 28.01.2016 of Ministry of Power are annexed hereto and marked as Annexure P

(colly).

b. Renewal of PPA of the Respondent without the participation of Telangana State

DISCOMS:

i The PPA of Respondent was initially entered into with APESB which was later transferred
to the four Discoms of erstwhile State of AP through various transfer schemes announced
by the Government of AP from time to time. Pertinently, after the enactment of AP
Reorganization Act, 2014, the successor States of AP a_nd Telangana got two Discoms each
and power undef various PPAs was to be distributed in prescribed ratio of 46.11% and
53 89% between the successor States of AP and Telangana, respectively. Consequently, the
capacity of the PPA of Respondent was allocated to Telangana at the above stated ratio.
After expiry of the PPA of Respondent, TS Discoms declined to continue with the PPA of
the Respondent and did not undertake any renewal process. In such a situation, where the

PPA of the Respondent has expired for all the purposes it cannot be considered for renewal

"\-‘ nly by the AP Discoms/Petitioners.
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¢. No commercial justifications for renewal of PPA of the Respondent:

i, Before initiating any renewal process of the expired PPA of the Respondent, Petitioners
ought to have examined comparativeness of tariff and technical parameters of the plant of

Respondent in contradistinction with the existing PPA’s of the 4 new IPPs, including that

of GVPGL.

ii. After expiry of Respondent’s PPA, Petitioners have approached this Hon’ble Commission
seeking its consent for renewal of PPA of the Respondent herein without doing its due
diligence as stated above. In this regard, GVPGL, vide its letters dated 05.5.2017 and
10.5.2017 informed the Respondents its willingness to supply power at much lower cost as

compared to the tariff of Respondent if the available APM Gas is diverted to GVPGL'’s

plant,

iii. Curiously, the Petitioners have neither responded to GVPGL'’s offer nor brought this aspect
before this Hon’ble Commission for the reasons best lgnowﬁ to them. These actions of
Petitioners reek of non-transparency and non-application of mind resulting in failure of its

obligation to bring down tariff and ensure cheaper power to the consumers.

iv. While the per unit cost according tc proposed PPA with the Respondent is Rs. 0.71, owing
to the clause containing guaranteed 80% PLF and mandated payments of Rs 175 Crs
towards fixed/capacity charges. Wherein with the actual gas availability at present the PLF
will be around 34% and the Fixed Cost liability to DISCOM effectively would be Rs. 1.67
per unit.. In juxtaposition, GVPGL's per Unit cost is only Rs. 0.699, as, as per the PPA of
GVPGL, the fixed cost is payable only on actual gas availability (owing to deletion of the

alternate fuel clause by way of an amendment).

v. Further the Petitioners in their proposal have sought for increased Station Heat Rate from
1900 Kilo Calories per KWH to 1995 Kilo Calories per KWH in the renewed PPA with

Respondent, This has been done solely to allow Respondent to operate at decreased

efficiency st the same time to allow a substantial refurbishment cost of Rs 200 Crores

ithout any justification. It is pertinent to mention that GVPGL, due to advanced

'chnology and a comparatively newer power plant, will be able to operate at Station Heat. -,



operate. Consequently, GVPGL will be able to produce more amount of electricity with the

same amount of APM gas supplied to its power plant.

vi. It is also pertinent to note that vide the said extension/renewal, Petitioners have provided
for a refurbishment cost of Rs. 200 crores to the Respondent which is neither required nor

contemplated under the renewal clauses of the expired PPA with Respondent.

vii. GVPGL is providing a detailed comparative analysis of various parameters between its
plant and the plant of Respondent to highlight that commercial considerations lean in favor
of supplying gas to GVPGL’s power plant instead of a renewal of PPA of Respondent

herein:

Comparative analysis of the Objection Petitioner’s (GVPGL) and Respondent’s plants qua

efficiency/ commercial considerations:

e
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Installed Capacity
PLF % 34% 36%
Approx. Gas Available MMSCMD 0.65 0.65
PPA Extension Years 10.00
Gross SHR kCal/kWh 1995 1850
Mus Generated/Year MUs 1078 1162 ‘
Additional MUs Due to better
generated by GVPGL MUs 85 SHR of
w.r.t LANCO GVPGL
Domestic Natural Gas
Price $/mmbtu 3.36 3.36
(From 01.04.2018
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onwards)

38. Therefore, in the light of facté, stated above, the actions of Petitioners, being state
instrumentalities, in according priority to the Respondent, vide the proposal for renewal of its
PPA is thus predicated on enﬁrély false premises and suffers from irrationality and non-
.application of mind. In any event, such actions of Petitioners are completely pejorative of
public interest and the State’s interest, as any extension fa\}oring the Respondent apart from

being discriminatory against the Petitioner, does not besiege itself to any rational




39, It is respectfully submitted that apart from such aspects of commercial benefit for the general
public, the action of the Petitioner’s in seeking to ask for renewal of expired PPA would not

stand to a legel scrutiny, including, inter-aliq, for the following:-

i The State ought to reasonably and rationally act in the manner of allocation of natural
resources such natural resources cannot be mobilized or utilized for any person’s
exclusive benefit, Once firm allotments were made in favor of various people, in the very
first instance itself, the State ought to have continued with its originally correct policy of

recommending a pro-rata allocation.

ii, If the State were gmded by its commercial compulsions and therefore resorted to a “first
come first serve” policy, the State must necessarily continue with the same policy for the
purpose of maintaining a rational continuity. It is respectfully submitted that upon the
expiry of PPA with the Rﬂspondent, the PPA of GVPGL moves to the front of the queue

enabling it to be next “served”.

40, It is a trite principle of law, that every renewal of any agreement is equivalent to entering into
of a new agreement afresh. Such renewal will only relate to the date of renewed agreement
and does not relate back to the date of the original agreement, so even if the Petitioners
intend to renew the PPAs of the Respondent, GVPGL’s application would be anterior in

point of time.

41. The Hon’ble Tribunal in Essar Power Limited vs. Uttar Pradesh Electricity Regulatory
Commission in Appeal No. 82 of 2011 has held that the objectives of Electricity Act is
rpro’tect the consumer’s interest and rationalisation of tariff, the paramount consideration has

10 be the interest of the consumers and same was also followed by Hon’ble Supreme Court in
All India Power Engineers Federation and others vs. Sasan Power Limited and Ors, (2017
(1) SCC 487), wherein the role of the Regulatory Commission was again reiterated by
opining that the appropriate Commission specifies terms and conditions for determination of

tariff and the same is to be guided inter alia by safeguarding the interest of the consumer and

recovery of the cost of electricity in a reasonable manner. Therefore, this Hon’ble




42,

43.

Commission may not approve the proposal for power procurement from LANCO Project

when much cheaper power is available.

Further, there is absolutely no justification/ rationale in the actions of Petitioners in seeking
to renew the PPA with Respondent having the onerous conditions of ‘deemed generation’

clause, which were discriminatively continued even for the earlier period in their favor.

Since the allocation of scarce natural resources must be done in a just and equitable manner,
such principles of equity and justice necessarily demand that GVPGL, having invested
substantial amounts and having been denuded the benefit of any allocation in the past in view

of the State economic compulsions must be attended to by the State as it is its duty to do so.

44, This would be an even beneficial apportion, more so as GVPGL was compelled to give up a

45,

46.

47,

similar ‘deemed generation’ clause in its favor on the State’s representation that appropriate
steps would be taken for addressing GVPGL’s grievance at a later point of time. GVPGL
therefore, has a right of legitimate expectation in the manner of being accorded a priority for

the allotment of APM gas, upon expiry of PPA of the Respondent.

As allotment made to GVPGL would result in better utilization of the scarce natural resource,
on a more economical cost, the principle of trusteeship ordained upon the Petitioners entail
them to adopt a rational approach and allot Natural Gas to the GVPGL in priority' over

Respondent.

As the Petitioners in collusion with the Respondent have acted entirely contrary to such
constitutional principles, even in the manner of deciding to extend the PPA of Respondent till
31.03.2018 and further to renew the PPA of Respondent, apart from applying to this Hon’ble
Commission for seeking consent for extension of the PPA of the Respondent, the Petitioner
is approaching this Hon’ble Commission seeking a rejection of the present petition filed by

the Petitioners.

Further it is respectfully submitted that this Hon’ble Commission has advisory powers under




electricity industry within the state. In the instant case, the Hon’ble Commission may invoke -

its vested powers and advise the GoAP for diversion of APM gas to the GVPGL plant in the

larger public interest.

PRAYER

In the light of the above stated facts and circumstances of the case, it is most respectfully prayed

that this Hon’ble Commission may be pleased to:-

a)
b)

d)

Allow the instant intervention application;

Dismiss the instant petition filed by the AP Discoms for renewal of the expired
PPA dated 31.03.1997 executed with M/s Lanco Kondapalli Power Limited and
reject the proposed draft PPA dated 28.04.2017;

Exercise its powers under section 86 (2) of the Electricity Act, 2003 and direct AP
Discoms to liaise with GoAP and recommend MoPNG, Government of India to
resume the APM/Non-APM/Pre-NELP gas supply to GVPGL from old IPP’s
whose long terms PPAs have expired;

Direct Discoms to schedule generation from GVPGL under Long Term PPA with
the APM/Non-APM/Pre-NELP gas so resumed from old IPPs or alternatively to
direct the payment of capacity charges in case DISCOMs doesn’t want to procure
the power; and

Such other relief as this Hon'ble Commission may deem fit in the facts and

circumstances of the instant case.

In the interregnum, this Hon’ble commission may direct the AP Discoms to

request to Government of Andhra Pradesh, MoPNG and Gas Authority of India Limited

(“GAIL”) to resume the APM gas from Repondent’s Plant to GVPGL on temporary basis

till the disposal of present petition.

G’age 20



BEFORE THE HON'BLE ANDHRA PRADESH ELECTRICITY REGULATORY
COMMISSION

. At its office at 4% Floor, Singareni Bhavan, Red Hills, Hyderabad

=

LA.NO. OF 2019
IN

OP.No 8 OF2018

In the matter of: Renewal of PPA with M/s. Lanco Kondapalli Power
Limited ]

Between:

1. Southern Power Distribution Company of Andhra Pradesh Ltd.,
D.No. 19-13-65/A, Tiruchanoor Road,
Tirupathi, Chittoor District, Andhra Pradesh.

2. Eastern Power Distribution Company Litd.,
Corporate Office, P&T Colony, Seethammadhara,
Visakl::apainam. .. Petitioners
£

“AND

M/s. Lanco Kondapalli Power Limited,

Regd. Office: “LANCO House”,

Plot No. 4, Software Unit Layout, HITEC City,

Madhapur, Hyderabad-500 081. «. Respondent

AND

GMR Vemagiri Power Generation Ltd.,

Having its registered office at Skip House,

25/1, Museum Road, Bangalore,

Rep. by its Manager-Corporate Relations,

Kalyan Chakravarthy S/o Y. Raja Rao. ... Intervention Petitioner

VERIFICATION AFFIDAVIT

I, Kalyan Chakravarthy S/o Y. Raja Rao, age 40, Occ: Manager-Corproate
Relations, GMR Vemagiri Power Generation Ltd., R/o 6-3-866/1/G1, Green Lands,

Begumpet, Hyderabad-500 016; do solemnly affirm and state on oath as follows:

1. I am the Manager-Corporate Relations of the GMR Vemagiri Power Generation
' Ltd., therefore, competent and authorized by the Intervention Petitioner to affirm, swear,

execute and file this submissions in the present proceeding.

2. 1 have read and understood ihe contents of the accompanying reply &




]
14 i)

available to me and based on information and advice received which I believe to be true

and correct.

Solemnly affirmed and .éigned on this the
11™ day of MARCH, 2019 at Hyderabad

VERIFICATION

I, Kalyan Chakravarthy S/o Y. Raja Rao, age 40, Occ: Menager-Corproate Relations,
GMR Vemagiri Power Generation Ltd., R/o 6-3-866/1/G1, Green Lands, Begumpet,
Hyderabad-500 016; solemnly affirms at Hyderabad on 11™ day of March, 2019 that the
contents of the above affidavit are true to my knowledge, no part of it is false and nothing

material has been toncealed therefrom.

ADVOCATE




BEFORE THE HON’BLE ANDHRA PRADESH ELECTRCITY REGULATORY
COMMISSION

At its office at 4th Floor, Singareni Bhavan, Red Hills, Hyderabad
LA, No. 7 0f2018
IN
LA. No. Gof2018
IN
O.P.No. 8 of 2018
In the matter of: Short Term Purchase of Gas Power from Old IPPs in the State of
Andhra Pradesh
Between:
1. Southern Power Distribution Company of Andhra Pradesh Ltd.,
D. No. 19-13-65/A, Tiruchanoor Road
Tirupathi, Chittoor District, Andhra Pradesh
2. Eastern Power Distribution Company of Andhra Pradesh Ltd.,
Corporate Office, P&T Colony, Seethammadhara,
Visakhapatnam .... Petitioners
AND
M/s Lanco Kondapalli Power Limited
Regd. Office: “LANCO House",

Plot No 4, Software Unit Layout, HITEC City
Madhapur, Hyderabad- 500081 «++« Respondent

IA FILED ON BEHALF OF GMR VEMAGIRI POWER GENERATION
LIMITED (“GVEGL”)

The Applicant Most Respectfully Submit:

1. At the outset it is sumitted that M/s. GMR Vemagiri Power Generation Limited
(hereinafter referred to as “GVPGL”™) has filed an intervention cum objection
application in O.P. I\fo. 8 of 2018, challenging the process of renewal of the expired
PPA of M/s. Lanco Kondapalli Power Limited/ Respondent, which has lived its life
and recovered the capital cost, infer-alia, on the ground that the Discoms have not
followed the tenets and objectives of Electricity Act, 2003 of treating all players in

f——'-m_..\_‘_the field on an equal footing, promoting competition, promotion of efficient and

L)
IE ; ‘hvironmentally benign policiesefficiency, ensuring cheaper power to the consumer,

/
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and transparency in the power procurement process and taking measures conducive to

development of electricity industry.

. GVPGL is filing the present application seeking to further challenge the short-term

purchase of power by the Discoms from the Respondent, inter-alia, as being without
the sanction of law, arbitrary and against the public interest, apart from the grounds

elaborated hereinafter.

. The brief facts for the purpose of the present application are stated thus:

. That M/s. GMR Vemagiri Power Generation Limited (hereinafter referred to as

“GVPGL”) herein is a Company incorporated under the provisions of the Companies
Act, set up specifically for the purpose of setting up a 370 Megawatt Gas Based
Power Plant at Vemagiri in the State of Andhra Pradesh. Thereafter GVPGL entered
into a Power Purchase Agreement (PPA) with the then APSEB on 31.03.1997 for
supply of 370 MW power from the power plant proposed to be set up at Vemagiri. A
copy of the relevant extracts of Power Purchase Agreement is annexed herewith as

Annexure A,

. The Power Purchase Agreement (PPA), inter-alia, guaranteed operation of the power

plant at 80% PLF (Plant Load Factor) and the said amount was to be paid on a
‘deemed generation’ basis irrespective of whether any generation was made or not.
This Power Purchase Agreement was in line with similar Power Purchase
Agreements entered earlier by the then APSEB with a few other power plants

including the Respondent herein.

. The said clauses relating to guaranteed operation of the plant at 80% of plant load

factor (on deemed generation basis) was highly critical for the purpose of ensuring
that private sector participants would invest huge capital amounts into setting up of
power plants, as they would then be assured of a guaranteed off-take as the entire
electricity industry is monopolised in the State. Pursuant to such assurances,
representations and covenants held out by the State in public domain, GVPGL set up
a power plant by investing a total amount of around Rs.1200 Crores during the

relevant time. And on the strength of the PPA, the Ministry of Petroleum and Natural
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Gas (“MoPNG”) (Respondent No. 9) on 05.06.2000 allocated 1.64 MMSCMD of
natural gas (under administered price mechanism) to GVPGL on a firm basis. A copy
of the said letter of MOPNG is annexed herewith as Annexure B. Pursuant to such
allocation, the Gas Authority of India Ltd., (“GAIL™) entered into a Gas Supply
Agreement dated 31.08.2001 with GVPGL for supply of gas till 31.03.2020. A copy
of the Gas Supply Agreement dt. 31.08.2001 and amendment dt. 29.01.2003 is
annexed herewith as Annexure C. Subsequently existing Gas Supply Agreement was

renewed on 30.08.2018 and is valid till 05.07.2021.

Subsequent to the PPA and the firm gas allocation made, GVPGL established 388.5
MW of gas based power plant with a total capital outlay of around Rs.1200 crores.
The said plant was set up with state of the art facilities to provide better efficiency
with the latest Gas Turbine technology. After the investments were made by GVPGL
and when the plant was close to its Commercial Operations Date (‘COD’) i.e.
26.09.2006, the availability of gas was discovered to be lesser than what was
originally projected. Accordingly, there was a shortage in the quantity of gas that was
to be supplied in relation to the various firm allotments made by MOPNG and the

Gas Supply Agreements executed by GAIL.

It is respectfully submitted that on any equitable or rationale principle, upon such
shortage visiting the Gas Supply arrangement, it would be apposite that the available
gas ought to have been apportioned amongst the allotted members, rateably and
proportionately. This, in fact, is generally the policy by MOPNG and pursued by

GAIL in relation to various power projects across the country.

Realizing that the obligations cast under the Power Purchase Agreements would
obligate the then APSEB and the State and its entities to pay the minimum amounts to
the private sector generators on account of the ‘deemed generation’ clause,
tremendous pressure was built upon the then non-commissioned plants including
GVPGL to agree for an alternative fuel clause and for dropping the deemed
generation clause. Based on the representations made with regard to appropriate
ameliorative steps being taken by the State in future and yielding to the larger public

interest, only GVPGL out of 4 new Independent Power Plants (IPPs) had consented to



10.

11.

an amendment of PPA providing for alternative fuel clause placing complete faith in
the representations and proposed future actions of the Government of Andhra Pradesh

and its power utilities.

Pursuant to consent granted, the PPA was amended on 18.06.2003 (“First
Amendment”) incorporating natural gas as only a primary fuel and in case of
unavailability of primary fuel, other fuels such as Naptha/LSHS as the alternative fuel
clause was also incorporated. Accordingly, Article 1.2.27 of the PPA was amended
and this Hon’ble Commission vide its Order dated 12.03.2003 in OP No. 12 of 2002
granted consent to the said amendment. It is pertinent to mention that the PPA was
subsequently amended again in 2007, inter-alia, deleting the alternate fuel clause.
Vide the said amendment; the term of the PPA was further extended till 16.09.2029
(initially the PPA was for a period of 15 years). Copies of the amendments dated
18.08.2003 and 02.05.2007 to the PPA dated 31.03.1997 are being filed herewith as

Annexures D and E respectively.

Consistent with the representations held out to the Private Power Project Proponents

and on 06.12.2004, the then Government of Andhra Pradesh recommended to

~ MOPNG and GAIL to ensure a pro-rata supply of available gas to all the gas projects.

12.

Thus, the gas was to be supplied to all the firm allottees in a pro-rate manner which
would have ensured an equitable distribution of the natural and national resource of
natural gas to all the allottees justly. After pressurizing GVPGL to a position of
amending the Power Purchase Agreement the then Government of Andhra Pradesh,
having either failed to exert similar pressure upon the previously commissioned
projects or to discriminatively favor them, could not ensure any amendment of the
PPAs for such commissioned projects including the PPA of Respondent herein. A
copy of recommendations letter dated 06.12.2004 is annexed herewith as Annexure

F.

This resulted in a peculiar situation where the commissioned projects continued to
have the deemed generation clause benefit and GVPGL has been restrained to abide

by the amended clause in the PPA. It is respectfully submitted that this situation
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entirely resulted out of the actions of Petitioners in exercising their dominant
monopolistic position with regard to GVPGL which was at the final stage of

completion.

13. This meant that the State continued to remain bound by the ‘deemed generation’
clauses in relation to the commissioned projects. Taking a completely commercial
view and at odds with the constitutional spirit/duty enjoined upon the State, the then
Government of Andhra Pradesh resiled from its previous recommendations of a pro-
rata allotment amongst all firm allottees (vide its letter dated 06.12.2004) and
changed tracks to look at its pure commercial interest and recommended to MOPNG
and GAIL vide its letter dated 22.11,2005 inter alia suggesting that the allotment be
made firstly to such commissioned power projects including Respondent No 17 and
only after the obligation of achieving 80% PLF of those plants, additional gas, if any,
was directed to be allotted to the new projects. The letter addressed by ‘the
Government of Andhra Pradesh through its Honb’le Minister inter alia recorded as

follows:

“State government have subsequently reviewed the implications of
pro-rata allocation of the available gas. If Pro-rata allocation of the

available gas is made to all the projects, the generation from the

existing 4 projects would fall down appreciably and Government of
Andhra PradeshW/APTRANSCO will have to pay about Rs. 333

availing full generation form these 4 existing projects. This
additional burden of about Rs. 333 Crores can be avoided if the

available gas is first supplied to the existing 4 gas based projects to

the extent required for achieving threshold PLF.”

A copy of letter dated 22.11.2005 is annexed herewith as Annexure G.

14. Thereafter, on 05.12.2005 MoPNG accepted the recommendations of GoAP and decided
to curtail APM Gas to all 4 New IPPs. As a result of GoAP’s decision, GVPGL was
deprived of its legitimate share of APM Gas on a pro-rata basis despite having firm APM
Gas allocation. A true copy of the Letter dated 05.12.2005 is annexed herewith and

——__ marked as Annexure H.
ZQWER ~%
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16.

It is submitted that the said recommendations are wholly repugnant to the duty
enjoined upon the State in the manner of dealing with national and natural
resources. These resources have now been emphatically held by the Hon’ble
Supreme Court to be owned by the State in public trust for the general benefit of
citizens at large. The concept of public trusteeship has now been well recognized
and the Hon’ble Supreme Court has also held specifically in relation to the subject
of natural gas in Reliance Natural Resources Ltd. and Ors v Reliance Industries
Ltd. and Anr. (2010) 7 SCC 1 that, the State must attend to its duties of public
trusteeship with fairness and non-discrimination for ensuring an equitable and

proper discharge of its trustees role.

The State ought to therefore take into account various elements of public interest
and not merely its private commercial interest while recommending and dictating
the policy to be adopted in the manner of allocation of natural resources. The
recommendation made by the State, to allocate gas exclusively to the four existing
power projects including Respondent No 1 and Spectrum herein, at the cost of
supply to be made ratable to all the firm allotees would be entirely unconscionable
as it is dictated by commercial considerations rather than the constitutional
principles of faimess, rationality and objectivity which are required to be observed
by all state machineries including the DISCOMS. However, in view of the then
representations held by the State and its entities, that they would work out
appropriate remedial measures in respect of the new power plants, GVPGL was
impressed upon not to precipitate any issue, as the State undertook to prevail upon
MOPNG of Union of India to allocate gas on a priority basis to the new power

plants like GVPGL.

. GVPGL invested in the State based on the statements made by GoAP with regard to

availability of gas in the State of Andhra Pradesh. Further, the project was entirely
dependent upon the State support. However when there was shortage of natural gas
GoAP recommended to MOPNG for continuation of gas suppiy through GAIL to
the existing power plants by diverting the gas which was allotted to plants under

constructions. As regard the power plants under construction GoAP recommended
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19.

20.

e

that the allotment of gas to the under construction power plants was to be made as
and when additional gas was available. This recommendation of GoAP has put the

power projects under construction to a serious financial stress.

In furtherance of GVPGL efforts to engage with the State and MoPNG, to alter the
priorities with regard to allocation of natural gas, GVPGL along with all the other
new power plant owners, had engaged in a series of steps with MOPNG and its
Empowered Group of Ministries (“EGOM?™) for giving a priority to the Gas Based
Power Plants over other sectors such as Fertilizers, CNG etc., or to at least bring it
on parity for ensuring allocation of gas. Also the prospect’s relating to discoveries
in Krishna-Godavari basin allocated to Reliance (‘KG-D6’), fuelled the hope of the
GVPGL that additional gas would soon be available for the purpose of operating

the GVPGL’s plant.

In the meantime, GAIL continued supplying the APM Gas to the four previously
existing power plants even though GVPGL’s power plant achieved Commercial
Operations Date (COD) on 16.09.2006. As the matters in relation to APM gas had
settled by then and GVPGL was persuaded not to challenge such action on various
representations and hopes held out, GVPGL reconciled to the position that during
the currency of the Power Purchase Agreement with the previously existing power
plants, such gas would continue to be supplied on a priority basis. In the meantime,
after expiry of PPAs of Respondent No 1 and Spectrum Plants, GVPGL proposed
supply of power from Domestic Gas sourced from KG Basin under Deep Water

Policy dated 21.03.2016 notified by Gol, but the same was not considered.

However, GVPGL had a legitimate expectation that continuation of the said policy
would mean that after the expiry of the term of the PPA of the previously existing
power plants when the Deemed Generation obligations would no longer be binding
on the power utilities of the State, the APM gas would be supplied to GVPGL on

the then acquired priority by virtue of the GVPGL being the previous and existing

PPA holder.



21. It is pertinent to mention that GVPGL’s PPA executed originally on 31.03.1997 is
valid till 15.09.2029, whereas the PPA executed with the Respondent No 1 herein
expired on 01.01.2016 and Spectrum expired on 18.04.2016. Once such PPAs are
expired, the State and DISCOMS were under no obligation to renew the PPA of the
Respondent No 1 and Spectrum , as demonstrated in the case of Reliance Power
Samalkot by not exercising any of the options as per PPA Provisions. The PPA only
provided for a clause for renewal at APSEB'’s option. Similarly, APSEB had an
option of exercising a buyout right of the power plant from the Respondent No. 1
and Spectrum . Both these possibilities are only optional and exercisable at the will

of APSEB and there is no obligation upon them to resort to one or the other.

22. On account of the priority given to the previously existing plants, a situation has
now resulted where the said plants continued to operate and avail the benefit of
payment, inspite of no obligations of repayment of Loan and other Capital
expenditures under the expired PPA of Respondent No. 1 and Spectrum . However,
GVPGL’s total investment of around Rs.1200 crores has not seen any tangible
benefits as its Power Plant has been completely shut down from the period of COD
i.e., 16.09.2006 till date, except for brief intermittent periods of Feb.2008-May,
2008; Dec.2008-March, 2009; April 2009-Feb.2013; April 2013 and April 2015.
Huge capital outlay and expenditure employed in a vital infrastructure industry for
the nation has gone unutilized and this has also resulted in GVPGL not being able
to either generate power or provide employment or other GDP benefits for the
nation including taxes. GVPGL was thus resting only on the hope of gas supplies
commencing after the completion of the State’s contractual obligation in relation to

the PPAs with the previous existing power plants.

23. As stated earlier, the PPA with Respondent No. 1 and Spectrum herein expired on
01.01.2016 and 18.04.2016 respectively. However to GVPGL’s surprise and
consternation, AP DISCOMS (Petitioners herein) instead of being relieved of
various onerous conditions which were continued only in relation to the previous
existing PPAs (while being amended in relation to the new PPAs including

GL), decided for some irrational, incomprehensible and strange reason to

Page 8



continue availing power on short term basis from the Respondent No.l and
Spectrum plants, instead of resuming supply of gas to GVPGL and availing cheaper

power from GVPGL, whose PPA continues to be in subsistence till 2029.

24, Aggrieved by the aforesaid discriminatory actions of the Petitioners herein, GVPGL -
immediately approached the concerned authorities by addressing communications

dated 05.05.2017 and 10.05.2017, inter-alia, specifying the following:-

a. PPA of Respondent No. 1 and Spectrum has expired and the Capital

Cost for the Plants have already been recovered;

b. Sub optimal efficiency of the plant operated by Respondent No. 1
and Spectrum compared to that of efficient GVPGL’s plant;

c. Lower Station Heat Rate of Petitioner and other similarly situated
plants would save up to Rs. 0.22/unit;

d. Respondent No. 1 and Spectrum have higher Capacity Charges in
comparison to GVPGL giving due consideration to Deemed

Generation;

e. Advantages under GVPGL’s PPA include No ‘alternate fuel’ clause
hence Capacity Charge paid on actualgeneration.;
Copies of the communications dated 05.05.2017 and 10.05.2017 addressed by GVPGL to

the State authorities are annexed herein as Annexure I and Annexure J respectively.

25. It is pertinent to mention that vide a communication dt. 27.07.2017 addressed by the
Chief General Manager of APSPDCL to the Secretary, APERC, that was available on the
website of this Hon’ble Commission, it was communicated, infer-alia, that the PPA’s
with LANCO expired on 01.01.2016 and Spectrum expired on 18.04.2016 and it is
decided that APSEDCL will not procure power from the IIPs whose PPAs have expired.
In the said communication, it was also noticed that several other IPP’s including GVPGL
are in commercial operation in the state, thereby indicating that the Petitioners were
exploring the feasibility of utilizing the power plants of GVPGL and other such entities

whose PPA’s are in subsistence as on today. A copy of letter dt. 27.07.2017 along with
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26.

27.

28.

Notwithstanding such representations, when the Petitioners herein did not act upon the
same, GVPGL was further surprised to learn that they have approached this Hon’ble
Commission seeking its consent for availing continued power supply from the
Respondent No 1 and Spectrum till 31.03.2020i.e., on a short term basis and the same is
approved by APERC vide Tariff Order for FY 2019-20 ignoring the fact that a portion of
the gas being made available to Respondent No 1 and Spectrum belongs to GVPGL
under the allocation policy of MoPNG. When public hearing in relation to such
proposals were taken up by this Hon’ble Commission, GVPGL learnt of the said decision
made by the Hon’bie Commission. Consequent thereto, GVPGL approached Petitioners
herein once again, requesting them to utilize the facilities set up by GVPGL which would
be more beneficial for the State in terms of economic as well as effective utilization of a
scarce resource like Natural Gas, generating higher quantity of electricity because of the

more advance capital machinery and technology employed by GVPGL.

While GVPGL’s request went disregarded, it appears that various tenable objections were
made in the public hearing before the Hon’ble Commission against continuing the
onerous conditions in favor of the Respondent No. 1 and Spectrum while availing power

from them on a temporary basis.

GVPGL learnt that, thereafter, the Hon’ble Commission vide order on Tariff for Retail
Supply of Electricity during FY 2019-20dated 22.02.2019 granted its consent to procure

power, for short-term, from, inter-alia, the Respondent,:

i.  To procure power from the Respondent No 1 herein at a fixed cost of Rs. 0.96 and
variable cost of Rs. 2.33 making a total of Rs. 3.29 per unit for the financial year
2019-20.

ii. To procure power from the Spectrum herein at a fixed cost of Rs. 0.92 and
variable cost of Rs. 2.39 making a total of Rs. 3.31 per unit for the financial year
2019-20.

A copy of the order on Tariff for Retail Supply of Electricity during FY 2019-20
dated 22.02.2019is annexed herein as Annexure L. GVPGL submits that the said
actions of the discoms are, inter-alia, without the authority of law, not backed by

ction against the tenets of open —competition and level playing field.
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29.

30.

31

While so, even as GVPGL harbored a hope that GVPGL’s request for supplying gas to its
power plant and availing power supply from it on far more beneficial terms shouid fall on
a reasonable consideration with the Petitioners herein, the Petitioners herein, in a blatant
and flagrant display of favoritism towards the Respondent No. 1 and Spectrum .
Petitioners approached the Hon’ble Commission and filed O.P.No. 8 of 2018 for the
purpose of seeking consent for the extension/renewal of PPA, by contending that the
Petitioners have only two options, i.e., either to agree for the extension of the PPA or to

buy out the power plant from the Respondent No. 1.

GVPGL submits that being aggrieved by the aforesaid actions of the Petitioners in filing
O.P. No. 8 of 2018 for the purpose of seeking consent for the extension/renewal of PPA
of the Respondent No. 1, GVPGL approached this Hon’ble Commission and filed L.A.
No. 18 of 2018 in O.P. No. 8 of 2018 challenging the proposal for renewal of PPA of the
Respondent No. 1. GVPGL, inter-alia, highlighted in its petition that the said proposal
apart from being violative of the principles of level playing field and doctrine of public
trust in distribution of natural resources, is also violative of the legitimate expectations of
GVPGL and the fundamental rights of the promoters of GVPGL as the actions of the
Petitioners in granting undue favoritism to the Respondent No. 1; amounts to violation of

Articles 14 and 19(1)(g) of the Constitution of India.

GVPGL submits that while I.A. No. 18 of 2018 filed by GVPGL was pending
adjudication before this Hon’ble Commission, certain negotiations ensued between the
Respondent No. 1, Spectrum and GVPGL, wherein, it was proposed that a mutually
acceptable solution on sharing of existing gas may be proposed for the kind consideration
of DISCOMs, GoAP & MoPNG which is in the best interests of the public exchequer and
all the stakeholders involved herein. Owing to the aforesaid negotiations, GVPGL, with
a bona-fide intention of arriving at a workable solution and without prejudice to its rights
and remedies, withdrew [.A. No. 18 of 2018 in O.P. No. 8 of 2018. A copy of the order-
dated 07.07.2018 passed by this Hon’ble Commission in I.A. No. 18 of 2018 in O.P. No.

8 of 2018 is filed as Annexure M.




32. GVPGL submits that in the meantime, the Gas Supply Agreement dated 31.08.2001 and
the subsequent amendments dated 29.01.2003 and 25.08.2004 was renewed on

30.08.2018 and is valid till 05.07.2021is filed as Annexure N.

33. GVPGL submits that subsequent thereto, negotiations ensued between GVPGL, the other
stakeholders and the DISCOMS/ Petitioners, which, ultimately did not materialize and no
workable solution ensued. Subsequently, GVPGL also addressed a representation dated
22.02.2019 to the Principal Secretary, Infrastructure and Energy Dept, Govt. of AP,
highlighting, inter-alia, the following important issues:

i. GVPGL has a valid PPA with the DISCOMS till 2029;

ii. GVPGL has a legitimate right on the allocated quanity of APM gas presently
being supplied to Respondent No. 1, spectrum and others in the State of AP which
was earlier withdrawn by GoAP considering certain commercial advantage of
Respondent No. 1 and Spectrum . Therefore, it is obligatory on part of GoAP to
resume APM gas supplies to GVPGL having valid PPA & GSA.

iti. Resume supply of APM gas to GVPGL from old IPP’s;

iv. Plant of GVPGL being more efficient, could be used to Lsupply power at much
cheaper tariff’s, as compared to Respondent No. 1 and Spectrum and hence no
rationale exists for extending old PPA’s without considering GVPGL’s case;

v. The proposal for renewal of extending old PPA’s of Respondent No. 1 and
Spectrum , without honoring the existing PPA of GVPGL would amount of
violation of the level playing field, doctrine of public trust and the legitimate
expectations of GVPGL;

vi. Extension of old PPA’s of Respondent No. 1 and Spectrum over a period of 10-
15 years would saddle the DISCOMS and eventually the consumers with an
additional financial burden of Rs. 2,825 crore as compared to sourcing power

from GVPGL;

A copy of the representation dated 22.02.2019 issued by GVPGL to Principal Secretary,

Infrastructure and Energy Dept, Govt. of AP is filed as Annexure O.

34, GVPGL submits that GoAP, till date, has neither considered nor replied to the aforesaid

representation issued by GVPGL. GVPGL submits that in light on the aforesaid, GVPGL
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was constrained to approach this Hon’ble Commission and file an intervention cum
objection petition in O.P. No. 8 of 2018 challenging the actions of the Petitioners in
undertaking steps for renewal of PPA of the Respondent No. 1. Suffice to state that the
said intervention cum objection petition of GVPGL is pending adjudication before this

Hon’ble Commission.

35. While so, GVPGL is filing the present IA challenging the procurement of power on a
short-term basis by the discoms from Respondent No. 1 and Spectrum on the following

among other grounds:

Grounds

a. As per the provisions of the Electricity Act, this Hon’ble Commission notified the
Tariff Order for retail sale of electricity during FY 2019-20, wherein, this Hon’ble
Commission was pleased to issue directions the discoms as follows:
@ Para 299 of the Tariff Order (Pg 200-201 of document), the Commission’s
direction is as follows:

“ In this regard, the attention of licensees is drawn to the letter dated 3rd October
2018 of Ministry of power on ‘Compulsory procurement of power by Distribution

Licensees for short term and medium term requirements through DEEP E-bidding

portal’ wherein the Ministry has advised the DISCOMs quoting the provisions of
National Tariff Policy, 2016 that all the power procurements by DISCOMs for
meeting their short term and medium term power requirements shall be done
competitively through DEEP E-bidding portal only as per the guidelines issued by
MoP unless exempted under the provisions of the Tariff Policy issued by the Central

Governement and permitting DISCOMS procurement of power through exchanges.

Therefore, the licensees are directed to follow the above advice of MoP, Gol,

scrupulously.”
(emphasis supplied)

The actions of the discoms in continuing to procure short-term power supply from the
espondent, without resorting to e-bidding is violative of the aforesaid Tariff order

issued by this Hon’ble Commission and the directions issued by the Ministry of

AR
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b. The said actions of the discoms in not resorting to e-bidding are violative of the
public trust doctrine. The discoms, which are instrumentalities of the State are
duty bound to attend to their duties of public trusteeship with fairness and non-
discrimination for ensuring an equitable and proper discharge of its trustees role.
In continuing to procure short-term power from the Respondent No. 1 and
Spectrum , the discoms are acting in contravention of the public trust doctrine.

c. The said actions of the discoms are against public interest and the public
exchequer) as the Cost of procurement of Power from the Respondent No. 1 and
Spectrum is higher compared to GVPGL's power (being offered with the APM
gas supply) by Rs _0.40 to 0.42 /Kwh respectively on prevailing gas price as
brought out in LA filed by Respondent No. 1 dated 11.02.2019. As such, there is
no rationale to continue procurement of power from the Respondent No. 1 and
Spectrum ;

d. The said actions of the discoms are violative of the principles of level playing
field.

e. Further, there is no commercial justification for procurement of short-term

power from the Respondent No. 1 and Spectrum as:

iii.

&

&

0

After expiry of Respondent No. 1 and Spectrum PPA, Petitioners have approached
this Hon’ble Commission vide its letters dated 05.5.2017 and 10.5.2017 and
informed the discoms its willingness to supply power at much lower cost as
compared to the tariff of Respondent if the available APM Gas is diverted to
GVPGL’s plant. The said offer of GVPGL has not been considered by the discoms
till date;

The Capacity Charge of Rs. 0.96/Kwh as approved by this Hon’ble Commission
vide its order on Tariff for Retail Supply of Electricity during FY 2019-20 dated
22.02.2019, for the Respondent No. 1, is higher by around Rs.0.48/Kwh compared
to expired PPA of the Respondent No. 1, whereas GVPGL Capacity Charge is only
Rs 0.699/Kwh and cheaper by Rs 0.26/Kwh compared to the Respondent No. !
Tariff approved by Hon’ble Commission;

The Capacity Charge of Rs. 0.92/Kwh as approved by this Hon’ble Commission

vide its order on Tariff for Retail Supply of Electricity during FY 2019-20 dated
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22.02.2019, for the Spectrum , whereas GVPGL Capacity Charge is only Rs
0.699/Kwh and cheaper by Rs 0.22/Kwh compared to the Spectrum Tariff
approved by Hon’ble Commission;

iv. The Variable Cost approved by this Hon’ble Commission vide its order on Tariff
for Retail Supply of Electricity during FY 2019-20 dated 22.02.2019 for the
Respondent No. 1 is Rs 2.33/Kwh whereas for GVPGL for the same gas price
Variable Cost will be Rs 2.21/Kwh.

v. The Variable Cost approved by this Hon’ble Commission vide its order on Tariff
for Retail Supply of Electricity during FY 2019-20 dated 22.02.2019 for the
Spectrum is Rs 2.39/Kwh whereas for GVPGL for the same gas price Variable
Cost will be Rs 2.21/Kwh.

vi. There is no obligation cast upon the Discoms to procure power from the
Respondent No. 1 and Spectrum on short term, when options to procure cheaper
power from GVPGL is available;

vii. Discoms benefit by way of additional energy units (around 147 MUs) when
procured from GVPGL by virtue of higher efficiency and cheaper cost for the same
gas as consumed by Respondent No. 1 and Spectrum .

f. GVPGL craves leave to urge such other grounds at the time of hearing.

36. GVPGL submits that as the actions of the Discoms, in continuing to avail short-term power
supply from the Respondent No. 1 and Spectrum is in viclation of various constitutional
principles of public trusteeship and level playing field, apart from being in contravention
of the ethos of Electricity Act, 2003 , GVPGL is constrained to approach this Hon’ble
Commission seeking stay of all further actions of the discoms in short-term procurement of
power from the Respondent No. 1 and Spectrum .

37. GVPGL submits that the present application seeking stay is positioned on a larger public
interest and is in the interest of the public exchequer.

38. GVPGL submits that GVPGL reserves its right to challenge the short-term procurement of

power by the discoms from spectrum vide a separate petition.




PRAYER

In the light of the above stated facts and circumstances of the case, it is most respectfully

prayed that this Hon’ble Commission may be pleased to:-

a. Stay the actions of the Discoms from continuing procurement of power from
Respondent/LANCO based on APM/Non-APM/Pre-NELP gas on short term basis;

b. Exercise its powers under Section 86 (2) of the Electricity Act, 2003 and direct AP
Discoms to liaise with GoAP and recommend MoPNG, Government of India to
resume the APM/Non-APM/Pre-NELP gas supply to GVPGL from old IPPs whose
long term PPAs have expired and schedule GVPGL under Long Term PPA;

c. Direct Discoms to pay capacity charges to GVPGL, in the event Discoms are neither
willing to resume APM/Non-APM/Pre-NELP gas supply to GVPGL from old IPPs
nor scheduling power from GVPGL plant;

d. Grant such other relief as this Hon’ble Commission may deem fit in the facts and

circumstances of the instant case. =
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BEFORE THE HON’BLE ANDHRA PRADESH ELECTRCITY
REGULATORY COMMISSION
At its office at 4th Floor, Singareni Bhavan, Red Hills, Hyderabad
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POWER PURCHASE AGREEMENT .
FOR SHORT GESTATION LIQUID FUEL BASED POWER PROJECT
OF 468 MWs at VEMAGIRI, East Godavari Dist., A.P.
between :
ANDHRA PRADESH STATE ELECTRICITY BOARD
and
M/s.ISPAT POWER LIMITED

This Power Purchase Agreement (this "Agresmsnt”), entered into on
this 31% day of March, 1997, between Andhra Pradesh State Electricity Board,
constituted under the Indian Electricity (Supply) Act, 1948 and having its office at
Vidyut Soudha, Hyderabad - 500 049 (hereinafter referred to as the “"Board",
which expression shalil, unless repugnant to the context of meaning thereof

inciude its successors and assigns), as Party of the first part, and M/s.ISPAT

POWER LIMITED, a company incorporated under the indian Companies Acl,
t |spat House, B.G.Kher Marg, Worli,

1956 and having its registered office a
Mumbai - 400 018 (hereinafter referred io as the “Company”, which expression

shalf, unless repugnant to the context or meaning thereof, include its successors
and assigns), as Party of the second part;

WHEREAS the Govemment of Andhra Pradesh (hereinafter cailled
“GOAP") announced a policy for attracting private sector investments in power
seclor and in line with the Government policy, the Board invited bids for short

= s b/lARtJj-A |
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ISPAT HOUSE i L s 1m0
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gestation power projecls. M/s Nipppon Denro Ispat Limited, Ispat House,
B.G.Kher Marg, Worli, Mumbai - 400 018 has submitted a bid to design, finance,
construct, complete, own and operate a liquid fuel based power station of
468 MW capacity (hereinafier referred to as *Project”) at Vemagiri, Easl
Godavari Dist, in Andhra Pradesh, india. The Board accepted the bid by the
M/s Nippon Denro Ispat Limited, and tHey were selected by the Board and duly
approved by the GOAP to establish the said Project;

: WHEREAS, M/s.Nippen Denro Ispat Ltd. incorporated a new company
under the Indian Companies Act, 1956 with the name “M/s. Ispat Power Limited
and its Registered Office at Ispat House, B.G.Kher Marg, Worll, Mumbai -
400018 (hereinafier referred to as the " Company", which expression, shall,
uniess repugnant ic the context or meaning therecf, include its successors and
assigns) to develop, finance, construct, complete, own and operate the Project;

WHEREAS, the aforesaid Company proposes to deveiop, finance,
construct, complete, own and operate the Project and agrees to sell the: capacity:
and energy generated by the Project to the Board and the Board agrees to
purchase such capacity and energy in accordance with the terms and conditions

of this Agreement;

B. L. NARULA '
PRESIDENT .
15PAT FOWER LIMITED., -  PARTHASARATHY
HOUSE £2 SUTE ELcein.
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WHEREAS, it has been agreed that the Project would be executed by
the Company with reasonable expedition and economy, subject to all Indian
laws, rules, regulations and orders having the force of law;

NOW, THEREFORE, in consideration of the premises and mutual
covenants and conditions set forth herein, it is agreed by and between the
Parties as given below :

Qe X bz

B. L. NARULA & PRITHASARATHY
PRESIDENT CHAIRMAN
AP STXIE ELECTRICITY BOARD

JSPAT POWER LIMITED. o P a0
ISPAT HOUSE
B.G. KHER MARG, WORLI,
MUMBAIL-400 018,
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1.1

1)

3)

4)

5)

6)

7)

B)

9)

ARTICLE 1

CEFINITIONS
Definitions: For the purposes of this Agreement,

Ambient Reference Conditions : m2ans the site reference conditions
eslablished pursuant to paragraph 1.2 (in the case of open cycle
operation) or paragraph 2.2. {in the case of combined cycle operation) of
Schedule F for determination of Instalied Capacity.

Authority: means the Central Electricity Authority referred to in Article 3
of the iIndian Electricity (Supply) Act, 1948 or any govermnmental
successor entity entrusted with its functions and capacities.

Availability Declaration: has the meaning ascribed to in Scheduie D.

Auxiliary Consumption: Auxiliary Consumption shali be (i.} 1 (one) %
for open cycle operations up to Scheduled Date of Complstion of ihe last
Unit or the Project COD, whichever Is earller and (ji) 3 (thres) % for
combined: cycle operations after Scheduled Date of Completion of the
last Unit or the Project COD, whichever is earlier, Provided that the
figures given above shall be increased by 0.5% dunng the Stabilization
Period.

Billing Date: means the fifth day afier the iast day of each Billing Month.

Billing Month: means each of (A) the period commencing on the
Commercial Operation Date of the first Generating Unit and ending on
(and including) (i) the tenth day of the calendar month in which the
Commercial Operation Data of the first Generating Unit occurs or | (ii) if
the Commercial Operation Date of the first Generating Unit occurs on or
after the tenth day of the calendar month, the tenth day of the next
calendar month; and (B) thereafter, the period commencing on the
eleventh day of the calendar month and ending on (and including) the
tenth day of the next calendar month.

Board Default : has the meaning aszribed to it in Article 9.1.

Business Day : means any day on which banks are open for business
in Andhra Pradesh.

Calorific Value {Gross) or GCV of Fuel: means, for the purpose of
‘calcutating the Energy Charge for each Billing Month, the weighted
q

Kty : _$ﬁ
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10}

11)

12)

13) .

i4)

15)

16)

average gross calorific content of one ocesignated unit of Fuel,
consumed, as recorded, determined in each case for the relevant period
on the basis of such sampling methods, frequency and tesils as are
internationally accepted and may be mutually agreed upon between the
Parties on or before the date of Financial Closing. * 3

Capacity Charge: shall have the meaning ascribed to it in Article 3.2
hereof,

Capital Cost: means the total expenses required for' developing,
financing, designing, manufacturing, galivering. and erecting the
Project, quoted as Rs. 1437 crores.

Explanation : For the avoidance of doubt, the Company shall be solely
responsible for, and shail obtain all clearances required to be obtained
under Law from the Authority with respect to the Capital Cost.

Cause : in relation to the failure to issue, or renew or the revocation or
amendment of any Permit means any fact or circumstance, which
legally entitles the issuing Government Agency, or the Board, as the
case may be, to withhold issuance of, revoks or amend such Permit due
to any fallure of the Company. or any of the lenders, investors or
Contractors {in whose name the Permit has been or is to- be issued) to
make timely application for, or to abide by any terms and conditions of
any Permils that were in effect on the date of this Agreement or such
later date of issuance of such Permit.

Commercial Operation Date or COD: means, with respect to each
Generating Unit, the date on which such Generating Unit is declared by
the Company to be operational; provided that the Company shall not
declare a Generaling Unit to be operational until such Generating Unit
has completed its performance acceptance test in accordance with
Schedule F (Test Procedures).

Contractor: means (i) in the case of the Company, the EPC contractor,
the operator under the operation and maintenance agreement, and other
contractors and suppliers to the Company specifically excluding
suppliers of Fuel and transporters of Fuel, and (ii) in the case of the
Board, any contractors and suppliers to the Board.

Cumulative Available Energy : has the meaning ascribed iﬁereto in
Schedule D. .

Current Rate of Exchange: means, the applicable TT selling rate {s)
as published by the State Bank of India at 12:00 hours on the Metering
Date or if the Melering Date is not a Business Day, then the applicable
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17)

18)

19)

20)

21)
22)

23)

24)

1S

rate as published by the State Bank of india al 12:00 hours on the
Business Day immadiately following the Metering Date. Provided that if
such rate is no longer quoted or if both Pariies agree to change such
rate, the Parties shall agree to a reasonable aiternative reference rate
that reflects the rate at which the relevant foreign currency could be
purchased with Indian rupees at such time.

Current Rate of Exchange (Actual) : means, the applicable TT selling
rate(s) as published by the State Bank of india {or such other reference
rate as may be agreed pursuant to paragraph 16 above) at 12:00 hours

on the date of payment of the montnly bills / suppiementary bilis by the
Board. ;

Declared Capacity : has the meaning ascribed to it in Schedule D,

Due Date of Payment: means, with respect to' any monthly tariff bill, the
date on which the amount of such monthly tariff bill becomes due for
payment, which date (A) in the case of any monthly tariff bill for any
Billing Month, shall be the later of thirty (30) days from the Metering
Date or twenty five (25) days from the date of its presentation to the -
dasignated officer of the Board; and (B) in the case of any
supplementary bill, shall, subject to Article 5.5, be thirty (30) days from
the date of its presentation to the designated officer of the Board.

Emergency: means a condition of or affecting the. Board's elsctrical
system which threatens the safe and refiable operation -of such system
or which is likely to result in disruption of safe, adequate and continuous

- electric servica by the Board or 'to endanger life or property, which

condition is materially adversely affected by the continued delivery of
energy fram the Project. :

Energy Charge : shail have the meaning ascribed to it in Arlicle 3.3
hereof, o

Energy Unit: means one Kilo Watt Hour (KWH) of electrical energy.

Financial Closing: means the signing of the Financing Documents - and
their approval by the Authority, the GOl and/or the GOAP, to the extent

“required by Law, and the fulfilment or waiver of all.conditions precedent

to .the initia! availability of funds thereunder and the receipt of
commitments for such equity as required by the Company in order to

* satisfy the requirements of the fenders.

Financing Documents: means tha loan agreements, notes, indentures,
security agreements, letters of credit, and other documents relating to
the financing of the Project and tha Capital Cost or any part thereof.

; U .




25)

26)

27)

2B)

29)
30)

31)

32)

33)

34)

35)

Force Majeure : has the meaning asd:ribed to it i Article 10.1.

' inated by any
Eoreign Debt : means any debt that shall be denomina
Iende? lo the Cpmpany in currencies other than Indian rupees under the
Financing Documents.

furnace oil, and
Fuel: means gas, naphlha, low sulphur heavy stock or _
the like, that is intended to be used as primary fuel, by one or more units
of the Project to generate power “from the Project or in case of
unavailability of Naphtha any of the above as alternate fuel.

Fuel Linkage : has the meaning ascribed lo it in Article 7.2(g).

Fuel Supply Agreemen't: means the agreement entered intoc between

the Company and a supplier and/or transporter of Fual in order to supply
and/or deliver Fuel for the Project.

GOAP : means the Government of Andhra Pradesh and Its successors.

GOI: means the Government of India and its successors.

Generating Unit or Unit : means one gas or steam tdrbine generator
and the equipment and facilities anciltary thereto,

Government Agency: means any local, state government in India or
the Government of India or any department, instrumentality or agency
thereof or. any corporation (to the extent acting In a legislative, judicial or
administrative capacity and not as a contracting party with the Company)
or commission under the direct or indirect contrel of such local or state
government or the Government of India or any political subdivision
thareof or any court, tribunal or judicial body within India.

Grid System : means the interconnecied slectrical transmission and
distribution system of the state of Andhra Pradesh including the Inter
Connection Facility and all other ttansmission lines and other equipment

in the state of Andhra Pradesh on the Board's side of the Inter
Connection Point. '

[Iﬁtentionally left blank]

Installed Capacity: means the maximum electrical generating capacity
of the Project or a Generating Unit, as the case may be, in megawatts
("MW") as measured at the generator terminals, determined from tims

to time pursuani to the tesls given in Schedule F, subject to adjustments
for the Ambient Reference Conditions.
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36)

37)

38)

39)

40)

41)

42)

Explanation 1 : Where the output of one or more Generating Units of
the Project or of the Project as a whole, in final tests to be specified by
the Board is higher than the output initially guaranteed by the
manufacturer/supplier thereof, the output initially guaranteed by the
manufacturer/supplier will be the installed Capacity thereof, as from the
dale of such final tests. However, where the oulput of one or more
Generating Units of the Project or of the Project as a whoie, in final tests
to be specified by the Board is lower than the output initially guarantee
by the manufacturer/supplier thereof, that lower output alone will be the
Instalied Capacity thereof.

Explanation 2 : The Installed Casacily furnished in the Bid is taken as
the nominal capacity and for Installed Capacity as determined as per
Explanation 1 above, a lolerance limit of plus or minus 5% is parmitted.

Infer Connection Facility: maans &ll the facilities to be installed by or
for the Board on the Board's side of the Inter Connection | Paoint to
enable the Board to receive ard utiize power from the Project in
accordance with this Agreemsnt.

Inter Connection Point: means the point or points whera the Project
connects to the 220 kv transmissian line of the Grid System of the Board
in the Project switch yard.

Law: has the meaning ascribed lo it in Article 11.

Metering Date: means (A) the midday of the tenth day of the calendar
month in which Commercial Operation Date of the first Generating Unit
occurs of if the Commercial Operalion Date of the first Generating Unit
occurs on or afier the tenth day of the calendar month, the tenth day of
the next calendar month; and (B) the midday of the tenth day of each
calandar month, thereafter,

Misdeclaration of Availability: has tha meaning as ascribed to it in
Schedule D.

Net Electrical Energy: means the Energy Units actually delivered by
the Project as metered at the Inter Connection Point, which point shall
be the only point at which such Net Electrical Energy shall be metered
under this Agreement.

Non-Political Force Majeure Event: means any event of Force Majeure
specified in Arlicle 10.1 other than a Political Force Majeure Evenl and
Non-Political Force Majeure shail be construed accordingly.
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43)

44)

45)

R .

Permits: means all formal and informal permits, licences, visas,
clearances, rights and any other authorisations and approvels from the
Board or any Government Agencies which are required fo develop,
design, finance, construct, insure, own and operate the Project in
accordance with this Agreemeri, inciuding without fimitation to those
listed in Schedule E.

Plant Load Factor or PLF : means the ratio, expressed as a
percentage, of the number of KWH of Cumulative Available Energy in
any Tariff Year, as computed at the generator terminals in accordance
with Schedule D , to the maximum KWH of energy that couid
theoretically be generated by the Project during that Tariff Year based
on 8760 hours multiplied by the Installed Capacity, computed at the
generator terminalis,

Plant Load Factor (Incentive) or PLF(l} : means the ratio, expressed
as a percentage of the number of KWH of generation as computed at
the generator terminals in any Tariff Year, by adding the Auxitiary
Consumption to the Net Elsclrical Energy as metered at the
Interconnection Point, to the maximum of KWH energy that could
theoretically be generated by the Project during that Tariff Year based
on 8760 hours multiplied by the Installed Capacity, computed at the
generator terminals,

NEE x (1)

PLE (1) {1-(A00)]

8760 x IC x 1000

Where :

NEE

IC

46)

47)

Net Electrical Energy (kwhr)
Auxiliary Consumption (%)
Installed Capacity (MWs)

Political Force Majeure Event: . means any event of Force Majeure
described in Article 10.1(i} and Political Force Majeure shall be
construed accordingly.

Project: means the combined cycle power station proposed lo- be
established al Vemagiri, East Godavari Dist., in Andhra Pradesh, India.
consisting of 2 {two) Generating Units based on Naphtha as Fuel and 1

{one) sleam Generaling Unit, having a nominal installed capacity =i

<68 Mega Walls computed at Ambient Reference Conditions.
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48)

- 49)

59)

51)
52)
53)

54)

R

Project COD: means, the Commercial Operation Date of the last
Generaling Unit.

!’romoter Group: means Mfs. ISPAT POWER LIMITED (which
Includes its successors and assigns), and other associated firms and

companies, all of whom have authorised M/s. ISPAT POWER LIMITED
to represent them.

Prudent Utility Practices : means those praciicss, methods,
techniques and standards, as changed from time to time, that are

generally accepted internationally for use in electric utility industries

taking into account conditions in india, and commonly used by the
international electric utility indusiry to operate and maintain power
stations and associaled equipment of the size, service and type of the
Project; adjusted as necessary to take into account (A) site conditions
(8) conditions affecting the Grid System, (C) requirements of Law and
(D) operation and maintenance guidelines of the manufacturers of the
plant and equipment incorporated in the Project.

Ramp-up Rate: means the rate at which each Unit can be asked to
increase its generation as specified by the Company in Schedule A,
supported by the manufacturer's specifications. *- =

Rarnp-down Rate: means the rate at which each Unit can be asked to
decrease its generation as specified by the Company in Schedule A,
supported by the manufacturer's specifications.

Scheduied Bank : means any Bank, at Hyderabad indicated by the
Board and reasonably acceptable to the Company and the parties
providing financing for the Project.

Scheduled Date of Completion: means, the following dates with
respect to each Generating Unit :

Unit Scheduled Date of Completion
1.  First 20 months
2. Second 22 months
3. Third and last 26 months

Provided lhat the Scheduled Date of Completion of the last Unit shall
be extended day-for-day for any - delay- directly arising from i) a Force
Majeure (( Article 10.4), i) Board Default or failure of the Board to
complete the Inter Conneclion Facilities eight (8) weeks before the
Scheduled Date of Compietion of the first Unit or any other reason for
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55)

58)°

57)

57a)

58)

59)

60)

which an extension in such date is provided hereunder (including
pursuant to Article 7.2). :

Explanation : n case of a delay in achieving the Scheduled Date of

Completion of the last Unit, the -Company shall pay as liquidated-

damages to the Board, a sum equal to Rs. 50,000 per day for the first
one hundred and eighty (180) days of delay and Rs. 350,000 per day for
delays in excess of one hundred and eighty (180) days, for each 100
MW of capacity bid or any part thereof, payment for which shall be due
thirty (30) days from the Scheduled Date of Completion of the last Unit
and every thirty (30) days thereafler or, if earlier, upon the tarmination of
this Agreement provided for hereunder.

Scheduled Qutage : has the meaning ascribed to it in Schedule D.

Stabilization Period: means, in respect of each Genarating Unit , each
ninety-day period commencing on the COD of the said Generating Unit .

Station Heat Rate: shall be 2755 kilo calories per KWH up to
Scheduled Date of Completion of the last Unit or the Project COD,

whichever is eardier and shall be 1900 kilo calories per KWH after

Scheduled Date of Completion of the last Unit or the Project COD,
whichever is earlier. '

Explanation : Station Heat Rate means the quanturﬁ. in Kito Calories,

of input heat energy required by the Project to generate one Energy
Unit. '

Synchronisation : means the electrical connection of a Generating

Unit to the Grid System by means of Inter Conneclion- Facility for the
Project.

Tariff Year: means, prior to the Project COD , the period between the
COD of the first Generaling Unit and the Project COD; and thereafter,
each period of one year from the Project COD.

‘Technical Limits: means the limits and constraints described in

Schedule A herelo relating to the operztion and maintenance of the
Project. ¥

Working Capital Rate : means the inlerest rate (or the weighted
average of the interesl rates) at which the Board or the Company, as the
case may be, raises its working capital requirements in rupees or, if
none, the rale which is offered from time o time by the Stale Bank of
India {or its successors) for working capital facilities o most creditworthy
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1.2

1.3

1.4

B

State Elecltricity Boards/ independenl power companies in India as the
case may be

All other words and expressions, used herein and not. defined herein but
defined in the Indian Electricity (Supply) Act, 1948 and set out in
Schedule B applicable to this Agreement shall unless the context
otherwise requires, have the meanings, respectively, assigned to them
as attached hereto as Schedule B.

Unless otherwise stated, all other referances made in this Agreement to
"Articles” and "Sections", and “"Schedules" shall refer, respectively, to
Articles of, Sections of, and Schedules to, this Agreement. The
Schedules to this Agreement form part of this Agreement and Will be of
full force and effect as though they were expressly set out in the body of
this Agreement. Headings are for ease of refarance oaly.

In this Agreement, uniess the context otherwise requires (A) the singular
shall include plural and vice versa; {B) words denoting natural persons
shall include partnerships, firms, companies, corporations, joint
ventures, trusts, associaticns, organisations or other legal entlt’es; {C)
reference to any party includes that parly's successors and permitied
transferess and assigns, (D) a reference to this Agreement or any other
egreement or document shall be construed as a refersnce theralo as
from time to time amended, novated or replaced, (E)} a reference to any
Law shall be construed as a refarence to such Law as from time to time
amended or re-enacted and (F)' references to times of day are
references to Indian Standard Time.
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2.2

2.3

2.4

2.5
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ARTICLE 2
SALE AND PURCHASE OF CAPACITY AND ENERGY
Sale and Purchase of Capacity
From and after the Commercial Operation Date of the first Generating
Unit, subject to the provisions of this Agreemeant, the Company shail st-%ll,
ana the Board shall purchase, for the consideration of the Capacity
Charge, all the available capacity of the Project.

Sale and Purchase of Energy

. From and after the Commercial Operation Date of the first Generating

Unit, subject to the provisions of this Agreement, the Company shall sei,
and the Board shall purchase, for the consideration of the Energy
Charge, the Net Electrical Energy of the Project.

Sale and Purchase of Power before COD of a Generation Unit

The Company shall seil, and the Board shall purchase, all Energy Units
generated by any Generating Unit during testing prior to the COD of
such Generating Unit; for the consideration of the Energy Charge,

Despatch Rights of the Board

The Board shall have the right to despatch the Project at any capacity
within the Availability Declaration of the Company and the Company
shall comply therewith subject as provided in Schedule D. - Any request
by tha Board for increase or decrease in the generation by the Company
shail not violate the declared Ramp-up and Ramp- down Rates. The
degpatch procedures shall be as specified in Schedule D.

Shutdown

Except when the equipfnénl of the Project is under forced shutdovyn,
such equipment or.any ancillaries, auxiliaries or works in relation théreto
shall not be taken out for maintenance, testing or overhaul resulting in

outages or reduced generation except as required by Prudent Utility

Practices or in accordance with such schedules of owlages as are
established in accorcance with Schedule D. The Company shall take
all reasonable steps fo bring back the equipment of the’ Project that is

under lorceql -'shutdown‘ to normal operations as early as may ,be

reasonably practicable
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27

|6

Scheduling and Co-ordination

The detailed schedule of construction, operation and maintenance of the
Project and the procedures for co-ordination between the Company and
the Board are specified in Schedule D.

Power Supplies by the Board

Upon the Company's request, the Board shall provide the Company with
power as and when required for the purpose of the construction of the
Project and following the completion of the Inter Connection Facitity up
to and inciuding the synchronisation of the first Generating Unit, for
start-up, testing and commissioning of the Project. The Board shall bill
the Company for such power at a price equal to the Board's applicable
published tariff. Thereafer, the Board shall provide power as and when
required, for stari-up and maintenance of the Project. The Board shall
bill the Company for any such power at the rate as the Energy Charge

computed under Article 3.3 and such billed amounts shall be set off from
the next monthiy bill.
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ARTICLE 3

CAPACITY AND ENERGY PAYMENTS '

Capacity Charge

The Board shall pay for the capacity of the Project in respect of any
Tariff Year a Capacily Charge calculated in the manner described in
Article 3.2 in respect of the Cumulative Avaitable Energy provided by the
Project , up to {but not exceeding) an amount of Cumulative Available

Energy which is equivaient to a PLF of B0%.

Computation of Capacity Charge

The Capacity Charge will be the sum of the following amounts, in
Rupees, estimated in accordanca with Article 5.2(b} for purposes of
monthly billing and adjusted pursuant to Article 5.2(c} for each Tariff
Year , and subject in either case to the limitation ihat the total of such
amounts shall not exceed an amount corresponding to a PLF of 80%.:

(i) Foreign Debt Service Charge (FDSC} of USS 0.0158 per unit of
Cumulztive Available Energy payable in rupees converted at the
Curreni Rate of Exchange; provided that such Foreign Debt
Service (Charge shail be payable only in respect of the period
ending on the g™ (eighth) annual anniversary of the COD of the
last generating unit.

(i)  Other Fixed Charges (OFC) of Rs. 0.54 per unit of Cumuiative
Available Energy  which shall be fixed for the term of fthis

Agreement.

Energy Charge

(a) Computation of Energy Charge :

The Energy Charge will be compuled based on the following formula:

U = EU * (hC){g({1-A/100)}

where :

U is the Energy Charge in Rs. in respect of a Billing Month (or' in the
case of any bill for Energy Units generated by a Generating Unit prior to
its COD, in relspect of the period to which such bill relates) .

EU is the total number of Energy Units delivered at the Inter Connection
Point in respect of such Biliing Month measured on the Metering Date
for such Billing Month (or in the case of any bill for Energy Units
generated by a Generating Unil prior to its COD, in respect of the period
to which such bill relates) ;
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h is the Station Heat Rate in  Kcal/KWH as per Article 1.1 (57);

C is the cost of Fuel in Rs. per unit of Fuel, as delivered at the Fuel
metering point at the site

g is the GCV of Fuel in Kcalfunit of Fuel;

A is a number equal to the Auxiliary Consumplion expressed as a
percentage of gross generztion as per Article 1.1 (4).

Provided that the cost of Fuel "C" shall be calculated in Rupees (with

any amount denominated in any cther currency being converted into rupees at -
the current rate of exchange (actual) Jand shall equal the sum of

(1} Basic weighted average cost of Fuel in case of indigenous fuel
and in case of imporied fuel, the weighted average CIF value plus
in each case, finance and procurement costs.

{if) Taxes, duties, cesses and other Government Agency levies ; and
(ii) Handling, storage transportation and importation charges
Provided that the Board has the right to review ard approve the Fuel

Supply Agreement through the Fust Supply Commiitee in accordance
with and subject to Schedule |.

(b) Minimum Fuel Off-take Charges

The Board shall reimburse the Company for charges paid in respect of
its failure fo take delivery of minimum levels of Fusl, but only if and to
the extent that the Company’s failure to take such Fuel is due to the
Board's issuance of Despatch Instructions requiring that the Project be
operated at a level less than the level of Declared Capacity set forth in
any then-applicable Availability Declaration, or the Board's fa:lure or
inability to accept delivery of Net Electrical Energy from the Project
(whether due to Force Majaure events or otherwise);

Provided that the Board shall reimburse such minimum Fuel off-take
charges {o the company only to the extent that :

() Such minimum fuel ofi-take charges were incurred in accordance
with the Fuel Supply Agreement;

(i1} the Company exercised any right to elect, under the terms of the
Fuel Supply Agreemenl, to * carry forward” the Fuel in question
{i.e. to receive such Fuel al a later date) or to store such Fuel at
any Fuel storage facilities of the Company or of the Fuel supplier,
which are available under the Fuel Supply Agreement, and
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3.4

3.5

3.6

N

(i} the Company took all reasonable steps available to it and such
steps identified by the Board {such as on-sale of Fuel to the
Board or other able purchasers identified by the Board) to reduce
the amount of liability, any added costs of which the Board shall

upon prior notice by the Company have agreed in writing ioc pay to

the Company.
Monthly Fuel Price Adjustment

The Energy Charge, as per the above formula, will be modified monthty
on account of variatiors in EU, Cand g.

Computing the PLF and PLF{l)

For the purposes of clatification, it is understood -and agreed that in
computing the PLF and PLF(!) , from the Commercial Operation Date of
the first Generating Unit and prior to the Project COD, Instelled Capacity
shall mean the sum of the Instalted Capacities of each Generating Unit
which has declared commercial operation. Commencing on the Project
COD, Installed Capacity shall mean the sum of the respective Instalied
Capacities of all the Generating Units. For a Tariff Year which includes
the pccurrence of the COD of one or more Generating .Unit (s), the
Installed Capacity for computing the PLF and PLF(l) will be determined
on a time and megawatt weighted proportionate basis.

Disincentives

In case the Project is unable to achieve a PLF of 88.5% for- @ Tariff
Year, then the Company will pay to the Board a penaity as a percentage
of the Other Fixed Charge paid to the Company in such Tariff Year as
given below:

PLF (%) Penalty {%)

58.5% Nil

Below 68.5% 1o 60.5% 2% for every 1% shortfall in PLF
(i.e. for a-PLF of 60.5%, the penaity will be
16% of the Other Fixed Charge)

Below 60.5% to 50.5% 3% for every 1% shortfall in PLF
(i.e. for a PLF of 50.5%, the penalty
Will be16% + 30% = 46% of the Other Fixed
Charge) ;

‘Below 50.5% Same as for 50.5% i.e. 46% of the Other

Fixed Charge
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Provided that in case of a Tariff Year which involves the Stabilisation
Period of a Generating Unit, the PLF for applying the penalty will be
adjusted using a minimum threshold of 51.37% in place of 68.5% for
such Stabilisation Period on a time and megawatt weighted basis (and

each other threshold specified above, shall be adjusted downwards by
the same proportion). :

Incentives

In case the Project achieves a PLF(l) greater than 80% for a Tariff Year,
then the Board will pay to the Company an incentive fer the additional
units of actual generation in excess of a PLF(l) of B0% as a percentage
of the Other Fixed Charge in such Tariff Year as given balow:

PLF(l) (%) Incentive (%)

80% il

Above B0% upto 85% 2% for every 1% increase in PLF(1)
(i.e. for a PLF(}) of B5%, the incentive will be

© 10% of the Other Fixed Charge)

Above 85% upto 90% 3% for every 1% increase in PLF(i)
{i.e. for a PLF(l) of 80%, the incentive will be
10% + 15% = 25% of the Other Fixed
Charge) -

Above 90% | Sama as for 90% i.e. 25% of the Other Fixed
Charge

Claims for Taxes on income

Any advance income tax payable for the Project in any month supported
by a certificate of a chartered accountant approved by the Board (such
approval not to be unreasonably withheld or delayed) shall be
reimbursed by the Board. After the tax assessment is compisted for any
year, and the liability therean is determined by the taxation authorities in
India, the excess or shortfail in the tax liability so determined will be
adjusted in the supplementary bill {as defined in Article 5.5) for the
succeeding month or on the due date of payment thereof, whichever is
later, subject to Article 3.9. Tax to be reimbursed will be calcuiated on
the income from the Project only, and calculated on the assumption that
the Company is engaged solely in the ownership, design, financing,
construction, operation and maintenance of the Project and will not
include tax reimbursements of the previous year.

Dapend b

rm—

18

T T ksl sy TN e ———

]



3.9

3.10

Minimisation of Liability due to Taxes on Income

The Company shall take all reasonable steps to ensure that its liability
due to laxes on income in respect of its income from the Project is
minimised, by obtaining or by suitable arangement, all permissible
benefits, rebates, concessions and the like, in accordance with Law.
The Company, however, is not required, under this Article 3.9, to pass
on to the Board any benefils, rebates, concessions and the like in

taxation obtained by it as a.result of any lax planning or otherwise, nat -

connecled with the income, expenditure and aperations of this Project.

Claims fof Taxes and Duties Levied on Generation and/or Sale of
Electricity

Any taxes or duties or impost or cesses or levies on the generation
and/or sale of electricity by any Government Agency levied on the
Project will be reimbursed by the Board to the Company in the
succeeding month after the payment of such taxes or duties by the
Company to such Govermment Agency, based on a supplemental bill,
duly supported by proof of payment of such taxes to be fumished by the
Company to the Board. In case, such Govemnment Agency refunds any
excess tax or duty paid by the Company, such excess will be adjusted in

the supplementary bill for the succeeding month after the receipt of such
refund by the Company.
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ARTICLE 4

METERING
Installation

Main energy meters of 0.2 class accuracy shall be instalied at the 220
KV points of supply by the Company and check meters at the same point
and of the same accuracy shall be installed by the Board." Each of these
will be a pair of export and import meters. The main energy meters shalil
be the property of the Company and the Company shall be responsible
for the cost of inspection, maintenance, calibration, and replacement
thereof. The check energy meters shall be the property of the Board and
the Board shall be responsible for the cost of inspection, maintenance,
calibration and replacement thereof.

Inspection; Sealing; No interference

All the meters shall be joinily inspected and sealed on behalf of both
‘Parties and shall not ba interfered with except in the presence .of the
duly authorised represantatives of both Parties. If cne Parly does not
attend any inspection, check, calibration or test on the main er check
meters required pursuant hereto after receiving such notjce from the

- other Parly as may be reasonable in the - circumstancss;- then, -
notwithstanding anything to the contrary expressed herein, the other -
--Party shall ba entitled to proceed .on its own and the results obtained

shall be used for the purposes hereof. :
Quarterly Checks

All meters shall be checked for accuracy on a quarterly basis by both
Parties and shall be treated as working satisfactorily so long as the
errors are within the timits prescribed for meters of the class. Meter
readings of the main meters will form the basis of billing, so Iopg as the
quarterly checks thereof are within the prescribed limit as per IS
specifications. If the check meters are found to be defective during the
quarterly checks they will be immediately calibrated and/or replaced if
found necessary. : ;

‘Errors in Main Meters

Where the quarterly check indicates errors in the main meters beyond
the prescribed limit as specified in IS specifications but no such error is
noticed in lhe check meters, bilhng for the month will be done on the
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4.6

4.7

4.8
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basis of the check meters and the main meters will be calibrated
immedialely or replaced if necessary.

Errors in Main Meters and Check Meters

if during ‘he quarterly test checks, both the main meters and the
corresponding check meters are fourd to be beyond permissible limits of
error as per the |S specifications, both the meters shall be immediately
calibrated and the correction applied to the generation of energy
regislered by the main meter to arive at the correct generation of
energy for billind purposaes for the pericd of the month up to the time of
<uch test-check| Billing for the period thereafter until the next monthly
meter reading shall be as per the calibrated main meter.

Caitbration

All the main and check meters shall be calibrated upon instaliation and
once in every six months theraafier jointly by both-Pariies l.e., January
and July irrespective of the calibrations which might have been done
where necessary, during the quarterly checks. All calibrations shall be
undertaken at ihe loads and-power factor specified in, and otherwise in
accordance with IS specifications. Both Parties shall endeavour that
recalibration is done as often as possible and the errors are adjusted as
close to zero as possible: However, if the meters show errors
consistently, the main meters, check meters or both shall be replaced.

Errors Found During Calibration -

If the errors found at the time of semi-annual calibration are beyond
permissible limits as per IS specifications, the same procedures
applicable to the guarterly test checks shall be followed or the main
meters! check meters or both shail be replaced.

Corrections in Billing

Corrections in billing, whenever necessary, shall be applicable to the
pariod between the previous monthly meler reading and the date and
time of the {est calibration in the cutent month when the error is
observed and this correction shall be for the full value of the absolute
error. For the purpose of ihe correction 1o be applied, the meter shall be
tested at 100, 50, 20 and 10 percent load at unity power factor and 0.5
power factor. Of lhese eight values, the eror at the load and power
factor nearest the average monthly load served at the Inter Connection
Point during the period shall be taker: as the error to be applied for
correction. ’
21
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Defects

If both the main and check meters fail to record or if any of the potential

transformer fuses are biown out, then the energy will be computed on a

mutually agreeable basis for that period of defect. The main meters and
the check meters shall be replaced.

RSS Meter

For the purpose of test and calibration, the rolating sub-standard (RSS)
meter shall be calibrated and sealed by the Chief Electrical Inspector to
the GOAP. This RSS meter shall be calibrated once in every six months
at the Chief Electrical Inspector's Laboratory in Anchra Pradesh.

Conduct of Tests

All the tests on the main and check meters shall be jointly conducted by
the authorized staff of both Parties . The result and correction so arrived
at mutually will be applicable and binding on both Parties.

Monthly Reading

Monthly meter readings shall be taken (and an acknowiedgement
thereof signed) by the duly authorized representatives of both Parties on
each Metering Date and, if the readings indicate a level of inaccuracy
greater than the prescribed limits, all meters shallbe immediately tested
in accordance with this Articla. If either Parly fails to take such reading
at the required time, inspite of reasonable notice giving reasonable time,
then the reading taken by the other Party shall be used for the purposes
hereof . 2
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5.2

PAY

ARTICLE S
BILLING AND PAYMENT

Payments for Power Generated prior to the COD of a Generating
Unit

The Board shall pay to the Company monthly payment of the Energy
Charge only for ali Energy Unils generated prior to the Commercial
Operation Date of such Generating Unit. Each monthily payment shall
be made on the fifth working day followmg ‘he date of submission of a
bill by the Comf:any

Monthly Tariff Bills

ta) On or before each Billing Date, commencing with the first Billing
Date fallowing the Commerclal Operation Date of the first
Generating Unit, the Company shall furnish a monthly tariff bill to
the Board, in the form specified in Schedule H, for the Biiling
Month, which bill will include monthly Capacity Charges and

- Energy Charges: (including fue! price adjustment “tharges - duly- -

~supported by supporting data) and shall show where- applicable. - - -

any " adjustments as specified in relevant 'clauses of this

Board on the Due Date of Payment.

{(p) The Company shail calculate the monthly Capac:ty Charge for
each Billing Month as follows;

Monthly Capacity Charges = FDSC Payment + OFC Payment
where:

FDSC Payment = FDSC " (installed Capacity * 0.8 * Monthly
Settiement Periods * 1000) * Curren: Rate of Exchange

OFC Payment = OFC *{Insiated Capacity * 0.8 * Monthly
Settlement Periods ™ 1000)

Installed Capacity shall mean the sum of Installed Capacities of
each Unit the Commercial Operation Dale for which has
occurred, adjusted in respect of the occurrence of the
Commercial Operation Dale of one or more Units in the Billing
Monith on a time and megawalt weighted proportionate basis.

i 23 s
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5.4

2.6

Monthly Settlement Periods shall mean the tctal number of
Setliement Periods in the Billing Month (i.e., 24 hours * no. of
days), reduced however by the Settiement Periods (if any) during
which an event of Political Force Majeure affecting either Party or
a Non-Political Force Majeure evenl affecting the Board or a
Force Majeure event affecting the Fuel supplier under Aricle
10.5.(e) has been declared (in respect of which the payment due
shall be caliculated in the manner set forth in Article 10.5 and paid
as a Supplementary Biii).

{c) At the end of each Tariff Year, in case the PLF is less than 80 %
for \hat Tariff Year, the Company shall refund io the Board as a
credit against the amounts due in the next monthly tariff bili(s), an
amount which shall be the sum of the Monthly Capacity Charges
paid during such Tariif Year pursuant to Article 5.2(b) multiplied
by a fraction, the numerator of which shali be the percentage by
which the PLF was less than B0%, and the denominator of which
is BO%.

Adjustments for foreign exchange variation:

For each Billing Month, there shall be -added or subtracted, as the case
may be, from the Monthly Capacity Charges calculated in accordance
with Article 5.2 as part of the monthly tariff bill, ‘an amount (the "Faoreign
Exchange Adjustment') reflacting the variation in foreign exchange rates
between the rales used -in-calculating the FDSC Payment for the
preceding Monthly Bill and the rates in effect on the actual date of
payment of the monthly tariif bill by the Board, calculated as follows:

Foreign Exchange Adjustmant = FDSC Payment * {CRE(A) - CRE}

Where

FDSC Payment is as defined in Article 5.2(b).:
CRE(A) is the Current Rate of Exchange (Actual) and
CRE is Current Rate of Exchange. |

Pathent of incentives and disincentives

Incentives and disincentives shall be caiculaled as per Article 3.7 and
3.6 respectively and shall be payable annually. in case the Board is
required to pay incentives to the Company, the Company shalil raise a
supplementary bilt for the same at tha end of the Tariff Year. At the end
of the Tariff Year, in case the Company is required to pay the Board on
account of disincentives, the Company shall adjust the same as a ‘credit
in the next month's monthly tariff bill, i

I o
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8.7

o2

Suppiementary Bills

For payments due lo the Company for reimbursement of taxes on
income, incentives or taxes and duties levied on generation and/or sale
of electricity, payments for pericds of Political Force Majeure affecting
either Party or Non-Political Force Majeure affecting the Board or any
other adjustments or payments due to the Company hereunder, the
Company shall present a supplementary bill, in such form as may be
mutually agreed upon by the Board and the Company, (duly supported
by supporting data), Each supplementary bill shajl be payable by the
Board on the Due Date of Payment, except in case of supplementary bill
for taxes on ircome. At least thirly (30) days prior to the date when
income tax is required to be paid by the Company, the Company shall
submit to the Board a supplementary bill for the sama. This bill shall be
payable by the Board within twenty-five {25) days of its presentation o
the Board by the Company or at least five (§) days before the date on
which the tax is required to be paid by the Company, whichever is later.

Amounts Due to the Board

Any amounts  which may be due to the Board from the Company
pursuant to Article 3.6 will bs computed by the Company in the month
following the close of each Tariff Year and shown as & credit in"the bill
for such month. Any amounts which may be due to the Board fram the
Company pursuant to Articles 3.8 and 3.10 will be shown as a credit in

the supplementary bill for such month. A net.cradit in any

supplementary bill will be deducted by the Board fromn the payments due
to the Company under any monthly bill.

Billing Disputes

Notwithstanding any dispute as to all or any portion of any bill submitted
by the Company to the Board, the Board shall pay the full amount of the
bill pravided that the amount of the bill is based on (a) a meter reading
that has either been signed by both Parties or certified by the Company
with respect to the Board's refusal to sign within three (3) days of the
meter reading date and (b} the provisions of this Agreement. The Board
shall notify the Company of any disputed amount, and the Company
shall rectify the defect or otherwise notify its rejection of the disputed
amounl, with reasons, within five (5) days of the reference by the Board,
failing agreement on which the provisions of Article 14 shall ‘apply with
respect thereto. If the resolution of any dispute requires the Company to
reimburse the Board, tne amount to be reimbursed shall bear interest at
the Working Capital Rate applicable to the Board from the date of
payment by the Board o the date of reimbursement. The Board may nol

A 25 By
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PR

dispute any amount after sixty (60} days following the Due Date of

Payment therefor, |

Direct Payment

The Board has the right subject to two (2) Business Days notice to the
Company, to make direct payment of any bill by cheque or draft at the
same bank at which the Letter of Credit shall be opened on or; prior to
the Due Date of Payment and when such direct payment is made in full,
the Company shall not present the same bill to the Scheduled Bank
against the Letter of Credit or Escrow Account as the case may be.

Letter of Credit

On or before the date thirty (30) days prior to the Scheduled Date of
Completion of the first Generating Unit, end at all times thereafter, the
Board shall cause to be in affect an imevocable revoiving letler of cradit
issued in favour of the Company by a Scheduled Bank (the "Letter of
Credit"). Each letter of credit shall : i '

(a)  On the date it is issued, hava a term equal to the longest period

- obtainabls by-the Board on -a-commercially reasonable basis from .

any Scheduled Bank but not less than one year; , i

(b) Be transferableo any-lender under the Financing.Documents;

{(c) Be payable upon the execution and presentation by an -officer of
-the Company-ofa:sight draft on the Due Date of Payment or such-
eariler date as.is:specifically authorised by the:Board| to the
issuer of such-Letter of.Credit supported by a certified copy of the
bill for which payment is sought and a statement that such bil

remains unpald on.the-date of presentation and.in the case of a .

monthly tariff bill rendered pursuant to Article 5.2, a mete{ reading
statement accepted-and-signed by both parties or. a certification
from the Company that the Board failed to sign the meter reading
statement within three days of the meter reading date; and,

(d} On the date it is issued, have. an aggregate revolving - stated
amount equat to the sum of ane month's Capacity Charge based
on PLF of 100% and one month's Energy Charge based on a
generation equal to a PLF of 100% (the "LC Amount"}. =

The LC Amount shall be cetermined (l) in the case of the
Capacity Charges, for the initial Letter of Cradit, based on the
Current Rate of Exchange applicable (rather than on the Metering
Date) on the dale seven (7) days prior to the date of issuance of
the Letter of Credit, which amount shall be adjusted thereafter
upon each renewal of the Leller of Credit based on the average of
the Current Rates of Exchange (Actual) applicable during each

JZ“ 26 V.\u&a
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month in the preceding six (6) ‘months; and (ii) in the case of the
Energy Charges, for the initial Letter of Credit, based on the Fuel
costs applicable on the date seven (7) days prior to the date of
issuance of the Letter of Credit and the methodalogy in Article 3.3
and thereafter, based on lhe average monthly Energy Charges
(assuming a PLF of 100%) for the preceding six (8) months,
adjusted to take account of any escalation in Fuel Costs provided
for under the Fuel Supply Agreement.

{e) Be immediately reinstated to the LC Amount following a valid
drawing by the Company without limit fo the amount of valid
drawings thereunder and

() Otherwise be in form and substance reasonably acceptable to the
Company and the lenders.

Not less than thirty (30) days prior to the expiration of any Letter of
Credit, the Board shall provide a new or replacement Lettar of Credit.
Every bill shall be presented at the said Scheduled Bank for payment
under the Lelter of Credit and shali become payable on the Dus Date of
Payment applicabie thereto.

Escrow Account B b

To provide additional security to the Company for the Board's obligation.
hereunder, the Board shall aiso open an escrow account with any of the

..Board's Scheduled Banks, which account shall be. inaintained by such

bank as agent for the company, and which shall be pledged as security
to the Company and its Lenders for payment of all sums.-due to the
Company by the Board under this Agreement as further set forth herein.
Such account shall be opened on or before the date thidy (30} days
prior to the Scheduled Date of Completion of the first Generating Unit.
Such account shall be funded with revenues from payments due to the
Board from customers comprising one or more circles/areas used by the
Board for its administrative convenience. The Board shall cause all
payments du? to the Board from such customers to be deposited in such
escrow account aggregating an amount equal to not less than 120% of
the LC Amount as specified in Article 5.9. Such instruction shall be
irrevocable during the term of this Agreement subject to the right of the
Board to substitute other circlesfareas with the concurrence of the
Company and its Lenders. The Board shall not act in any manner as
may negatively affect the inflow of thé revenues into this account and
shall take such steps as may be necessary to assure the flow of the
specified level of revenues in such account (including adding or
substituting customers and underiaking coligction efforts) during the
term of this Agreement. Provided that the Board is in compliance with its
obligalions under this Agreement with respect io payment of all sums
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when due to the Company, through the Letter of Credit or otherwise, the
Board shall be entitled to withdraw funds from the Escrow Account each
month to be used for such purposes as the Board may designate. In the
event of the Board's faifure to pay any sums due to the Company on the
Due Date of Payment through the Letter of Credit or otherwise when any
sum is due to the Company, or in case of non-renewa: of the Letter of
Credit as required under Article 5.9, the company, by notice in writing to
the bank hoiding the Escrow Account, may require such bank not to
honour any of the cheques, hundies and requisitions presented to it by
the Board or any other drawals on the account until after the claim of the
Company is first discharged out of the revenues accumulated in the
Escrow Account. An agreement among the Board, the Company and the
Bank (the "Escrow Account Agreement”) shall be executed in order to
give effect to this Article 5.10, the details of which shall be in form and
substance reasonably acceptable to the Company and its Lenders.

Rebates; Late Charges

For payment of Tariff bills (excluding supplementary bills) a rebate of
2.5% shall be allowed if paymert is made, whether by chequs or by
specific authorisation to draw on the Letter of Credit, withiq thrae (3)
days after the date of presentation of bill. Where such payments-are -
made on or before the Due Date of Payment but after the above three
day period, a rebats of 1% shall be allowed. :

T Any-paymer?t made beyond the Due Date of Payment shall include-a Tate - -

512

513

charge in an amount equal to the greater of (a) the product of (i} the.
amount of such bilt and (ii) the Working Capital Rate applicable to the
Company then in effect, calculated on the basis of the number of days
the payment was overdue, and (b) the amount of any liability incurred by
the Company for penal interest on Debt arising out of the Board's failure
to make such payment on the Due Date of Payment, provided that the
Company shall furnish documentary evidence to the Board
demonstrating such liabilily.

State Government Guarantee

As support for the Board's obligations under this Agreement, GOAP
shall provide the State Govemment Guarantee (the "GOAP Guarantes).

Order of Precedence

The Company shall present its morithly tariff bills and any
supplementary bills to the Board for direct payment by the Board as per
this Article. in case of non-payment, or partial payment of the bili by the
Board, the Company shall take recourse to the Letter of Credit under

28
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Article 5.9 on or prior to the due date of payment or upon specific
authorization by the Board to draw on the Letter of\Credil prior to such
date. In case of the claim of the Company not yet heing fully satisfied,
the Company shall take recourse to the Escrow Account as per the
Escrow Account Agreement for the un-paid amount plus interest
accrued for delayed payment as per Ardicle 5.11. in case of default of
payment by the Board still persisting, the Company shall take recourse
to the invoking of the GOAP guarantee as per Article 5.12 for claiming
and releasing the unsatisfied claims. This provision-is without prejudice
to any other right or remsdy of the Company arising out of this

Agreement. .
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ARTICLE 6

DURATION OF AGREEMENT

Term of the Agreement

Subject 1o the terms of this Agreement, this Agreement shall become
effective upon the execution and delivery thereof by the parties and shall
continue in force from the date of such delivery until the completion of a
period of-fifteen (15) years from the Project COD  unless earlier
terminated as provided herein, and not later than one hundred andg
gighty (180} days prior to the expiry of the initial term of this Agreement,
the Agreement may be renewed for such further period and on such

terms and conditions as may be mutually agreed upon between the
Parties.

This Asticle shall survive any Termination of this Agreement, If the
Parties do not mutually agree lo renew this Agreement or otherwise
upon the expiry of the initial term of this Agreement, the Board shall
have the first option to purchase the Project at the Terminal Value plus
any Transfer Costs and Transfer Taxes (as defined in Schedute G) and
as determined by the Independent Appraiser defined in Schedule C.

Such aption shall be -exercisable during the sixty’ (60) day period
immediately preceding the expiration of the initial term of this Agresment
and the Company shall nolify the Board of its acceplanca or rejection of
the option within such sixty (60) day period or fifteen (15) days] after the
date of Board's offer whichever is later. If the Board's offer is not
accepted by the Company within such period, the Company may solicit
offers of purchase from third parties or self power from the Project to
third parties as per applicable Law: provided that the Board shall have
the first right of refusal with respect ta any beonafide offer received by the
Company which the Company wishes to accept, exercisable within thirty
(30) days of receipt by the Company of such offer (which shall within five
days of such receipt be provided to the Board by the Company) upon
mutually satisfactory terms of payment. If the Board does not exercise
such right or the Parties cannot agree 1o the terms of payment, the
Company may dispose of the Project as il thinks fit subject to prevailing
Law.

Notwithstanding any other provision of this Agreement, in the event that

rinancial Closing has not occurred within 12 months of the signing of

this Agreement, either Pary may upon 30 days notice Lo the other party

terminate this Agreement without liability or obligation whatsoever
| 30
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unless {in case of any termination by the Board) Financial Closing shatl
occur within such 30 day notice period, in which case such notice shall
be dzemed lo have been withdrawn; provided that (i) the Company shall
have used its reasonable endeavours to achieve such Financial Closing
and (i) the Pary seeking such termination shali then be in compliance
with its obligations under this Agreement. in.tha event of such
termination, the Security Deposit provided by the Company pursuant to
Article 15.10 shall be cancelled and/or returned to the Company without
being drawn upon by the Board, only if the Board is satisfied that the
Company used [ts reasonable endeavours to achieve Financial Closing.
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ARTICLET

UNDERTAKINGS

Covenants of the Company

The Cumpany hereby covenants and agrees with the Board to:

(a)

(b)

(c)

(d)
(e)

(f)

(9

use all reasonable efforts to construct the Project in accordance
with the construclicn confract and to operate the Project in
accordance with Prudant Utility Practices;

work without liability with, and co-operate in good faith with, the
Board with respect to alt of the Board's obligations and rights
hereunder:

use all reasonable efforts to obtain all Permits;
adhere to the Technical Limits as set out in Schedule A ;

use all reasonable efforts to cause the date of Financial Closing
to occur within Six (6) months of the date of signing of this
Agreement and fumish to the Board periodic progress reports {not
less than monthly) regarding the same and in any casé cause
Financial Closing to occurnot later than twelve (12) months from
the date of signing of this Agreement; :

shall not, without the consent of the Board, reduce the amount
pald in at Financlal Closing by the Promoter Group as the main
promoters of the Company and in the development, construction
and operation of the Project efficiently during the subsistence of
this Agreement;

if the Inter Connection Facilities are completed by the dale which
is eight weeks prior to the Scheduled Date of Compietion of the
first Generating Unit and the first Generating Unit is not
synchronised on or before the Scheduled Date of Completion of
the first Generaling Unit, pay to the Board interest on the actuai
cost of the inter Conneclion Facilities constructed onlJ for the
purposes of the Project {as eslablished by the Board lo the
reasonable satisfaction of the Company), such interest being
calculated on 3 daily basis and being equal to the mlerest
charged in respecl of any loans raised by it and applied towards
meeling such cost e~d being payable from the Scheculed Date of
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Completion of the First Generating Unit until the earlier of the
date of such synchronisation or the date when such
synchronisation would have occurred but for any delay arising
from an everl of Farce Majeure. The Company's payment
obligation under this Article shall nat be affected by application of
Article 10.4

provide to the Board a copy of the Financing Documents and the
shareholder, subscription agreements relating to the Promoter
Group's equity commitment to the Project within one menth of the
Financia! Closing and promplly, as they are pgntered into, provide
to ‘the Board copies of instruments creating any liens or
encumbrancas on any of the assets of the Project.:

cause the Project COD to occur not later than the Scheduled Date
of Completion of the last Unii, as per Article 1.1.54. .

Covenants of the Board

The Board hereby covenants and agrees with the Company to:

(a)

(1) make ali reasonable efforts for making arrangements
(including financing ard construction)-for.the Inter Connection
Facility so that the interconnection . Facility .is. completed eight

waeks before the Scheduled Date of Completion of the first

. Generating Unit of the Project and if the Inter Connection Facllity :
has not been completed on or before such date:or the date such

Interconnection Facility would-have been completed but for any
delay arising from an event of Force Majeure, and an
independent Engineer designated by the Company and
reasonably acceptable.to the Board, has certified that the Project
is raady to begin the procass of interconnection, the Board shall
pay to the Company as liquidated damages for such delay an
amount equal to B0% of the Capacity Charge calculated in the
manner described in Article 5.2(b), substituting, however, for the
installed Capacity, the capacity of the first Generating Unit
required to be installed as per the EPC Contract, from the later of

the Scheduled Date of Completion of the First Generating Unit

and the date falling six weeks after the first Generating Unit is
ready to begin the process of interconnection (as certified by the
Independent Enginesr) until earlier of the date falling six weeks
after the date upon which the inter Connection Facility is
completed or the COD of the first Generating Unit., provided that
the Board’s payment obligations under this Article shall not be
affected by application of Aricle 10.4. Within thirty (30) days of
the COD of the first Unit, the Company shall refund to the Board,
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(b)

(c)

(d)

(e)

4

‘Guarantee [as executed by the GOAP] substantially in the form - - ~- .

the excess, if any, of the payments described above over the
paymenis which would have been made based on the Instaljed

Capacity as delermined in testing and commissioning| the first
Unit.

work, without liability, with, and co-operate in good faith with the

Company with respect to, all of the Company's obligations and
rights hereunder; and,

make all reasonable good faith efforts to assist the Company in
obtaining clearances for procurement of iand . and sourcing of
water, and such other clearances as may be required at the State
level.

provide electricity in accordance with Article 2.7 for construction,
start-up, testing and commissioning and make reasonablé ‘efforts
to facilitate the conduct of testing and commissioning procedures
in accordance with Schedule F.

use its reasonable efforts to design, construct, operate and
maintain the inter Connection Facilities in accordance with
specifications to be determined by mutual agreement of the
Parties as per Article 15.5,

make all reasonable efforts to obtain the issuance of the GOAP
attached hereto as Schedule-J within sixty (60) days of the date of

execution hereof or as soon thereafter as practicable, provided that. -
the Scheduled Date of Completion of the {ast Unit and all prior dates

- for. the Company’s performance hereunder .shall be deembd to, be_

(9)

extended day-for -day for each day of delay reckoned from 61% day
in the Issuance of GOAP Guarantea. ;

make ail reasonable efforts 1o assist the Company to optain the
issuance of the Fuel Linkage i.e., the required Permits from the
GOAP and the GOI allocating to the Project the right to obtain and
use quantities of Naphtha to generate electricity at a PLF of 100%
(the “Fuel Linkage”), subject to any actions of the Company, which
may be required in connection therewith, within sixty (60) days of
the date of execution of this Agreement or as scon thereafter as
praclicable provided that the Scheduled Date of Completion of the
last Unit and all prior dates for the Company’s performance -
hereunder shall be deemed to be extended day-for-day for each day
of delay reckoned from 61 day in the issuance of the Fuel Linkage,
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ARTICLE 8

REPRESENTATIONS AND WARRANTIES

Representations and Warranties of the Company

The Company represents and warrants that.

i)

i)

i) -

The Company is a company duly organised and validly existing
under the faws of india and has all requisite legal power and
authority to execute this Agreement and carry out the terms,
conditions and provisions hereof;

‘This Agreement constitutes the valid, legal and binding obligation

of the Company, enforceabile in accordance with the terms hereof
except as the enforceability thereof may be {imited by applicable
bankrupicy, insolvency, reorganisation, moratorium .or other
similar law affecting creditors' rights generally and except 1o the
extent that the remedies of specific parformancae, injunctive relief
and other forms of equitable. relief are subject to equitable
defenses, the discretion of -the court before which any
proceeding may be brought, and the principles of equity: in
general; ' 5l

‘The Company has duly paid all rents, royalties=and ali--public

demands including provident fund dues, gratuity dues, employess
state jnsurance dues, income tax, sales tax, corporation tax and
all other laxes and revenues payable to-any Government.-Agency
and that at ‘present there are no amears of such dues, rents,
royaities, taxes and revenuss due and outstanding and that no
attachments or warrants have been served on the Company in
respect of sales tax, income tax, Government revenues and other
taxes. '

There are no actions, suits or procsedings pending or, to the
Company's knowledge, threatened, against or affecling the
Company before any court’ or administrative "body or . arbitral
tribunal that might materially adversely affect the ability of the
Company to meet and carry out its obligations under this
Agreement; and

The execulion and delivery by the Company of this Agreement
has been duly authorized by all requisite corporate action, and
will not contravens any provisions of, or constilute a defaull
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under, any other agreement or instrument to which it is a party or
by which it or its property may be bound.

Representations and Warranties' of the Board

The Board represents and warrants that:

i) The Board is a stalulory corporation duly organised and validly
existing under the laws of India and has all requisite -legai power

and authority to execute this Agreement and to carry out the
terms, conditions and provisions hereof:

if) This Agreement constitutes a valid, legal and binding obligation of
the Board, enforceable in accordance with the terms heraof
except as the enforceability thereof may be limited by applicable
bankruplcy, insolvency, reorganisation, moratorium or other
similar laws affecting creditors' rights generally and except to the
extent that the remedlies of specific performance, injunctive ratief
and other forms of equilable relief are subject to equitable
defenses, the discretion of the court before which any proceeding.
may be brought, and the principles of equity in gensral:

i) » - There aré no actions, suits, or proceedings pending or, to- the

- Board's knowledge,-threalened against or affecting the Board

.. before any colrt or administrative body or: arbitral tribunal which

* wwrrmight- materialty-adversely affect the ability of the Board to mewst. -
and carry out its obligations under this Agreement; and

iv} . The execution and delivery of this Agresment by the Board has
~ - ~been duly authorized by ali requisile corporate action, and will not: -
contravense any provision of, or constitule a default under, any
other agresment or instrument to which it is party or by which it or

its property may be bound. L

Mutual Covenants

Each Party will (except lo the exent the subject .of a bonafide
dispute)duly pay all rents, taxes, cesses, fees, revenues, assessments,
duties, other outgoings and other amounts owing by it and will observe
all the rules and reguiations pertaining o the same and will qo{ do or
omit to do or (to the extent within its control) suffer 1o be done anything
the purpose of which is to adversely affect or prejudice the interest and
rights of the other Party hereunder in.any manner whatsoever.
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ARTICLE 9
DEFAULT AND TERMINATION
Board Default

The occurrence and continuation of any of the foliowing events shall
constitute a Board Default, uniess any such event occurs &8s a result of a
Company Defaull as defined in Article 9.2 or any breach by the
Company of its obligations hereunder: ' ;

(a) Any failure of the Board to make any payment (s) required to be
made to the Company under this Agreement, which continues for -
a period of sixly (60) days or more from the Due Date of Payment; -
or any failure of the Board to make any payment {s) in excess of
Rs. 30 Crores required to be made to the Company under this
Agreement , which continues for a period of thirty (30) days or
more from the Due Date of Payment; provided in either case that :

(i) the Company has fumished a bill to the Board for such
payment as provided in Article 5; o
- (i) - to the extent the Letter of Credit is outstanding -or as the

case may be the Escrow Account is in operation, the ™ -

Company shall have presented such bili for payment under

bound by, this Agreement;

(c}  The transfer, pursuent to faw, of either the Board's rights and
obligations under this Agrsement or all or a substantial portion of
the assets or undertakings of the Board, or the dissolution of the
Board, pursuant to law, including by way of merger, consolidation,
liquidation, reconstitution or reorganisation unless the transferee
Or SUCCeSSOor: :

0] expressly assumes the obligations of the Board under this
Agreement and subject to (i) below, those liabilities and
obligations are guaranteed by the GOAP pursuant to the
GOAP Guaranlee; '

{ii) is either the owner/foperator of a substantial part of ihe
transmission system of Andhra Pradesh and/or is the

o 37 B

_ ", .. i the Letter of Credit or Escrow Account ds provided undei s &m0t

- - Article 5 of this Agreement; T A e st AL
. :{b)—. The Board repudiates ~this Agreement.or evidences..in apy --. - .. _
. = < --manner its intention not to perform its obligations under; or to'be~
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(d)

(e}

(f)

Lo

purchaser/seller of g substantial part of the buik supplies of
electricity in Andhra Pradesh, has'a credit rating (as

Capable of pedorming the obligations of the Board under
this Agreement,

(6i)  to the extent that the GOAP Guarantse remains in effect,
the GOAP without interruption guarantees the performance
of the transferee or stuccessor on the same terms and
Conditions as. the. .GOAP. Guarantee or such cther

* guaranlees or commercial security are provided! for the
obligations of the resulting entity, successor or transforee
that in tha reasonable business judgement of the Company

and the sole and absoiute judgement of the Company's

lenders if any, provides. equivalent - assurance of
performance. .

(iv)  the transferee or successor shall have provided to the
Company security for its payment obligations hereunder
which. In the .reasgnabie .business Judgement |of the
Company and the sols and absolute judgement of the
Company’s. lenders if any, Is at least -equivalent to the
security constituted: by the-Letier of Credit and the Escrow
Account Agreement as defined in Article 5.10,

The failure of the Board -to. observe, ‘o - perform any obligation
exprassed {o be assumed by it in. Article 5.10 or the Escrow
Account Agreement, which fallure is not remedied within thirty
(30) days of notice. thereof-from the ‘Company or, in the case of
any default in making of any payment from. the Escrow Account,

- referred to thersin, such longer period as is represented by the

number .of days until the Due Dale of Payment, plus the cure
periods referred to in Article 5.1 (a);

The GOAP repudiales the GOAP Guarantee, the GOAP shall ba
in material breach of its obligations under the GOAP Gual'antee,
or the GOAP Guarantee shall cease to be a legal or binding
obligation of the GOAP other than by reason of the Company's
failure to materiatly comply with its terms; . :

The serious breach by the Board of any material term of this
Agreemenl (other than with respect to Aricles 9.1 (a) through (e)
above), where the Board shal! fail to cure such breach within
ninety (90) days of notice thereof by the Company.

OL-\_ 38 Q:\"“%
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Company Default

The occurrence and conlinuation of any of the following events shall
constilute a Company Default, unless any such event occurs as a result
of a Board Default|as defined in Article S.1 or any breach by the Board
of its obligations hereunder:

(a}

(b)

()

(d)

(e)

Any failure of the Company to make any payment(s) required to
be made o the Board under this Agreement , which continues for
a period of sixty (60} days or more, or any failure of the Company
to make any payment(s) in excess of Rs. 30 Crores required to
be made to the Board -under this Agreement , which continues for
a period of 'thirty (30) days or more; either direcily or through a

credit 1o the Board in the bills, as per Article 5,

The Company vepudiates the Agreament or evidences in any
manner its intention not to perform its obligations under, or to be
bound by this Agreement;

The transfer, pursuani.to law, of sither the Company's rights-

and/or obligations under this Agreement or all or a substantial
portion of the Company's assets .or undertakings, or the
dissolution of the Company, pursuant {o law, including by way of
merger,  consolidation;” liquidation, - - reconstitution or
reorganisation, unless : :

{i) the transferee-ar=the _successor' expressly assumes the
obiligations of the Company under this Agregmeht,

(i) such transfer or-dissolution’ does not aﬁect adversely the
ability of the resulting entity to perform its obligations under
this Agreement,. in the sole and reasonable opinion of the
Board, i

or such transfer or dissolution constitutes or is tha direct result of
a Change in Law or event of Political Force Majeure

The Company abandons the construction or operation of the
Project, other than as a resull of Force Majeurs, for a pericd of
forty-five {(45) conseculive days or more. '

The Company

(i) fails to commence construclion by (i) issuing a notice to
proceed to the construction conltractor, (i) commencing
substanlial continuing work on the foundation for the first

OLL. 19 s
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generating unit andfor (i) delivering to the site and
commencing installation of major components of the project
within ten (10) months of the signature of this agreement,
provided that such period shall be exiended as provided in
Aricle 10.4 for delay in the achievemen: of such| date
which is caused by a Force Majeure event, or

(1)  fails to achieve Project COD on or before the Scheduled
Date of Completion plus six months as extended in
accordance with Article 1.1.54

(" The Project fails to issue an Availability Declaration providing for
Declared Capacity which s in axcass of 50% of the Installed
Capacily for a continuous pericd of one hundred and enty
(120} days (excluding any period of major overhaul undertaken in
accordance with the manufaclurer's recammendations, any
period of Force Majeure; any act or omission of the Board or any
Emergency directly causing or contributing to the shortfall in the
Declarad Capacity). ;

(8)  The failure of the Company either : o
~ . (i) to demonstrate in tests conducted in accordance.- with
Schedule F (including any pemmitted retests) that the
Project has an Installed Capacity of at least S0% of the
output initially guaranteed by the manufaciurer or supplier

of the Generating Units as at Project COD. -

{ii) to maintain thereafter during the term of this Agreement,
reiiable capacity equal to 98.5% of the Installed Capacity
as at Project COD as such reliable capacity shall be
delermined by teslting pursuam to paragraph 2.7 of
Schedute D and the Company is not-able to demonstrate
such reliable capacity in any subsequent retest during the
next succeading twelve (12) months. i

(h)  The Company commits a breach of Article 7.1( (f).

(i) The serious breach by the Company of any material term of -this
Agreement (other than with respect to Articles * 9.2 (a) through (h)

above), where the Company shall fail to cure such breach within

ninety (90) days of not_ice thereof by the Board.
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9.3

9.4

9.5
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Remedies of the Company

Upon the occurrence and continuance of a Board Default set forth in
Article 9.1 above and the failure of the Board to cure such default within
the applicable cure periods, If any, specified in Article 9.1, the
Company shall, at its option, -have the right to

(1} elect to terminate this Agreement by issuing a terminalion notice
in accordance with procedures sel forth in Article 9.5, or

(ii) recejve damages or have recourse to such other remedies as are
available under Law.

Remedies of the Board

Upon the occurrence and continuance of a Company Default set forth in
Article 9.2 above and if the Company fails to cure such default within the
applicable cure Perlods. if any, specified in Article 8.2, the Board shall,
at its oplion, have the right to ;

G) elect to terminate this Agreement by issuing a termination notice
in _accordance with procedures set forth in Articie 8.5, or

{ii) receive damages or have recourse to such other remedies as are
" available under Law,

Termination Procedures

_{a) In the event that the Board gives a termination notice to the

Company in accordance with Article 9.4, the following procedures
and cure periocs shali be observed and shall have expirad,
respectively, prior to this Agreement actually being terminated
and of no further effect (lhe date of such termination being the
Termination Date) :

{1) A termination notice issued in respect of a Company
Default under Aricle 8.2.(c) shall resuit in the Termination
Date occurring on the twentieth (20th) day from the date of
receipl by the Company .of such termination notice without
any further requirement for further action by the Board or
any opportunity to cure by the Company. in case of a
termination notice received in respect of any other
Company Default under Article 8.2, the Company may
within ninety {90) days from the date it receives the
termination notice altempt to either

c’Av 41 ‘)B\u““\a
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(ii)

(ii}

(v}

Ly

{(A) cure the Company Default which gave rise to the
termination notics, or

(B) transfer, sell and/or assign the Project to the Board,
the lenders or any third-party purchaser, in which
case, if such sale is effected (which shall only be
with the prior consent of the Board which consent
will not be unreasonably withheld), then such new
owner of the Project shall have a fuli additional
ninety {90) day period to cure the Company Defauit,

- The Board shall not be deemed to have unreasonably

withheld its approval if in the sole and reasonable opinion
of the Board, the new owner does not possess equivalent
financtal- standing and technical capability to that of the
Company as on the Commercial Operation Date of the first
Generating Unit.  f such new awner fails to so cure the
Company event of default within such ninety (S0) day

period, or if the Board fails te provide ils consent/to such °

new owner, than the subparagraph (ii).below shall apply.

for a period of ninely (S0) days from the date on which the
lenders are able 1o fully exercise their right to possess the
Project or effectively gain control over operation of the
Project in accordance with the Financing Documents
(subject to the Board's right under. sub-section (iv) and
Article 9.6), the lendars shall bs entitled to attempt to cura
any Company Defaull (including,” Withowt Limitqtion, by
selling or transferring.the Project to a third party, which
shall only be with the. prdor consent of the Board which
consent will not be unreasonably withheld, who shall have
ninety (90) days from the date of transfer to attempt to cure
the Company Default if such sale by itseif does not effect
such cure). If the lenders or such third party are unable
to cure such Company Default by the end of the applicable
periods specified above, then the Termination Date shal
occur at the expiration of such period;

If.a cure is effecled in accordance with the procedures
described in (i) and (ii} above, on notification 1o the: Board
by the Company and reasonable verification by the Board,
the termination notice shall be and will be deemed to be
withdrawn on the date of such cure

Not withstanding anything contained in Articie 9.5(a)(i) and
(i) above lo the contrary, al all times during the
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= on their behalf in such form as they .may reasonably

{b) In the event that the Company gives a termination notice to the-

us

continuance of a Company Default and during which the
Company maintains actual possession and control over the
Project, the Company shall use.ils reasonable efforts to
operate and maintain the Project as generally .required
hereunder. :

{v) If the Project is sold to any third parly in accordance with
the provisions of this Article 9.5, then such third party shall
become a party hereto in place of the Company and the
Board shall execute such documents as may reasonably
be required by the Company, the lenders or such third

* party to give effect to the substitution of such third party as
a party hereto in place.of the Company.

(viy The Board shall, if so requested by the Coinpany, give an
undertaking to the lenders or any agent or trusteo acting -

require to perform the obiigations set out in t{his paragraph - —

(a).

Board in accordance with Article 9.3, tha Board may within ninety =
(90) days from the date'lt receives the termination notice attempt. . . ”
to cure the Board Default which gave rise to the termination =
notice. However, such cure period of ninety {90) days shall be
- --reduced to thirty(30) days in case of a termination notice dueto.a— .-~ =
. Board Default under Article 9.1 (a). If such cums is effected, on..- +. .=
notification to the Company by the Board and on reasonable S
verification by the Company, the termination notice shall be and.
.- will be deemed withdrawn, of otherwise the Termination Date.- .- - -

shall occur at the expiry of such period.

%...............Q...
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() Any Pary which has been served with a notice of termination
under Ardicle 9.4 shall use all reasonable endeavours to cure the
Company Defauit or the Board Default as the case may be, as
soon as practicable. Both Parties shall, save &s otherwise
provided herein, continue to perform their respective obligations
under this Agreement and shall not, whether by act or omission S
impede or otherwise interfere with any Party’s endeavours to cure
the Company Defauit or the Board Defauit, as the case may be, -
during such cure.
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Right to Opera{e the Project

1
-

Notwithstanding anything in Article 9.5 (a) (i) and (ji) or otherwise in this
Agreement 1o the contrary, if the Board gives a termination notice under
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have the right, but not the obligation, if for reasons of the sacurity ar
integrity of the Board's sysiem or security of supply, the Board considers
it necessary, upon sevenly-two (72) hours notica
"Step-in Notica"},subject to the lender's consent, to require the operator
to operate the Project or, where the operator is unwilfing or unable to do

pursuant to a Buy-out or otherwise, as the Board desms necessary, at
the expense of the Company. During such -period of step-in, the
Board's payment obligations to the Company shall be restricted to the
Payment of 685 9% of Capacity Charges mputed in the manner
described in Article 5.2(b) except that such charges shail be based
(rather than on the installed Capacity} on the capacity which could
reasonably be mads available, by the Board having regard to the
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10.1

ARTICLE 10

FORCE MAJEURE
Force Majeure Events

For the purposes of this Agreement, Force Majeure means any act,
avent or circumstance, or combination of acts, events or circumstances,
which materially and adverssly affects the affected IParty‘s perforrr}ance
of it's obligations pursuan! to the terms of this Agreement, but only if and
to the extent that .such acts, events or circumsiances are not within the
affected Parly's reasonable control, were not reasonably foreseeable

- and could not have besen prevented. or overcome by the affected Party

through the exercise of reasonable skill or care, Any act, event or
circumstance or combination thereof mesting the description of Force
Majeure that has the same effect upon the. performance of any
Contractor, which directly, materially and adversely affects the
performance by the Company or the Bosrd respedctively of thair
obligations in whole or in part undsr this Agreement shall constitute
Force Majeure with respect to the Company or the Board respectively.
Where such perfarmance is affected in par, after.applying dny damages
or compensation from the parties involved or insurance to remedy the
effect of such event, the affected Party shall not be relieved of the
performance of that part: which is not so materially and advarsely
affected . Force Majeure shall-comprise the following acts, events and

circumstances to the extent that they or their consequences satisfy the
above raquirements.

i) Political Force Majeure Events, which shall comprise the following
acls, e\_{ents and circumstances.

(1) Act of war (whether declared or undeclared), invasion,
armed conflict or act of foreign enemy, blockade, embargo,
revolution, riot, insurrection, civil cominmotion, act of

terrorism or sabotage, in each case occurring inside or
directly involving India;

(2) Any act, failure to act, restraint or' regulation, of any

Govemment Agency (excluding actions that constitute -

remedies or sanctions lawfully exercised as a result of
breach by the Company of any Law which is neither
exproprialcry nor discriminatory in nature), comprising :

Deails- Iy
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(a)  any act, amission, regulation or restraint constituting
a Change in Law {as defined in Article 11.2§;

(b)  any Change in Permits (as defined in Articie 11.3):
ar

(€) the expropriation by any Government Age cy or
compulsory acquisition of any shares in, or assets or
rights of, the Company or its Contractors.

(3) Strikes, lockouts or other labour difficulties, which are
. politically motivated (rather than motivated primarily by a
desire to improve compensation or working conditions of
those involvedor are caused in whole or part by another
event of Political Force Majeure or are part of a nation-
wide or regional strike, or other generalisad labour action
occurring within India; (excluding such events which are

site specific and attributable 1o the Company};

(4) Radioactive contamination or ionising radiation or chemical
contamination originating from a source in India or
resuiting from another Political Force Majeure Event;

(5)  Any act, event or circumstance of a naiure analogous to
the faregoing;

Non-Political Force Majeu'ré‘ events éorﬁpris_fng the following acts,

events and circumstances;

(1) Flood, cycione, lightning, earthquake, drought, storm or
any other extreme effect of the natural elements:

(2} Epidemic, or plague;
(3) Fire or explosion.
(4) Strikes, lockouts or other labour difficulties not included in

Article 10.1(i) (3); (excluding such events which are site
specific and attributable to the Company)

(5) Catastrophic failure of major components or equipment

exciuding however, normal wear and lear or inherent
defects or flaws in malerials or equipment;

(6)  Air crash, shipwreck or trainwreck or loss of or da age to
any major component of the Project arising in the course of

=LL 46 Pt

Eo—

1 R T o




kb

marine transit  other than due to the fault of the
transporting party,

(7) Any act, event cr circumstance of a nature analogous to
the foregoing.

Pravided, however, that for the avoicance of doubt, lack of funds shall
not be construed as an event of Force Majsure.

10.2 Notification Obligations, etc.

(a)

(b}

(c)

Any Party ctaiming a Force Majeure event shall formally nolify in
writing in the manner specified in (b} below and seek to satisfy
the other Parly of the existence of such a Force Majeure event
and shall use its reascnable endeavour to resumse performing its
normal obligations as soon as possible after the cessation of such
a Force Majeure event.

The Party claiming Force Majeure shall give notice to the other
Party of any event of Force Majeure as soon a@s reasonably
practical after becoming aware of its existence, but not later than
five (5) days afier the date on which such Party knew or should
reasonably have known of the commencement of the event of
Force Majeure. Notwithstanding the above; If the event of Force
Majeure resuits in a breakdown of communications rendering it
not reasonably practicable to give notice within the applicable
time limit specified herein, then the Party claiming Force Majeure
shall give such notice as soon as reasonably practicable after the
reinstatement of communications, but not later than seven (7)
days after such reinstatement.

The Party claiming Force Majeure shail give notice to the other
Party of;

i) The cesszlion of the relevant Force Majeure aclt, avent or
circumstance ; and,

i) The cessalion of the effects of such Force Majeure events
on  the erjoyment by such Party of ils rights or the
_ performance by it of its obligations under this Agreement;

as soon as praclicable after becoming aware thereof.

A -
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10.3 Mitigation: Co-operation: No obligation.to settle Strikes

Any Party claiming Force Majeure shall use its reasonable efforts to
mitigate and overcome the effects of any act, event or circumslance of
Force Majeure as soon as praclicable after the occurrence of a Force
Majeure event, including through the expenditure of reasonable sums of
money, and lo co-operate with the olher Party to develop and implement
a plan of remedial and reasonabis afternative measures to remove the
event of Force Majeure; provided, however, that no Party shall be
required under this provision, to settle any slrike or other {abour; dispute
on terms it reasonably considers to be unfavourable to it. The Party
claiming Force Majeure shall fumnish weekly written reporis to the other
Party with respact to its progress in overcoming the effects of the act,
event or circumstanca of Force Majeure together with such supporting
documentation and information as the other Party reasonably requires -
regarding the claim of Forea Majeure.

10.4 General Cansequences of Force Majeure

Subject to the other provisions of this Agresment, no Party shall be in
breach of its obligations under this Agreement due to its failure o delay
in performing its obligations hereunder to the extent that such failure or
delay has been caused by ane or more acts, events or circumstances of
- Force -Majeure, for so long as such act . event or circumstancs or its
effects are continuing and any dates specified herein for such

- .-~ ~performance shall be extended-to the extent necessary to compensate - -

for the. delay which shall be on a day-for-day basis (unless- the -
- cireumstances justify a longer or shorter period), provided that if the
Parly. claiming Force Majeure fails to give notice thersof to.the -other
. Party within the period and in the manner specified in Articla 10.2(b),
such Party shall only be entitled to relief on account thereof from the
date il gives such nolice. !

10.5 Financia!l Conéaquencas of Force Majeure

(a)  The Company shall not be entitied to claim any adjustments for
increased costs incurred as a result of an event of Force Majoure
except to the extent provided in Article 11

(b) - Except as provided in this Article 10.5, an act, event or
circumstance of Force Majeurs shall not excuse the payment
- Obligations of either Party which shall be determined in
accordance of the terms of this Agreement.

{c) Payments to the Company by the Board in respect of periods of
Polilical Force Majeure shall be limited as follows:

OL 48 S
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{i) In case of any event of Palitical Force Majeure affecting
either Parly as per Article 10.1(i) {2) occurring after the
COD of the first Unil claimed by the affected party, the
Board shall pay, for each Settlement Period for which such
Force Majeure is in effect, Capacity Charges, until the
earlier of the (x) the date the effects of such Political Force
Majeure event cease lo exist and (y) 180 days from the
date of commencement of such event. The Capacity
Charges shall be computed in the manner described in
Article 5.2(b) except such charges shall be calculated for
the period onty described above and shall be based (rather

* than on the Installed Capacity) on the average Availability
Declaration of the past 180days (excluding from such 180
day period any.period of Force Majeure or Scheduled
Outages) or such lesser period in case the relevant data is
not available for a period of 160days.

{ii) On the occumence of any other Political Force Majeure
event affecting either Party as per Article 10.1(i), occurring
after the COD of the first Unit, claimed by the affected
party, the Board shall pay, for sach Settlement Period for
which such Force Majeure is in effect,. 756 % of Capacity
Charges, untll the earlier of the. (x) the date the effects of
such Political Force Majeure event.cease to exist and (y)
one hundred and eighty (180) days' from the date of
commencement of such event. The Capacity.Charges shall
be computed in the manner .described .in Article 5.2(b)
except such charges shall be caiculated for'tha pariod only
described above and shall be based (rather than on the
Installed Capacity)-on the average. Availability Declaration
of the past 180 days (excluding from such 180 day period
any period of Force Majeure or Scheduled Outages) or
such lesser pericd in case the relevant data is not
available for a period of 180 days. -

(d})  Non-Palitical Force Majeure affecting the Board after Project COD

In case of any Non-Politicat Force Majeure event affecting the
Board as per Article 10.1(ii} occurring after the COD of the first
Unit, the Board shall pay, for each Setilemant Period for which
such Force Majeure is In effect, 65% of the Capacity Chargss,
until the earlier of the (x) date the efiecis of such Non-Political
Force Majeure event cease to exist and {y} one hundred and
eighly (180) days from the date of commencement of such event.
The Capacity Charges shall be compufed in the manner
described in Articie 5.2(b) excepl such charges shall be
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calculated for the period only described above and shall be based
(rather than on the Installed Capacity) on the average Availability
Declaration of the past 180 days (excluding from such 180 day
period any period of Force Majeure or Scheduled Outages) or

such lesser period in case the relevant data is not-available for a
period of 180 days.

(e) In case of Poiitical Force Majeure Events described under Article
10.1(i}2) affecting the Fuei supplier or transporter, which
prevents delivery of Fuel 1o the Project and for which the Fuel
supplier or transporter is excused under Fuel! Supply
Agreement(s), the Board shall pay for each settlement period for
which such Force Majeure is in effect 65% of the Capacity =

- .. Charges, commencing, however, on the date 30 days after the
-~ date on which a notice of commencement. of such event is
- delivered by the Fuel supplier or transporter . to the Company
under the Fuel Supply Agreement(s) as communicated to the
Board and the Board having satisfied itself that the Company
made best efforts to provide altemate fuel supplies during this 30
day period, until the earlier of the (X) date the effects of such
- -Force Majeure Event cease to exist and (Y) one hundred ang = - -
eighty (180} days.from 31* day of commencement of such event, - -
The Capacity Chamges shafl be computed in'the manner. .
described in Article 5.2(b) except such charges shall be -
calculated for the pariod only dascribed above and shall be based
{rather than on the ‘Instalied Capacity) on the average Availability - - . .,
+—-Declaration of the past 180 days (excluding from such 180 days w.ec-
- period.any.-pericd of Force Majeure or Scheduled Outages)-or— - - .-
- such lesser period in. case relevant data I$ not, Avallable for-a-zzi . ..
~’period of 180 days, i e

10.6 Termination for Force Majeure - T

(@)  Either Parly may issus a notice of termination of this Agreement if
(i) an event of Political Force Majeure as dascribed in Article
10.1(i) has continued for more than one hundred and ei ly (180)
days or (ii) the Company following damage ta the Projectiresulting
from such event fails or is unable to or elects (subjact fo Article
10.7) not to restore ‘the Project. Such notice shall become
effaclive twenly (20) days from the dale of issuancs thereof (the
"Termination Date"). -

(b)  The Board may issue a notice of termination of this Agreement if
the effects of a Non-Political Farce Majeure Event as described in
Arlicle 10.1 (ii) affecting the Board or Force Majeure affecting
Fuel supplier or transporter as described in Article 10.5(e) have
continued for more than one hundred and eighty (180) days and
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the Company may issue a notice of termination of this Agreement
of the effects of a Non-Political Force Majeure Event as described
in Article 10.1(ii} affecting the Board or Force Majeure affecting
Fuel supplier or transporter as described in Article 10.5 (e) have
continued for more than two hundred and seventy (270) days..
guch notice shall become effective twenty (20) days from the date
of issuance thereof (the *Termination Date").

(c) Either Party may issue 8 notice of terminalion of this Agreement
it (i) the effects of a Non-Political Force Majeure Event as
descriped in Article 10.1(fi) affecting the Company has continued

for more than one hundred and eighty (180) days or (i) the
Company following damage to the Project resulting from such

event falls or is unable o of elects (subject to Articls 10.7) not lo
restore the Project. Such notice shall become -effective twenty

{20) days from the date of issuance thereof (the *Termination’

Date").

Provided that in case of a Non-Political Force Majeure event
affecting the Company, Adicle 12 shall not epply to such
termination iand tha Agreement shall terminate at the end of the
cure pericd specified in Article 10.6 {c) without any iability 1o
gither Perly. . '

10.7 Obiligation to Restore Project

The Company shall not be entitled to relief under this Article 10 unless,”
following the cccurrence of any damage or destruction of the Project
arising from eny event of Force Majeure , the Company shall have used

all reasonable efforts to commence the restoration of such Projed as -

soon as reasonably practicable taking into account the circumstances of
the Force Majeure and thereafter has diligently ~pursued such
restoration, unless (1) the damage Of destruction to the Project
constitutes ‘a total or constructive loss of (i) the Project would be
incapable following such repair of resuming operation at the levels
required under the Agreement; of (iii) such loss is not insured against in
whole or in part and the Campany is unable despite its bast efforts 1o
raise the necessary financing (taking inte account any payments
received by the Company under this Agreement) .
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11.2

sS4

. ARTICLE 11

CHANGE IN LaW

Definition of Law

For the purposes of this Agreement; "Law" means the" constitution of
]ndia and any act, rule, regulation, directive, notification, order or
Instruction having the force of Law enacted or issued by any competent
legislature, or Government Agency. =

Definition of Change in Law

For the purposes of this agreement, "Change in.Law” means
{i) any enactment or Issua of any new Law,

(i) any amendment, alteration, modification or repaal of any existing
Law or.any new or modified directive or order thereunder ,

{ii) any change in the application or interpretation of any Law by a
competent legislature dr Govemment Agency in India which is
contrary to the existing accepted application or interpretation
thereof, in each case coming into effect afier the date |of this

Agreement, provision for which has not been made elsewhere in
the Agresment. = ;

Definition of Change In Permits P S

For the purpose of this Agreement, "Change in Permits* means

(1) any failure or refusal to grant or renew any Pemit (other than for
Cause) or;

{ii) the imposition (other than for Cause) of any material requirement
in connection with the issuance of any Permit or the renewal,
extension or modification of any Permit after such Permit was
issued, in either case subsequent to tha date of this Agreement :

(iii)-' the imposition (cther than for Cause) of a requirement for a
Permit which did not exisl_ as of the date of this Agreement, or

(iv). the revocation or cancellation (cther than for Cause) of any

Permit; : :
52 Vaptd
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Provided that any such change establishes requiremnents that are
materially more restrictive than the most restrictive requirements (A} in
effect as of the dale of this Agreement, (B) specified in any applications
for any Permit filed by the Company of other documents filed in
connection with such applications by the Company on cr before the date
of this Agreement; or (C) agreed to by the Company in any Financing
Document or in any agreement with any Contractor, supplier of Fuel or
transporter of Fuel, provision for which has not been made elsewhere in
this Agreement.

Additional / Reduced Expenditures or Other increased ! Reduced
Costs due to a Change in Law or Change In Permits

(@)  Within sixty (50 ) days after the COD of the first Generating Unit
or the end of any Tariff Year, the Company.shall determine after
accounting for the nef economic effects on the Company during
the period| prior to the COD of the first Generating. Unit or, as the
case may be, such Tariff Year of any Changes in Law or Changes
in Permits , based on an accounting conducted by an
independent chartered accountant reasonably acceptabie to the
Board. If as & result of such accounting, the Company suffers an
increase in costs or a reduction in after-tax cash fiow-or any other
net economic burden which it would not have experienced but for
such Changes in Law or Changes in Pemmits (taking into account
the reasonable costs of financing of any capital improvement in
the period prior to the COD of the first Generatirg Unit or , as the
case may be, such Tariff Year), the aggregate economic effect
of which exceeds the equivalent of Rupees three (3) crores per
100 MW or pro-rata for any part thereof during the.period prior to
the COD of the first Generating Unit and Rupees one (1) crore
per 100 MW or pro-rata for any part thereof during the period
after the COD of the first Generating Unit, during any Tariff Year
(excluding cost adjustments in respect of Changes in Law or
Changes in Permits from any prior period), the Company may
notify the Board of any proposed amendments to this Agreement
required to put the Company in the same economic paosition it
would have occupied in the absence of such cost increase,
reduction in the net aRer-tax cash flow or any other sconomic
burden. Such notice shall be accompanied by a certification of the
Company's independent chartered accountart and a reasonably
detailed explanation of certification of an officer of the Company
respecting the basis for such net economic burden increase. The
amount of any net economic burden claimed by the Company
shall be net of any insurance proceeds received in respect

{hereof,
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(b)  Witnin sixly (60 ) days after the COD of the first Generating Unit
or the end of any Tariff Year, if after accounting as provided in

Changes in Permits » the Company experiences a reduction in
costs or an increase in after-tax cash flow or any other net
economic benefit which- it would not have experienced but -for -

crora per 100 MW or pri-rata for any part thereof, following the
COD of the first Generating Unit, during any tariff Year, the
Company shall provide to the Board resuits of such accounting
together with a certificate of the Independent chartered
accountant and the Board, in response thersto, may notify the
Company of any proposed amendments to this Agreement
required in its good faith judgement.to put the Company. lq the
Same economic-position it would have occupied in the absence of
such cost reduction, increase in the ‘net after-tax cash flow or any
other economic benefit. Such notice shall be accompanied by a
feasonably detailed explanation of a certification of an officer of
the Company respecting the basis for such decrease.

{c)  Only increased costs which are necessarily and unavoidably
incurred in complying with or as a direct result of the Changes in
Law or Changes in Permits taking into account, all reasonable
steps which may be taken by the Company to minimise such
increased costs, shall be considered as increased costs for the
purposes of this Article. '

(d}  As soon as practicable during tha period prior to the COD of the
first Generating Unit ar any Tariff Year afler the Company
becomes aware of any Change in Law or Change in Permits
which could reasonably be expected to give rise to an
increasefreduction in costs or reduction/increass in after-tax cash
flow pursuant lo paragraph (a) and (b), the Company shali
provide an interim notice thereof lo the Board describing, lo the
extent possible, the expacted effect on the casts and the cash
flow of the Company. The Company shall consull with the Board
regarding such increased expendilures and the Company shali

- use’ all reasonable . efforts 1o implement the Board's
recommendations, if any, to minimise such increased

ULL' 54 Q\o“"}'
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CREBEEERT L.

expenditures consistent with Prudent Utility Practices and the
Company's obligations under this Agreement, If prior to the end of
any Tariff year ‘the Company demonslirates on the basis of a
cedtification of its chartered accountant that any Change in Law or
Change in Paermits would result in the Company's being unable to
meet its payment obligations to its tenders under the Financing
Documents|on a cumrent basis, then in addition to the Company's
rights under sub-section (a) but notwithstanding the time period

for exercising such rights specified therein, the Company shall be -

entitled to propose amendments to this Agreement as provided in
subsection|(a) and the Parties shall consider such proposal as
provided in subsection {e) beiow, provided that any benefits
which the Company is eligible fo receive under subsection (a)
shall be reduced by any benefits received by the Company prior
to the end of the relevant period under this subsection.

within thirty (30) days afier receiving any proposal pursuant to
paragraph (a), (b) or (d), the Parties shall meet and agree on
eith.er amendments to this Agreement or altemative arrangements
to implement the foregoing. If no such agreement thas been

- reached within ninety (50) days after any meeling-pursuant to

Article 11.3 (a), (b) or (d), as the case may be, the proposals of
the Parties shall be submitted to the independent chartered
accountant referred to in paragraphs (a), (b} and (d), as the case

may be.
A u?
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12.1

ARTICLE 12
BUYOUT

Buyout Events: For the purpose of this Agreement, each of the
following shaif be a Buyout Event;

(a) The occurrence of a Termination Dale as a result of a termination
notice issued by the Board pursuant to a Company Dafault which
bacomes effective in accordance with Article 9.5(a);

(b) The occurrence of a Términation Dale as a resuit of a termination
- notice issued by the Company pursuant to a Board Default which
becomes effective in accordance with Article 9.5(b);

(c) The occurrence of a Termination Dale as a result of any svent of
Political Force Majeura pursuant to Articles 10.6 (a); | L
ent of

(d) The occurrence of a Termination Date as a vesult of an e
Force Majeure pursuant to Article 10.6 (b).

12.2 Remedies to the Company

12.3

12.4,

If @ Buyout Event under Articte 12.1(b),(c) or (d) occurs, the Company
may require the Board to purchase the Project upon giving the Board a
notice of the same (the "Buyout Notice") at the "Buyout Price” as defined
in Scheduls G,

ﬁemedies of the Board

in case of a Buyout Event described in Article 12.1(a), (c) or (d) {and in
case of a Buyout Event described in Articls 12.1(a), subject to the
lenders cure rights as set forth in Article 9.5), the Board sha'l have the
right to purchase the Project upon giving the Company notice of the
same (the "Buyoul Notice") at a “Buyout Price” as defined in Schedule
G.

Buyout Price
The Buyout Price shall be as determined in Schedule G.
Ho Cres
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Independent Appraiser

The Buyout Price shall be determined in accordance with Schedule G by
an intemationally recognised accounting firm listed in Schedule C hereto
(the “Independent Appraiser’) appointed in accordance with paragraph
4 {a) of Schedu[e G . Al fees and expenses of any technical or other
consultants whtch the Independent Appraiser reasonably believes are

necsssary 1o retain, shall be paid by the Parly othar than the Party
validiy claiming the Buyout Event.
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{(3overnment of India
Ministry of Petroleum & Natural Gas

L LT

Shastri Bhawan, New Delii

Dated June 05, 2000
To
/I

-~ M/s Vemagiri Power Generation Ltd,.
Generation Lid.,

“Nirmal”, 7" Ficor Plot No.62, Road No.3,
Nariman Point,

Banjara Hills,
Mumbai 400021 Hyderabad-500034.

Subject: Allocation of natyrg) gas to Mss Vemagiri Power

Generation Ltd. for 452 MW combined cycle power
project at Vemagiri in Andhra Pradesh,

Repeat:-
M/s Vemagiri Power

Dear Sirs,

l'am directed to convey the decision of the Government to the
allocation of 1.64 MMSCMD of natural from the ONGC fields in K.G.
Basin on firm basis to m/s Vemagiri Power Generation Ltd. for 492
MW combined cycle power project at Vemagiri in Andhra Pradesh.

The above allocation will be Subject to the ol

{i) M/s Vemagiri Power Generation 1td.
relevant transportatjon charges; and

(i)  M/s Vemagiri Power Generation Ld. shall enter into the

9as supply agreement with GAIL within 60 days from
the date of issye of this letter.

shall pay the

(i)  The above power plant pro
Vemagiri (A.P.) shal
capability and woud not

posed to be set up at
necessarily have dua| fuel
be dependent on Natural gas

Yours faithfully,

1
{1.S.N. Prasad)
Deputy Secretary to the Government of India

Tel.No.3381020
Copy for information ang necessary to.-

1. Shiri #H,p Chandna, Direcior (Planning), Gaii
. Shiias) 3o, Direcior (Operations), ONG, Mew Dety
2 Bpare cony (2 Hosg )
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This CONTRAGT made on 31 - 0% R oo/
AUTHORI™Y OF INDIA LIMITED, a Governmbrlt of India Undertaking established
under-ihe Companies Act, 1956 having its RelYistered Office at 16,Bhkaiji Cama
Place, New Delhi - 110066, hereinafter called "'THE SELLER" (which axpression
shall, where the context so requires or admits of, be deemed to iciude its
successors or assigns) of the one part and M/s VEMAGIRI POWER GENERATION
- LIMITED, having its Registered Office at * Nirmal*, 7™ Floor, Nariman Point, Mumbai-
. 400021, hereinafter called "THE BUYER" (which expression where the context so

. requires or admits of, be deemed to include its successors or assigns) of te other
part. ;

at New Delhi between M/S GAS

Whereas the BUYER desires to purchase and receive 'Natural Gas' frem the
SELLER and the SELLER agrees to sell and deiiver to the BUYER Natural Cag as
produced in its natural state or after stripping of heavier components, for other yses,
hereinafter referred to as ‘GAS' obtained from the field/fields of ONGCL located at
Tatipaka, Parsariapudi, Kesnapalli, Mori and other nearby fields and in and araund
fields and Ravva offshore, as fuel for the power plant of the BUYER locatea at
Vemagiri , East Godavari District in the State of Andhra Pradesh, on the terms and
conditions stated hereunder which have been mutually agreed to between tte
SELLER and the BUYER,

NOW THiS: DEED WITNESSES AS FOLLOWS
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ARTICLE-1 DEFINITIONS AND {NTERPRETATIONS.

The following words shall have the meaning assianed respectively against each one
of them in this CONTRACT :-

1.01. "Time" shall be stated in "Hours" and shall mean 'indiar; Standard Time'.

1.02. "Day" means a period of twenty four (24) conscrutive hours beginning and
ending at 0600 hours and the reference date for any such-day shall be the date on
which such day starts at 0600 hours.

1.03. "Week" means a period of seven (7) consecutive days beginning at 0600 hours
from a day.

1.04, "First fortnight" means a period commencing at 0600 hours on first day of
month and ending on 0600 hours on sixteenth day of the month and a "second
fortnight" fram 0600 hours on sixteenth day of the month to 0600 hours on the first
day of the succeeding calendar manth. .

1.05. "Month" means a period beginning at 0600 hours on the first day of a caiendar
month and anding at 0600 hours on the first day of the succeeding calencar month.

1.06. "Year" means a period of three hundred and sixty five (365) conse sutive: days
or three hundred and sixty six (366) consecutive days when such perioc includes a
twenty-ninth (29th) day of February.

1.07. "Year" "Month" and "Day” wherever used in this CONTRACT imply that of
Eng!sh calendar.

1.03. "Standard Cubic Metre" of GAS means a quantity of GAS required t fill oie (1)
cubic metre of space when the GAS is at an absolute pressure of sev:n hundred
and sixty (760) millimetres of mercury and a temperature of fifteen (*5) degrees
Celsius. -

109. "ASTM" means the American Society of Testing Materials and "ANSI" means
American National Standard Institute.

1.10. "GAS" OR "NATURAL GAS" means gas produced from gas wells, gas
condensate wells or oil wells, and the residue gas remaining after proc:ssing such
gas for the removal of liguefiable hydrocarbons and impurities therefrom, to meet
gas specifications given in Annexure-I.

1.11. "CONTRACT" meens the contract alongwith Annexure-I, Il & 1l

1.12. "Kilo Calorie" shall means the amount of heat required to raise the t3mperature
of one (1) kilogram of water by one (1) degree Celsius at fifteen (13) degrees

Celsius.
A~
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1.13. "Heating Value" shall mean the number of kilo calories| evolved by complete
combustion at a constant pressure of one (1) standard cubic p'neter of GAS with air
and with the temperature of GAS, air and products of combustion at fifteen (15)

degree Celsius and all the water formed by combustion being condensed to liquid
state.

1.14. Words imparting the singular only also include plural and vice-versa where the
context so requires.

1.15. ONGCL means Oil & Natural Gas Corporation Ltd., a public limited company
established under the Indian Companies Acts,1956 with Its registered office at
Jeevan Bharti, Tower II, 124 Connaught Circus, New Delhi-110001.
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ARTICLE-2 PERIOD OF CONTRACT

2.01. This CONTRACT shall come into force from the date it is signed and shall
remain valid for a period upto 31.12.2010 (T hirty First December, Two Thousand
Ten). The supply of GAS under this CONTRACT would commence on 31.12.2004
(Thirty First December Two Thousand and Four ) or from any earlier date that may
be mutually accepted by the SELLER and the BUYER and shall continue for a period
ending on 31.12.2010 (Thirty First December, Two Thousand Ten).

2.02 (i) For the purpose of the CONTRACT the BUYER shall make a security deposit
of Rs 5,65,80,000./- (Rupees Five Crores Sixty Five Lakhs Eighty Thousand only)
to the SELLER. The BUYER shall also arrange to submit a Bank Guarantee for Rs.
16,97,40,000/- (Sixteen Crores Ninety Seven Lakhs Forty Thousand ) from any of
the nationalized/scheduled banks at New Delhi in favour of the SELLER at the time
of signing of the CONTRACT in GAIL's proforma.

2.02(ii) The SELLER shall pay a simple interest at the rate of 7%(Seven Percent) per annum
to the BUYER on the amount of security deposit as per the provisions of Article 2,02 (iii) &
2.02 (iv) below.

2.02(iii) The BUYER has indicated the schedule of implementation of key activities of thetr
plant as per Annexure-II to the CONTRACT. The BUYER shall provide the documentary
proof to the SELLER of the completion of each of the activities. In case any of the above
activities is not completed within the date indicated in Annexure-II ,allocation of natural gas
shall be liable for cancellation without waiting for the last activity .Further, the SELLER
shall have the right to terminate the CONTRACT and forfeit the security deposit as well as
the amount of Bank Guarantee without prejudice to other rights under the CONTRACT .

2.02(ly) The amount of deposit along with interest due as per Article 2.02(ii) and
Bank Guarantee shall be refunded/discharged by the SELLER on commencement of
supply of GAS, however, subject to provision of Ariicle 2.02(iii) mentioned above and
opening of irrevocable L/C as stipulated in Article 11.01 hereinafter.
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ARTICLE-3 EXTENSION OF PERIOD OF CONTRACT

3.01 |If any of the parties hereto should desire an extension of the period of
CONTRACT it shall give to the other a prior notice in writing of its such intention at
least Six months before the expiry of the period stipulated in Article 2.01 where upon
the period shall be extended on such terms and conditions as may be mutually
agreed upon. Provided further that the renewal agreement shall be finalized and
executed between the parties atleast three months before the expiry of the per
stipulated in Article 2.01.

oy S R T s el o 8 S CE

iy, e T

pice A -

T T T 1 A T R T i T RN T T T TR D T T R T T T e PR T L




Lo

ARTICLE-4 DELIVERY OF GAS

4.01 GAS shall be delivered to the BUYER at the Gas Metering Station that shall be
jocated at BUYER's premise at Vemagiri , East Godavari District , in the State of
Andhra Pradesh. GAS will be transported from the down stream flange of the
pipeline at the outlet of the Gas Metering Station he.rein referred to as point of
delivery by means of pipeline to be provided and maintained by the BUYER.

4.02 Gas Metering Station needed for the same shall be set up/constructed and
maintained by the SELLER. Land and building needed for the purpose of such Gas
Metering Station shall be provided by the BUYER free of cost. The SELLER may use
the said location for effecting deliveries to any other parties in the area.

4.03 In addition to the price of GAS mentioned in Article 10 , the BUYER shall pay
to the SELLER monthly transmission charges of Rs 3,46,14,137/- (Rupees Three
Crores Forty Six Lakhs Fourteen Thousand One Hundred Thirly Seven Only) per
month for the facilities provided by the SELLER for supply of GAS to the delivery
point located at the BUYER's premises. Provided further, the BUYER shall also pay
to the SELLER additional monthly transmission charges, to be indicated by SELLER,
towards Gas Dehydration Unit (GDU) proposed to be installed and operated by
SELLER in order to maintain the security and integrity of the pipeline facilities for
ensuring uninterrupted GAS supply from the date such GDU is installed and
operated to be intimated by the SELLER. The BUYER shall also pay to the SELLER
additiona!l transmission charges, if any, in case the SELLER is required to
reptace/revamp the existing pipeline and allied facilities wholly/partly for supply of
gas to the BUYER at the point of delivery. The above monthly transmission charges /
additional monthly transmission charges shall be increased by 3 (Three) percent on
yearly rest basis with effect from 1.4.2005. During the currency of the CONTRACT
irrespective of the Total/Partial/Non-supply/drawal of quantity of GAS as per Article
5.01 hereinafter to the BUYER during the month(s), the BUYER agrees to pay above
monthly transmission charges and taxes thereof to the SELLER in addition to the
payment of invoice for supply if GAS to be raised as per Article 10 and Article 11.
Provided further in case monthly transmission charges are not paid by the BUYER
within 3 (Three) working days of presentation of invoice, the SELLER will present the
invoice for the same to the Bank against Letter of Credit and draw the amount. The
BUYER will make arrangements with the Bank in a manner that in such an
eventuality the full L/C amount gets automatically reinstated.

4.04 The BUYER shall make all proper and adequate arrangement for receiving
GAS at the outlet of Gas Metering Station at its own risk and cost taking all
precautions as per guidelines of Oil industry Safety Directorate (OISD). Should any
defect in the BUYER's intake arrangement arise, the same shall be rectified by the
BUYER. The SELLER shall have an option to stop supply of GAS as soon as any
defect is noticed in the BUYER's intake arrangements. The BUYER shall still be
liable to pay for minimum guaranteed offtake of GAS in accordance with Article 5.02
hereinafter irrespective of the fact of stopping supply of GAS by the SELLER on
account of defect in the BUYER's intake arrangements.

AT %
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4.05 For effecting deliveries as aforesaid the SELLER shall install and maintain at
its own risk and cost the piping confrol and regulation and metering equipment in the
aforesaid Gas Metering Station and all other accessories. EI'he said equipment so
installed by the SELLER shall remain the property of the SELLER and the SEL.LER
shall have the right to remaove such equiprnent at any time within twelve (12) months
after the expiry of the contract. The SELLER shall have the right to use the
BUYER's land and utilities essentially required for installation, operation and
maintenance of Gas Metering Stalion and allied equipment required for supply of
GAS on payment of such charges for utilities only as may be mutually agreed.

4.06 The title to GAS shall pass from the SELLER to the BUYER at the point of
delivery of GAS to the BUYER. The delivery paint shall be at the down siream flange
of the pipeline at the outlet of the Gas metering station.

4.07 The SELLER shall under the normal ¢ rcumstances of the supply of GAS and
normal off-take by the other buyers make endeavor to maintain gauge pressure upto
, 27(Twenty Seven) Kilograms per square centimeters at point of delivery, subject to
E‘avallablllty of the corresponding matching pressures from ONGCL. However, in
icases where the pressure of the GAS received by the SELLER from ONGCL are not
sufficient to warrant supply of GAS at a gauge pressure upto 27(Twenty Seven)
(Kuograms per square centimeters ai point of delivery, the SELLER shall provide the
estimates of cost of compression of GAS tc be borne by the BUYER in addition to
the price under Article 10 hereinafter and monthly transmission charges/additional
monthly transmission charges under Article 4.03 herein above. In case the
compression cost to be borne by the BUYER is mutual'y agreed between the
SELLER and the BUYER, the SELLER shall install, maintain and operate the GAS
Compressors to compress the GAS to the pressure as stated hereinabove else the
BUYER shall make arrangement to compress the GAS to pressure required by the
BUYER at their end.
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ARTICLE-5 QUANTITY OF GAS

5.01 Subject to availability of GAS and SELLER's ability to supply the same t? the
BUYER, the SELLER agrees to sell and deliver the GAS at the aforesaid _ponnt of
delivery to the BUYER as per requirement of the BUYER subject to the maximum of
1640000 (One point Six Four Million) standard cubic meters per day'. Prowdgd
further for first year of GAS supply or for period upto 30.12.2005, which ever is
earlier, the BUYER shall give to the SELLER monthly forecast of the quantity of GAS
required for each month atleast month in advance. The BUYER shall build/ maintain
dual fuel capabilities in their plant for meeting their fuel requirement through
alternative fuel as and when GAS is not available for supply to the BUYER and
would not be dependent on natural gas alone.

5.02 For first year of GAS supply or for period upto 30.12.2005, which ever is
earlier the BUYER guarantees to pay to the SELLEFR. for actual quantity of the GAS
supplied by the SELLER to the BUYER subject to the minimum of 80% of the
monthly forecast quantities. Thereafter the BUYER shall pay to the SELLER for the
actual quantity of GAS supplied by the SELLER to the BUYER subject to minimum of
80% of the monthly quantity on the basis of the quantities mentioned in clause 5.01,
hereinafter referred to as minimum guaranteed offtake (MGO). The BUYER
guarantees to buy during every month minimum guaranteed quantily of GAS
equivalent to the guantity obtained by multiplying 80% of the daily maximum quantity
mentioned in clause 5.01 by the number of days in the month. Upon the BUYER
failing to lift the aforesaid minimum guaranteed quantities of GAS during any month,
the BUYER undertakes to pay for the said minimum guaranteed monthly quantity for
such month. In} case the SELLER Is unable to supply 80% of the maximum
contracted quantity of GAS mentioned In clause 5.01 on any day(s) during any
month the minimum guaranteed quantity for the month shall be worked out by adding
the actual quantity of GAS supplied on such day(s) and the quantity obtained by
multiplying 80% quantity of GAS mentioned in clause 5.01 by remaining number of
day(s) during such month and the BUYER undertakes to pay for such minimum

guaranteed quantity or for actual quantity of GAS supplied during the month
whichever is higher.

5.03 The BUYER shall draw and SELLER shall supply daily the quantity of GAS
agreed to in Article 5.01 and 5.02 above at an uniform rate spread over a period of

24 (Twenty four) hours.
@A/ >
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ARTICLE - 6 QUALITY OF GAS

6.01 The quality of GAS to be delivered to the BUYER will conform to the
specifications laid down in Annexure-l hereto which shail form part of this
CONTRACT.

6.02 If GAS delivered by the SELLER to the BUYER fails, at any time, to confirm to
the quality specifications provided in Annexure-l hereto, the BUYER shall notify the
SELLER or his authorized representative of such deficiency in writing and the
SELLER shall then take immediate steps to remedy suich deficiency within
reasonable time.
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ARTICLE - 7 SHUT DOWN AND STOPPAGE OF SUPPLY

7.01. The schedule annual shut down of gas supply on the one side from the
SELLER's end and on the other side at the BUYER's end shall be limited to all 15
(Fifteen) days in a year for each side. The party desiring a shutdown for the purpose
shall give notice in writing to the other party atleast fifteen (15) days prior fo the
proposed date of shutdown. As far as possible the SELLER and the BUYER shall try
to sychronise their shutdown periods. During such shutdown the provisions of clause
5.02 shall not be applied.

7.02. The BUYER shall inform the SELLER immediately about any accident and/or
defects In instaliations of the BUYER calling for the complete or partial stoppage of
supply of gas.| Provided that in all such cases, the BUYER shall undertake
immediate steps to rectify the defects for commencing normal intake of gas.
Provided that in all such cases, the provisions relating to payment of minimum
guaranteed offtake by the BUYER contained in clause 5.02 shall apply.

7.03. The SELLER shall, likewise, inform the BUYER immediately about any
accident and/or defects in installations of the SELLER and gas pipeline calling for the
complete or partial stoppage of supply of gas. Provided that in all such cases, the
SELLER shall Undertake immediate steps to reclify the defects for commencing
normal supply of gas. Provided that in all such cases, the provisions relating to
payment of minimum guaranteed offtake by the BUYER contained in clause 5.02
shall not be applicable for the duration of stoppage of supply during this period.

@»@v%@
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ARTICLE-8 MEASUREMENT & CALIBRATION

8.01. The volume of GAS supplied under the CONTRACT shall be measured by flow
meter installed at the GAS Metering Station of the SELLER. The GAS composition
and net calorific value of GAS shall be as measured at SELLER's terminal or ONGC
Terminal and the same shall be applicable for this CONTRACT. The BUYER shall
be permitted to install its check flow meter as not to interfere with the operation of the
instruments of the SELLER. In case the variation in the measurement of the flow
between the SELLER's flow meter and the BUYER's flow meter is within + 2 (Two)
percent, the reading of SELLER's instrument shall be taken as final. If the variation
exceeds * 2 (Two) percent, the final value shall be armived at as per the detailed
procedure laid down in Article 8.04 beiow. The measurement shall include all
corrections in installations practices recommended for accurate metering of GAS by
the AGA Gas Measurement Committee Report No.3/7 by American Gas Association
(AGA) and shall be binding on the parties hereto.

8.02. The flow meter at SELLER's installation shall be proved at a frequency to be
mutually agreed upon.

8.03. In case the BUYER has any doubt on the proper woang of the flow meter of
the SELLER it shall inform the same to the SELLER in writing and may request for
checking/calibration of the flow meter. The cost of such special test shall be borne
by the SELLER if the percentage of inaccuracy is found to be more than limits stated
in Article 8.01 above, but the cost of such special test shall be borne by the BUYER
if the percentage of inaccuracy is within limits stated in Article 8.01 above.

8.04. If on calibration, the SELLER's meter registers a variation of more than + 2
(two) percent or if the SELLLER's meter is out of service, the foliowing procedure in
order of priority whichever is feasible for amriving at the computation of GAS during
the period between the last calibration and the present one shall be followed:

i) by using the recording by the check meter of the BUYER if installed and accurately
registering; or

ify if 8.04(i) is not possible by correcting the error if the percentage of error is
asceriainabie by calibration, test or mathematical calculation; or

iii) if neither 8.04(i) nor 8.04(ii) is possible by estimating the yolume of GAS delivered

by comparison with deliveries during period under similar conditions when the
SELLER's meter was registering accurately.

8.05. The period to which the above corrections will apply wiil be as under;

i) If any period during which the SELLER's meter has gone wrong is known or
agreed upon that will be the period to which the correction is to be applied.
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ii) If the period is not known the correction shall be made for a period equal Fo half of
the time elapsed since the date of the preceding calibration test, provided the
correction period does not exceed sixteen (16) days.

8.06. In any case, if at the time of calibration the meter error exceeds half percent it
will be re-calibrated.

8.07. Upon the written request of the BUYER, the SELLER shall permit the BUYER
{0 examine relevant records, charts and calculations from its metering and
measuring equipment. The SELLER shall preserve all such charts, records and
calculations till such time the payment covered by the invoice of the SELLER has
been paid by the BUYER. And likewise upon the written request of the SELLER, the
BUYER shall permit the SELLER to examine relevant records, charts and
calculations from its check meter. The BUYER shall preserve all such charts,
records and calculations for a minimum period of thirty days from the date of
presentation of invoica by the SELLER. Provided in the event of dispute regarding
billing/payment such records shall be preserved by the BUYER, till the dispute is
finally settled.




13

ARTICLE- 9 FORCE MAJEURE

9.01  Neither party hereto shall be liable for failure to perform or for delay in
performing any provision (s} of the CONTRACT other than those provided for
payment of GAS supplied, sold, purchased hereunder, if such failure or delay is
caused for results from a Force Majeure.

9.02. The term Force Majeure in this CONTRACT means act of God, war, revalt, riot,
tempest, flood, earthquake, lightning, direct, indirect consequences of war
(declared/undeclared), sabotage, fire, hostilities, natural calamities, national
emergency, civil disturbances or commotion, embargo or any law or promulgation,
regulation or ordinance or executive order whether Centrall or State or local or
Municipal authorities, failure of ONGC o supply GAS to the SELLER, and explosion
in the BUYER's/SELLER's plant/instaflation. Upon occurrence or termination of such
an event the party rendered unable to fulfil the contractual opligation as aforesaid
shall notify the other party in writing within 24 (Twenty four) qours of the beginning
and ending, giving full particulars and satisfactory evidence thereof.

9.03. Providing that in case such period of Force Majeure lasts for more than 3
(three) months, the parties shall consult each other with a view to agreeing to what
action should in the circumstances be taken,

9.04. Provided the BUYER will make payment to the SELLER for actual quantity of

W I

gas supplied during the period of Force Majeure.

TN
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ARTICLE-10 PRICE OF GAS

10.01 Present price of 1000 (One Thousand) Standard Cubic meters of GAS w.e.f
1.40.1997 is applicable as per Government Pricing Order No. L-12015/3/94-GP
dated 18.9.1997 (Annexure lII}. After 31.3.2000 the SELLER shall have right to fix
the price of GAS which may be as per directive, instruction, order, etc. of the
Government of India etc which is likely to be market related in accordance with
current policy of liberalization of the Government of India and the BUYER shall pay
to the SELLER such price of GAS. Provided further, the price of GAS so fixed is
exclusive of Royalty, Taxes, Duties, Service/Transportation {T ransmission) charges
and ali other statutory levies as applicable at present or to be levied in future by the
Central or State Government or Municipality or any other local body or bodies
payable on purchase of GAS from ONGCL/Other Producer(s) by the SELLER or on
sale from SELLER to the BUYER and these shall be borne by the BUYER over and

above the aforesaid pﬂCB.
; \ S
W /.'
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ARTICLE - 11 BILLING AND PAYMENT

11.01. The BUYER shall open and maintain at its cost an irrevocable standby
revolving Letter of Credit with any nationalized /scheduled bank, one month in
advance of the date of commencement of GAS supply mentioned in Article 2.01
herein covering the value of 16 (Sixteen) days supply of gas at maximum contracted
quantity as per article 5.01 plus monthly transmission charges / additional
transmission charges payable as per Clause 4.03 in favour of the SELLER and
continue to maintain at its cost the aforesaid irrevocable standby revolving Letter of
Credit for entire period of the CONTRACT. I the BUYER does not open the
imevocable revolving letter of Credit as stipulated above, the SELLER shall have
unrestricted right to, not fo commence the supply of GAS till opening of such
irrevocable revolving letter of Credit. Provided further provision of Article 5.02 shall
continue to be applicable during the period of such discontinuation.

11.02. The SELLER shall raise invoice for the first fortnight covering the actual
quantity at the price of GAS applicable from time to time as defined in Article 10 plus
monthly transmission charges payable as per Clause 4.03 of the CONTRACT. The
SELLER shall raise the invoice for second fortnight for the actual quantity of GAS
supplied subject to the provision of Article 5.02. The invoice for the second fortnight
will have adjustments done for calorific value as provided in Article 10. The SELLER
will raise the invoices for each fortnight and the BUYER agrees to pay the invoices
so raised in full within 3 (Three) working days of presentation of the salid invoice. If
for any reasons, the payment is delayed or any disallowance is made from the
invoice, the SELLER will present the invoice for full payment or for the amount not
paid as the case may be to the Bank against the lefter of credit and draw the
amount. The BUYER will make amrangements with the bank in a manner that in
such an eventuality the full L/C amount gets automatically reinstated.

11.03. In case of any discrepancy/dispute, the BUYER shall lodge a claim with the
SELLER within the period of 14 (Fourteen) days from the date of receipt of the
related invoice. To the extenl the claims admitted by the SELLER, the SELLER shall
issue a credit note in favour of the BUYER and adjust the same in the next invoice to
be raised. The SELLER undertakes to settle the claim of the BUYER within a period
of 30 (Thirty) days from the receipt of such claim, if found acceptable. Failure of the
BUYER to put forward any claim within the time above specified shail be an absolute
waiver of any claim as also the BUYER's right to refer the matter to arbitration.

11.04. The BUYER shall always, during pendency of the CONTRACT, keep a
revoiving Letter of Credit (L/C) operative as stipulated in claLIse 11.02 above. In
case L/C is not operative and payment is delayed an interest at the rate of 249, p.a.
shall be applicable for all delayed payments. Delayed payment means any payment
not received within the period provided in Clause 11.02 above. In case of default in
making payments by the BUYER, without prejudice to other rights under the
CONTRACT the SELLER shall be at liberty to stop supply of GAS without any further
notice and such supplies may not be resumed till all payments are made and L/C
restored. The provisions of Clause 5.02 would be applicable for billing and payment
for the period during which the supply of GAS is stopped on account delayed
payment or L/C not being reinstated by the BUYER.

l\‘\‘\ - vl
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11.05. In case of any doubt or clarification by tne BUYER whether a particular
Cess or Tax or Fee(s) or Duty or Levy or Assessment etc. or any change thereto is
effeclive or imposed, as the case may be, the BUYER shall take-up the matter
direclly with the concermed Central and/or State Governments or locai authority or
any such other body and/or bodies without withholding the payments thereto due to
the SELLER under this CONTRACT and shall inform the SELLER regarding the
decision of such| authorities with documentary evidence. The BUYER shall not make
the SELLER a party to any dispute that the BUYER may have with Centre or State
Governments or!Local authority or any such other body or bodies.
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ARTICLE - 12 TRANSFER OF RIGHTS

12.01 The BUYER may transfer or assign ils rights and obligations under this
CONTRACT to any other associated company or corporation by giving prior notice to
the SELLER of such transfer or assignment provided further all its rights and
obligations under this CONTRACT for supply of GAS shall stand transferred to such
associated company or corporation to whom BUYER transfers its rights and
obligations. Provided further that the BUYER shall first make all payments in full
including interest, if any, before such transfer or assignment, The said assignment
(or) transfer shall be with the prior written consent of the SELLER.

12.02Notwithstanding anything above, the SELLER shall have right to reject the said
assignment (or) transfer of the CONTRACT without assigning any reason. Further, if at any
stage during the period of the CONTRACT, it is found that the assignment (or) transfer of the
CONTRACT of GAS supply is a ‘Sale’ (or) against the spirit of the CONTRACT, the
SELLER shall have the right to stop/suspend the GAS supply and refer the matter to Ministry
of Petroleum & Natural Gas/ Gas Linkage Committee for cahcellation. However, if
assignment (or) transfer is sought during the implementation of activities enumerated in
Annexure II hereto, the matter shall be referred to Ministry of Petreleum & Natural Gas/ Gas
Linkage Committee for decision.
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ARTICLE - 13 ARBITRATION

13.01. The provision of the Arbitration and Conciliation Act,1996 and the rules made
thereunder and any statutory modifications thereof, shall be deemed lo form part of
this CONTRACT.

13.02. Uniess otherwise specified any dispute or difference whatsoever arising out
of this CONTRACT which is not settled by mutual consultations, shall be referred to
a sole arbitrator selected by the BUYER from a panel of three arbitrators proposed

by the SELLER. The venue of Arbitration shall be New Delhi, by whatever name or
status it is called.

13.03. The decision of the sole Arbitrator, shall be final and binding on both parties to
the dispute. The Arbitrator, shail decide by whom and in what proportion all costs
incurred in the Arbitration, including the fees payable to the Arbiirator, shall be borne.
The Arbitrator, may, with the consent of the parties, extend the time from time to
time, for making and publishing his award, as the case may be.

W
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ARTICLE - 14 LAWS GOVERNING THE CONTRACT

14.01 The CONTRACT shall be governed by the Indian Laws, rules and regulations,
notifications, etc. and Courts of Delhi shall have exciusive jurisdiction over any
dispute(s) arising out of this CONTRACT.

ARTICLE - 15 RESALE AND RESTRICTION ON USE OF GAS

15.01. The BUYER shall not be entitied to sell GAS to any other party nor will use it
for any other purpose other than those contemplated in this CONTRACT unless
mutually agreed to in writing by the BUYER and the SELLER.

ARTICLE - 16 PREVIOUS CORRESPONDENCE

16.01. All discussions and meetings held and correspondences| exchanged between
the BUYER and the SELLER in respect of the CONTRACT and any decisions
arrived at therein in the past and before the coming into force of the CONTRACT are
hereby superseded by the CONTRACT and no reference of such discussions or
meetings or past correspondence will be entertained by either the SELLER or the
BUYER for interpreting the CONTRACT or otherwise.

ARTICLE - 17 AMENDMENTS

17.01 Any amendment to any of the clauses of the CONTRACT will be proposed
and sent in writing to the other party proposing such amendment and if both the
SELLER and the BUYER agree to such amendment then the same shall be
incorporated in the CONTRACT and shall become binding on the parties as such
from the date the agreement is reached unless otherwise agreed to.
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ARTICLE - 18 INDEMNITIES

18.01. The delivery of GAS being a continuous process, once the GAS passes the
point of delivery, the BUYER shall be deemed to be in exclusive possession and
control of the said GAS & fully fiable and responsible for its arrangements,
appurtenance and properties. Accordingly the BUYER covenants and agrees to fully
protect, indemnify and hold the SELLER, its employees, agents and successors and
assigns harmless against any and all claims, demands, actions, suits, proceedings
and judgements and any and all liabilities, costs, expenses, damages or losses
growing out of ar resulting from or incidental to or in connection therewith which may
be made or brought against the SELLER whether by the BUYER, its employees,
agents or successors and assigns or by third parties on account of damages or injury
to property or person or loss of life resulting from or arising out of the instaliation,
presence; maintenance or operation of the intake arrangements, appurtenances and
properties of the BUYER or others relating to the possession and handling of any
GAS supplied and further defend the SELLER at BUYER's sole expense in any
litigation involving the SELLER.

18.01(a) Provided further the BUYER shall continue to maintain, install and operate
all such equipments/appurtenances for the safety of the operation of its gas pipeline
and plant from the point of delivery in its premises as are applicable under relevant
safety code(s)/standard(s). The SELLER shall have free access to such
information(s) of the BUYER's facilities.

18.02. Likewise, before the point of delivery the SELLER shall be in control and
exclusive possession of GAS and shall be fully liable and responsible for its
arrangements appurtenances and properties. Accordingly the SELLER covenants
and agrees to fully protect, indemnify and hold the BUYER, its employees, agents
and successors and assigns harmless against any loss or damage and all claims,
demands, actions, suits, proceedings and judgements and any and all liabilities,
cost, expenses, damages or losses arising out of or resulting from or incidental to or
in connection therewith which may be made or brought against the BUYER whether
by the SELLER, its employees, agents or successors and assigns or by third parties
on account of damage -or injury to property or person or loss of life resulting from or
arising out of the installation, presence, maintenance, or operation of the supply
arrangements appurtenance and properties and GAS Metering Station of the
SELLER and the possession and handling of any GAS received and further defend
the BUYER at SELLERS's sole expense in any litigation involving the BUYER.

18.03. The SELLER shall be totally responsible for all insurance coverage relating to
person, third party, the GAS supply etc. upto the point of delivery of GAS. Likewise,
the BUYER shall be responsible for the above from the point of delivery of GAS and
thereafter.
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ARTICLE- 19 CONSENT

The BUYER hereby expressly declares and admits that the above provisions have
been read and understood tc their satisfaction and is executing this CONTRACT out
of their free will and consent.

ARTICLE -20 ADDRESS OF PARTIES

20.01. The address of the pariies hereto unless changed by written notification to be

given atleast 15 days in advance by registered letter prior to proposed date of
change, shall be as follows:

THE SELLER
Executive Director (Mktg & Plg)
Gas Authority of India Ltd.
16,Bhikaiji Cama Place,
NEW DELHI - 110 066

THE BUYER Managing Director

M/s Vemagiri Power Generation Limited
Plot No 62, Road No 3,
Banjara Hills, Hyderabad-500034(A.P)

IN WITNESS WHEREOF the parties hereto acting through their. properly constituted
representative have set their hands to cause this CONTRACT signed and executed
for and on their behalf:

WITNESS FOR & ON BEHALF OF THE{$

0 § Piannin
of India E’td.

WITNESSES FOR & ON BEHALF OF THE BUYER
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ANNEXURE - |

SPECIFICATION OF GAS.

The GAS shall hava the following limits of composition at the delivery point:
i) Methane : Not less than 75% by volume

ii) Other Gaseous Hydrocarbons : Not more than 20% by volume

ili) Non-combustible gases other than  : Not more than 8% by volume
Hydrocarbons including Nitrogen,
Carbon-dioxide.

iv) Total Sulphur content as H2S : 10 ppm vol. (Max)

v) Moisture content : No free water will be present

'
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ANNEXURE — il

Activity
Purchase of Land/Site Development
Placement of Order for Equipment’'s

Completion of Main Civil Works and
Erection

Commencemesent of Drawal of Gas

Date
31.07.2002
31.12.2002

31.8.2004

31.12.2004
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No:b-:2015/3/94-cp
Guvernmenkt of Indla
Hinir Ty of Potroleum and Natural Gas

New Delhi; pated: September W3 A

To.,

1 shri C.R. prasad,
Chajrmarn and Managing Diructor,
GAIL,

Hew Delhi.

2. ghri B.C. Bora.
cChairman and Managing Director

QONGT,
= Delbi

3 Shri N.N. Gogcli,
Chairman and Managing

OIL,
New Delhi.

N

Oirector,

Sub: tfratural Gas Prices.
: -
.

Sir,

‘o state that' in supersession of all previcus
ent of India on the above subject., tre
been revised as follows w.e.f.

i am directed’
letters of the CGovernm
prices of natural ¢3S have
1 297
r price of

From Octcher . 1997 to March 3, 2000, the consume
f a basket

s at landfall points would be linked to the arfce ©
Sf LS/HS Fuel 0ils 25 chown in the table pelow: -

2.aqge of LS/HS FO Price

i.

Gen=:al fFrice Concessional price for the

Year
Horth-Eastern states
n — e — ® & — .
1997-98 5% 30%
.1993—99 £S% 40%
1999-2000 5% 45%
___'.._—.——-'—'.__w-l—__'____——_—_-_ _—-—l-—__- —-'___—_-_—_‘—-_-— e
I pe determined and notified oY GAIL'wiLh the
the

ii. The price wou | !
approval of the #:.istry [°r svery quarvter dapanding upol
nre s

average price of tii2 basket of Fuel Oils base!l on the f[1
rom Platt's: quarter Q[hz

-

obtqiqgg_f ; Oilgram for tle previous

hay
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genaratl price would vary b

andWEY a0 R Y etween tha floor price uL fla.2150/MCM
Lhe seiling price o R3.28%0/MCM and the concessfional price
for the North-Eastern ¥T P

E N States would have a floor price ot
Rs.1200/MCM and the ceiling price of Rs.1700/MCM. A discount of
R3.300/MCM would also be avai

Nortw-East on a chge to case

'un@ts in the North-Eastern States set up during
--1937-2002 for a period of five years. Clarifications/guidelines

regarding the marfner of fixation of the gas price would be issued
Scparately by this Ministry. ;

iii. The consumer Price of gas as above would be linked to a
calorific value of 10,000 kilo caluries/cu.mtrs. The existing
linkage between Price and calorific Yalue would be retained t4l1
gas prices can be denominated in terms of calori

iv. The consumer pPrice of gas will be reviewed =t the end of the
first three years {1997-2000) with a viéw to achieving 100% Fuel
Qil parity prices over the 4th and Sth years,

V. ~ONGC/OIL/GAIL is permitted to sell

1solat2d fields to be developed in future
prices.

gas from marginal
. at market driven

-

vi. Over the period Qctaber 1, 1927 to March 131, 2000, the
transportation charge payable to GAIL along.the HBJ pipeline
would be Rs.1150/:CM. The Lransportation charge will increase by
1¥ for every 10% increase in the consumer price index. This
increase will be paid to GAIL out of the Gags Pool Accont. The
transportation charge will be linked to the calorific value of
3500 k zal/cu =tr. till such time as it could be lenominated tn
terms of calories. The transportation charge wil! be reviawed
after years. s :

-
™~
-

vii In addition to the price as fixed above, the :transportat:on
charges and royalty, taxes, duties and other statutory levies on
the production, transportation and sale of natural gas will be
‘payable by the consumers,

viii. Out of the consumer Prices collerted by GAZL, GAIL will
retain the amount required to pay for the highar cost of gas
purchased from the JvCs. n B

ix. An amount of Rs.250 crores per vear will also be deducted by
GAIL from the consumer prices collected and the same shall be
Credited to tha Sas Pool Account to continue to -onpensace OIL
for csncessional gas price in the Morth-Eas: to continue
providing 2 marketing margin to GAIL, to compensat: GAIL/OIL fuor

increaasas in the operatiug cost on account of inf.aticen and fo

T
utilisacien on R&D for exploration and exploitazion ¢f s-altl
Eiglds. Any balance amount lefrt in the Gas Poo! Acccunt afrer
taking care of the above raquizements would be tra‘sferrad to e
Lantral Exchequer. For the purposa of cowmpean

sating OIL for

soncaessional gas price in the Morth-Ease iucer price of
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OIL will be Rs.1300/MCM which will be increased by 1% fcr e
10% charge in the consumer price index. The Gas Prnol! Account
he Adaininravasd by a Copltderns with the (Sl inwing . cuirrns

AdSKECA, Minintiy ef Petrolewn and Haturadl Z3g - Chasr-an

Js{Exploration), Min. of Petroleum and !liazural Cas - Member

Director ({l'ztural Gas) Min. of Petroleun and iiatural Gas - {‘en

. GAIL snall pass on to ONGC and OIL in proportion to the
supplied by them, on a net back basis the entire procesds
sales of gas of ONGC and OIL, after making deductions under pa
(viii) & (ix) abcocve. -

xi. The Qroducer price_ of gas payable to ONGC/OIL w.e.
1.1.1996 till 30.5.1997 will be Rs.1650/MCHM. The increment
pe paid cut of the Gas Fool Account.

xii. Contractual issues relating to the gas supply contract
GAIL including minimum guaranteed offtake, penalty for ncn-supg
etc. will be reviewed by the Ministry of Petrolst= and Matur
Gas in consultation with the Gas Linkage Committee. -

2. Any provis‘ions-of the earlier gas pricing orders n
specifically revised above will continue to be in force.

*s

3 Kindly acknowledge receipt of this letter.

Yours fai thfully,

{I.S..,.N?‘ Prasad)
Deputys-: S,écrc_at'ary (NG
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AMENDMENT AGREEMENT TO THE POWER FURCHASE AGREEMENT
,FOR THE GAS BASED POWER PROJECT OF 370 MW
AT VEMAGIRI, EAST GODAVARI DISTRICT

This Amendment Agreement is eatered into to amend the Power Purchase Agreement
dated the 31" day of March 1997, at Hyderabad on this day of 18™ June, 2003 (here in after
referred (o as “this agreement™).

BETWEEN:

R Transmission Cotporation of Andhra Pradesh Limited constituted under the section i3 of
Andhra Pradesh Electricity Reforms Act, 1958 (Act, 30 of 1998) and successor to erstwhile
APSEB (hereinafier referred to as “Board") and having its office at Vidyut Soudhs, Hyderabad -
500 082 {hereinafier referred to as the *APTRANSCO” which expression shall, unless repugnant
10 the context or meaning thereol’ include its ssccessors and assigns), as Party of the first part,

snd
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2 M/s Vemagiri Power Generation : Limited (VPGL), a company incorporaied under
companies act, 1956 and having its Corporate Office at Skip House, 25/1, Museum Road,
Bangalore - 560 025 (hereinafier referred to as the “Company” which expression shall, unless
repugnant 1o the context or meaning thereof inciude its successors and assigns}, as Party of the
second part;
}

3 Whereas, the Government of Andhra Pradesh (hzre in afier called “GOAP") announced a
policy for attracting private sector investments in power sector and i line with the Govemnment
policy, the erstwhile Board invited bids for short gestation power projects. M/s Nippon Denro
Ispat Limited (Now Ispat Industries Limited), participated in tenders and submitted 2 bid lo
design, finance, construct, complete, own and operate a liquid fucl based power station of 468
MW capacity at Vemagiri, East Godavar District in Andhra Pradesh, India. The!erstwhile
Board accepted the bid by M/s Nippon Denro Ispat Limited (Now Ispat Industries Limited) and
they were selected by the erstwhile Board and duly approved by the GOAP to establish the said
Power Project.

4, Whereas, M/s Nippon Denro Ispat Limited (Now Ispat Industries Limited) incotporated a
new company under the Indian Companies Act, 1956 with the name *'"M/s Ispat Power Limited,
with its Registered Office at Ispat House, BG Kher Marg, Worli, Mumbai to develop, finance,
construct, complete, own and operate the Project, to execute 468 MW Project at Vemagiri and
this newly formed company accordingly entered into PPA signed on 31,3.97.

s. M/s Nippon Denro Ispat Limited {Now Ispat Industries Limitzd), who originally received -

the Letter of Intent to setup the Power Project, have fumished to the APTRANSCO
Relinquishment deeds, relinquishing their rights, cleims and demands in the ijFct to be
established at Vemagiri, Accordingly M/s Ispat Power Limited, the Generating Company who

signed PPA on 31.03.1997 will develop, finance, construct, complete, own and operate the 468
MW Project at Vemagiri.

6. Whereas, M/s Ispat Power Limited proposed 1o develop, finance, construct, complete,
own and operate the Project and agreed to sell the éapacity and energy generated by the Praject
to the erstwhile Board and the erstwhile Board agreed to purchase such capacity and energy in
:z_qgoldancc with the terms and conditions of the Power Purchase Agreement.

7 Whereas, M/s Ispat Power Limited resolved o change their name as M/s Vemagiri
Power Generation Limited and substituted their new rame and registered the change of name
with the Registrar of Companies, Mumbai duly submiitting the resolution as required.

8, Registrar of Companies vide cerificate No.11-104977 dated 11.12.98 issued a fresh
ceriificate of incorporation No.11-104977 on the name of M's Vemagiri Power Generation
Limited.

9} Whereas, Central Electricity Authority, New Delhi vide Lr.No.F.No.2/AP/61/96-
PAC/368-391, dated 14.1.99 accorded Techno Economic Clearance for the 492 MW Combined
Cycle Power Plant of the Company at an estimated compleied cost of US § 248.020 Million +
Rs.638.223 Crores at a foreign exchange rate of Rs.42.C perUS§.
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10.  Whereas, consequent to change of name M/s Ispat Power Limited| requested
APTRANSCO to correspond in the name and style of M/s Vemagiri Power Generation Limited
(bercinafler referred to as “Company™). M/s Ispat Industries Limited subsmitted an' Indemnity
Bond indemnifying APTRANSCO that in the event of faiiure on the part of M/s Vemagiri Power
Genetation Limited to adhere to all or any of the conditions contained in the Letter of Intent
together with PPA, they shall be held liable for any consequences of non-fulfillment of the
condilions. M/s Vemagiti Power Generation Limited gave an Undertaking Bond stating that
they shall undertake and complete thz scheme as per the terms and conditions set by the
APTRANSCO in LOI and as per conditions in the PPA entered into by M/s Ispat Power Limited.

M/s Vemagini Power Generation Limited requested APTRANSCO and GOAP o recognize the
new narme.

1. Whereas, GOAP in their letter No.6641/Pr.1/1/96 dated 15.10.99 accorded approval for
change of name of the Company from M/s Ispat Power Limited to M/s Vemsagiti Power
Generation Limited under section 15{A} of Electricity Supply Act, 1948 with the|terms and

conditions governing the original award of power Project anc obligations of IPP under PPA
remaining unaltered.

12, Whereas, M/s Vemagiri Power Generation Limited in their letter dated 2.5,2000 (o the
Government of Andhra Pradesh stated that they confimn their acceptance to match the terms
applicable to Gautami Power Limited with respect ta capacity charge, FDSC, OFC, repayment

period, station heat rate, incentives and other benefiis and requested the GOAP to recommend 1o
GOI for allotment of Natural Gas,

GOAP in letter dated 19.5.2000 communicated that since M/s Vemagiri Power
Geaneration Limited sgreed to match the terms applicable to Gautami Power Project with respect
lo capacily charge, FDSC, OFC, repayment period, station heat rate, incentives [and other
benefits, it was agreed to accept the affer of M/s Vemagiri Power Generation Limited and 1o
recommend fer allotment of Gas to GOIL.

13.  Whereas, Ministry of Petroleurn & Natural Gas, GOL in letter dated 5.5.2000 has

Allocated 1.64 MMSCMD of Natural Gas from KG Basin on fim basis to M/s Vemajiri Power
Generation Limited.

14.  Whereas, GOAP advised developers either to restrict theis plant capacity according to the
Gas allotied or to execute the project in rwo stages with available Gas and balance capacity afier

the additional gas allotment or to join with some other project/Gas aliottee and implement the
project as per Gas availability,

15.  Whereas, M/s Vemagiri Power Generation Limited has chosen the second option to
execute the project in two Stages as per Gas availability as below:

Stage | - 370 MW with available Gas of 1.64 MCMD
Stage I1 - 150 MW afler obtaining Gas
For vayssm POWER ?ﬁ to.
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Whereas, the GOAP through their letter dated 15.12.2000 have allowed the Company to
implerment the Project in two stages of 370 MW in stege § and 150 MW in Stage II.

Whereas, it is the responsibility of the developer to secure the additional gas req_uired' for
Stage I of the Project with a capacity of 150 MW. The permission to proceed with Stage II of
the Project will be given by GOAP, only after the developer gets the required 100% gas
allocation and the implementation schedult: of Stage II of the Project approved by APTRANSCO
with reference to its load requirements and evacuation facilities to be in place.

Whereas, the GOAP in letter dated 8.1.2001 permitted the Company undezsectian 18(A)
of the Electricity (Supply) Act 1948 to establish operate and maintain 520 MW Gas based Power
Project to be implemented in two stages near Vemagiri, East Godavari District in Andhra
Pradesh State. :

16.  Now whercas, M/s VPGL in letter dated 3.10.2001 intimated that the GMR Group and its
Associates have now joined this Project as strategic investors and developers. The proposed
equity holding in the Project is as detailed below:

GMR Group and ils Associates - 63%
Ispat Group and ils Associates -- 37%

17.  Now the Amendment Agreement to Power Purchase Agreement is for the capacity of
370 MW project under Stage I. However, all commercial terms and conditions governing Siage
[ of the Project shall be the same as per terms and conditions of this Amendment Agreement.

18.  Draft Amendment to the PPA was sent to APERC for consent under section 21(4) of
APER Acl, 1998 on 5.122001. APERC conducted public hearing on 19.12.2002.
APTRANSCO submitted its remarks on the objections raised during the public hearing, IAPERC
issued consent to the Draft Amendment o the PPA vide its order dated 12.4.2003 for stage-! of
capacity of 370 MW,

19.  Now therefore, it is agreed between APTRANSCO and the Company that this
Amendment Agreement to the Power Purchase Agreement dated 31.3 97 is entered as detailed
hereunder: :

(3)  The Power Purchase Agreement dated 31.3.97 shall stand amended as indicated in the
attached Annexure,

{b)  All other terms and conditions of Power Purchase Agresment dated 31.3.97 and all other
obligations of both the parties shalf be binding on both the partics and are effective from
the date of this Amendment Agreement dated the 18" day of June, 2003,
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IN'METNESS whereof this Amendment Agreement 1o the Power Purchase Agreement is
executed 'y dhe parties hereto, on the day, month and year herein above writien through the
hands of.

For and on behalf of
TRANSMISSION CORPORATION OF ANDHRA PRADESH LIMITED

WITNESS: P. &, ;I r:-.-usl.?ﬁé'aj
/\3‘5\0} Eir;c:m [Commarei| ',. b P =t
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2)

. For and on behalf of
M/i VEMAGIRI POWER GENERATION LIMITED
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AMENDMENT AGREEMENT TO POWER PURCHASE AGREEMENT

FOR THE GAS BASED POWER PROJECT
OF 370 MW AT VEMAGIRI, EAST GODAYARI DISTRICT

BETWEEN

EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH

LIMITED
AND

SOUTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH

LIMITED

AND

CENTRAL POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH

LIMITED

AND

NORTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH

T

LIMITED

AND

M/s VEMAGIRE POWER GENERATION LIMITED

Dated 02-05-2007
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n ANMENDMENT AGREEMENT TO THE POWER PURCHASE AGREEMENT
; FOR THE GAS BASED POWER PROJECT OF 370 MW
AT VEMAGIRL EAST GODAVARI DISTRICT
;.’.'

his Amendment Agreement is entered into a: Hyderabad on this 2™ day of May
007 to emend the Power Purchase Agreement dated the 31* day of March 1997 (as
mended by the Amendment Agreement to the Power Purchase Agreement dated
ine 13, 2003,‘) (hereinafter referred to as the “Amendment Agreement™),

ETWEEN:

Eastern Power Distribution Company of Ardhra Pradesh Limited, constituted
under the sub-section (6) of section 23 of Andhra Pradesh Electricity Reform
Act, !?98 (Act, 30 of 1998) and having its registered oftice at Sai Shakthi
Bhavan, Near Saraswathi Park, Vishakhapatnam -- 330 020 (hercinafter
B referred ta as "APEPDCL”), Southern Power Distribution Company of
Andhra Pradesh Limited, censtituted undar the sub — section (6) of section 23
of Andhra Pradesh Elect-icity Reform Azt, 1998 (Act, 30 of 1998) and having
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its registered office at H.No. 193-13 (M), Upstairs, Renigunta road, Tirupathi
= 517501 (hereinafter referred to as “APSPDCL"); Central Power
Distribution Company of Andhra Pradesh Limited, constituted under the syb-
section (6) of section 23 of Andhra Pradesh Electricity Reform Act, 1998
(Act, 30 of 1998) and having its registered office at H.Ne. 11-64-660, 3"
Floor, Singareni Bhavan, Khairatabad, Hyderabad- 500 004 (hereinafter
referred to as “APCPDCL"); Norhem Power Distribution Company of
Andhra Pradesh Limited, constituted under the sub-s=ction (6) of section 23 of
Andhra Pradesh Electricity Reform Act, 1998 (Act, 30 of 1998) and having its
registered office at H.No. 1-1-503 & 504 Opp. “NIT" Petro} Pump,
Chaitanyapuri, Hanamionda, Warangal - 506004 (hereinafter referred to as
“APNPDCL™) (hereinafter each of APEPDCL, APSPDCL, APCPDCL and
APNPDCL are, as the context may require, individually referred to as
“APDISCOM" and collectively referred to as the “APBISCOMS" which
expressions shall, unless it be repugnant to the context or meaning thereof
include its successors and assigns), as parties of the first part, and

2 M/s Vemagiri Power Generation Limited, a company incorporated under
companies act, 1956 and having its Corporate Office at Skip House, 25/|,
Museum Road, Bangalore — 560 025 (hercinzfer referred to' as the
“Company” which expression shall, unless repugnant 10 the context or
meaning thereof includ= its successors and assigns), as party of the second

part.
Recitals
L. Whereas, the Company had entered in a Power Purchase Agreement dated

March 31, 1997 which wes amended on June |8, 2003 by the Amendment
Agreement to the Power Purchase Agreement,

2, Witereas, the rights and obligations of Transmission Corporation of Andhra
Pradesh Limited, a body constituted under the section 13 of Andhra Pradesh
Electricity Reforms Act, 1998 (Act, 3D of 1998} ara successor to erstwhil:
Andbra Pradesh State Electricity Board and having its registered office ut
Vidyut Soudha, Hyderabad -3500 082 (hercinafer referred 1o |ng the
“APTRANSCO™) under the Power Purchase Agreement dated Ma h 31,
1997 and the Amendment Agreement to the Power Purchase Agreement dated
Junz 18, 2003 (hereinalter Power Purchase Agreemeat dated March 3 i, 1997
and the Amendment Agrecment to the Power Purchase Agreement dardy June
18, 2003 are collectively rcferred 1o as the "PPA”") nave been transferred 1o
the APDISCOMS pursuant to a transfer scheme formulated by the
Government of Andhra Pradesh ard issued vide the notification bearina
number [G.0.Ms No.33 Energy (Power-i11), dated 07-06-2005] by the Ereray
Depariment, Governmen: of Andhra Pradesh as published in the Andhry

radash Gazelte on June 3, 2005 (hereinafier the notification is referred 1o as
tie “Third Transfor Schame™).

iR W hereas, the APDISCOMS have agreed (0 discharge
APTRANSCO under the 2PA as providad here
Ihird Transfer Scheme.
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4, Whereas, the parties are desirous of amending the PPA on the terms and
conditions set forth herein and in terms of the Third Transfer Scheme, The
proposed amendments duly initialed by APDISCOMSs and tl}e Compeny and
submitted to Andhra Pradesh regulatory Electricity Commission {APERC) on
6.6.2006 for consen:, APERC conducted public hearings on 17.7.2006 and
27.7.2006. APDISCOMs submitted responses/clarifications on the objections
raised before and afier public hearings. APERC issued consent to the
proposed amendments and subscquent modifications vide its orders dated
30.12.2006 and amendment order dated.30.03.2007 in O.P.No, 19 of 2006,

NOW THEREFORE, in consideration of the foregoing premises and for other good

and valuable consideration, the receipt and adequacy of which are hereby acknowl-
edged, the parties hereto agree as follows:

1. In terms of the Third Transfer Scheme, APDISCOMS confirms and aprees
that the APDISCOMS shall be deemed for all purposes to be a signatory to the
PPA with the same force and effect as if APDISCOMS had been original
signatories thereto, and the APDISCOMS agrees to be bound by all terms and
conditions thercof and discharge all abligations thereunder and hereunder,

2! The \parties acknowledge and agree that the APDISCOMS have replaced
APTRANSCO in all respects with regard to the PPA and shall execute such
other or Turther documents and / or take such sleps, as are necessary and / or
incidental, in order t3 give full and complete effect to such transfer of

contracts, deeds, agreements and other instruments of whatever nature (o the
APDISCOMSs,

Subject to Clause 2 hereof and pending the exccution of such other or further
documents as envisaged under Clause 2 hereof, the parties hereto are en

tering
into this Amendment Agreement to the PPPA as detiled hereunder:

(2) | The PPA shall stand amended cs mentioned hereunder and as indicated
in the auached Annexure amached hereto, which Annexure shall
constitute an integral part of this Amendment Agreement,

(2} The PPA shall siznd meditiad or amended to the extent provicded
hevzin. All other terms and conditions of P24 and alt otier oblizations
ot the parties shall continwe to be binding on the partics. This
Amendment Agrzement and the PPA shall together constitute one and
it same agrzement and the provisions of this Amendmem Agreement
shail form an intzzrl pant of the PPA. However, notwithstanding tae
fo-2going, should any provisicas of tiis Amendment Agreement be ot
variance or in contlict with any of the provisions of the PPA, th:
provisions of 17's Amendment Agreement shall prevail. _
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IV WITIVESS, whereof this Amendment Agreemen;

is executed by the parties
hereto, on the 2 day of May 2007 herein above written th

rough the hands of,

For and on behalf of

EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LTD

For and on|behalf of
HRA PRADESH LTD

TNV 2

CHIz: GENERAL MANAGER
i30T S APSFLLL
Lo 3ATIL

For and on behalf of
A\ PRADESH LTD

' '! pd

SOUTHERN POWER DISTRIBUTION COMPANY OF AND

CENTRAL POWER DISTRIBUTION COMPANY OF AND

L. 1\!-%3;;\.'-1.\1‘1!'4!.”
Chizf Gxneral Managar (Comml)
APCPDCL, Redhitls,

YRR B
NORTHERN POWER DISTRIBUTION CONPANY OF AN DHRA PRADESH LTo
o, e i
WITMESS: Todele
A B L A Py .
1) R S T st

i

ol I"'f_'_-l-b'a':f_’
'Do._.‘ﬂ--—______l-u -

) L33 A ADHANA Zaip

“f1)c

For and on behalf or
M VIEMACIRI POWER CENERATION Ll';\'lI'I'ED
VWVITNESS:
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ANNEXURE

AMENDMENT AGREEMENT BETWEEN APDISCOMS AND M/s VEMAGIRI
POWER GENERATION LIMITED TO AMEND THE POWER PURCHASE
AGREEMENT DT.31.3.4997 AND AMENDMENT AGREEMENT DT.18.6.2003

SL
No

PPA
CLAUSE
REF,

EXISTING PROVISION

PROPOSED AMENDMENT

1.1.27

Fuel: means Natural Gas Ihat is
intended to be used as primary fuel by
one or more units of the Projact to
genarale power from the Project or in
case of unavailability of primary fuel,
Naphtha or row Sulphur heavy stock
and the like =5 alternate Fuel.

a) [intentionally left blank]

Fuel: means Natura) Gas only.

a) [Intentionally left blank]

1.1.44

Plant Load Factor or PLF: means the
ratio, lexpressed as a percentage, of
the number of KWH of Cumulative
Available Erergy in any Tarifi Year
arrived at as per Ariicle 5.2(c) and as
compuled at the generator terminals in
accordance with Schedule D less
energy urits equivalent to 5% of the
installed capacity of 370 MW, which
works| out to 162.06 million energy
units (kWhn) at Generator lerminals to
the maximum KWH of energy that
could thecretically be generated by the
Project during that Tariff Year based on
8760 hours multiplied by the Installed
Capacity, computed at the generator
lerminals, provided Ihal if the PLF as
computed is negative number, then
PLF shall be raken as zero,

Plant Load Factor or PLF: means the ratio,
expressed as a percentage, of the number of
KWH of Cumulative Available Energy in any
Tariff Year arrived at as per Article 5,2(c) and as
computed at the generator lerminals in
accordance with Schedule D less Committed
incentive Energy expressed in KWH to be
supplied by the Company in accordance with
Article 3.2(A) to the maximum KWH of energy
that could theoretically be generated by the
Project curing that Tariff Year based on 8760
hours multiplied by the Installed Capacity,
computed at the generator terminals, provided
that if the PLF as computed is negalive numbar,
then PLF shall be taken as zero.

1.1.54

Schedule Date of Completion:
Mleans, the fcllowing dates with respect
to each Generaling Unit,

Scheduled Data of Compietion:.means, the

following dates with respact lo each Generaling
Unit.

i Unit Scheduled Date of Unit Scheduled Date of Campletion
j Campletion {3D0C) (SDOC) from the dat= of signing
! {roin the date of of Amandmeant Agreemant
i : sigaing of Amzndment daled 18.8.2003

| Agroemant anrn

g Gas 28 months T C?;h SE0% 2008

: Turbina SN

; (FIfSt i (Fafst Unil)

: Sy ' Comined 31.03 2003

_Steam 31 ronths | Cyeie

: Turbing ; (Last Unity

1 {Last I

1 » +

; Unit) i
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PPA
CLAusSE
REF,

SL
No

EXISTING PROVISION

PROPOSED AMENOMENT

-

Note 1 : The COD of the project shall
have been achieved in ali respects by
the SDOC of the Praject, In case the
Project COD is not achieved within 90
days from the date of COD of the first
Generating Unit, the charges payable

will be combined cycle 2nergy charges
only.

Provided that the Schedulad Dale of
Completion of the last Unit shall be
extended day for day for any delay
directly arising from (i) a Force Majeure
(Article 10.4) (i) APTRANSCO Default
or failure of the APTRANSCO to
complete the Inter Connaction Facilities
three (3) months before the Schaduled
Date of Completion of tha first Unit,

Explanation: incase ol a delay in
achieving the Scheduled date of
completion of the last unit the
Company shall pay as liqu:dated
damages to the APTRANSCO, a sum
equal lo Ra, 50,000 per day for the first
one hundred and eighly {180) days of
delay and Rs. 3,50,000 per day lor
delays in excess of one hundred and
glghty (180) days, for each 100 MW of
capacily or any part thereof, payment
for which shall ba due thirty {30) days
from the Scheduled Date of Completion
of the iast Unit and avery thirty (30)
days thereafter or if earlier upon tha
lermination of this Agreement provided
for hereunder,

i hareunder

Note 1 : The COD of tha Project shall have
been achieved in ajl respects by the SDOC of
the Project. In case the Project COD is not
achieved within 90 days [rom the date of COD
of the first Generating Unit, the charges payable
will be combined cycle energy charges only.

Provided that the Scheduled Date of
Completion shail be extended day for day for
any delay directly arising from (i) a Force
Majeure  (pravided in | Article 10.4) (i)
APDISCOMs Default or fallure of the
APDISCCMSs to complete the inter Connection
Facilities three {3) months before the Schedu:ed
Date of Compiation of the first Unit {iii) non-
availabllity of Fue! for commercial operation il
31.3.2008 (iv) tima required for commissioning
as per the construction schedule of the Project
due lo non-avaiability of Fual,

Explanation: in case of g delay in achieving
the Scheduled Date of Completion of tha |ast
unit, the Company shall pay as liquidated
damages 0 the APDISCOMS, a sum equal lo
Rs. 50,00¢C per day for the first one hundred and
eighty (180) days of delay and Rs. 3,50,000 per
day for delays in excess of one hundred and
eighty (180) days, fo- each 100 MV of capacity
or any pait thereof, payment for vihich shall be
due thirty (30) days from the Schaduled Date of
Completion of the last unit and every thirty (30)
days theraafter or, if earler, upan ke
termination of this Agreement provided for

|

|
.
L i

Sale & Purchase of Capacity:

:From  and  aftar  the Commerc:al
| Operation Date of the first Generating
Unit, subject to the provisions of this
Aieament, the Company shall sall,

Sale & Purchase of Capacity:

From and zfter the Commercial Oparation Date
of the first Generating qut, subizct to ths

13
provisions of :his Agreement, ti= Cempany

shall sell, a-d the APDISCOMSs shail purchase,

and the APTRAMSCO shall purchasz,
‘or the considaration of the Capacity !
: Crarge, all the available capacily of tha |
! Project. ,
| Meta: in case the Projact COD oceurs Il

beyond ninety days of the COD of Un. !
t 1. the Capacily Charge payable sha)
| b= limitad to ninaty days only from tha ,

for tha considerztion of the Capacity Charga, ail
lne availabie caoacity of tha projact limitzd to
Installed Capacily of 370 M.

Mota: In case the Projact COD occurs beyonc
nicaty days of COD of Unit 1, th2 Capacity
Charge payable shall ba limited ta ninety days
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G0 off nit 32 Notwithstanding anything lo the contrary
contained in this Agreement, the Company shall
not be required to or obligated in any manner
whatscever o sell or olherwise provide (o
APDISCOMSs any capacity over and above the

installed Capacity by the Project at any point of
time during the larm of this Agreement. The
Company shall be free to dispase off capacity
nol excaeding 17.625 MW (the “Excess
Capacity') over and above the Installed
Capacity to any third parly as it deems fit,
without requiring any further approval from
APDISCOMs for disposal of excess capacity.

Provided this disposal of Excess Capacily shall
be subject to

{a} The Company complying with all applicable
laws, rules and regulations made there
undey;

(b) The Company shall not declare Excess
Capacity to third party without providing an
Avallability Declaration up to installed
capacity to the APDISCOMS; and

(c) The Company shall always inform along
with Avallability Ceclaration the capacity
committed to third party out of the Excess
Capacity for each Settlemnent Pariod,

(=00

3.2

, #stimated in accordance with Adticle
i 5.2{b) for purposes o’ monthly billing|
and adjusted pursuant ‘o Aric'e 5.2 {c} |

Caomputation of Capacity Charge
The Capacity Charge wili te tha sum of
the following amouns. in Rupees,

for 2ach Tariff Year, and subject in
ethar case to the Imration that the

total of such amournts shall not axcaad
an amount corraspondinrg to a PLF of
30%.

it Foregn Debt Service Charga

' {FDSC) of USS ¢.006 {USS zero paint |

2300 (Zaro sy par unit of Cumulatiyza |
Azailable Energy payable in rupeesl

providec

Computation of Capacity Charge

The Capacily Charge will be the sum of the
following amounts, in Rupees, estimaled in
accordance with Arlicle 5.2(b} and 5.2 (e) for
purposas of monthly billing and adjusiled
pursuant to Articla 5.2 {c) for each Tariff Year,
and sutrzct in either case fo the limitation that
tha lotai of such amourts skall not exceed an
amount correspending to a PLF of 30%

{t) Foraign Cabt Service Charge {(FDSC) of USS |
0.003 [U:3S zero point zero zaro six) per unit of |
Cumulative Available Energy payable in rupees |
convared al tha Currert Rate of Exchange, |
that such Forsign Dabt Service

coiverted at the Current Rate of | Charge shall be payabla only in r2spect of the i
Exchengz, providad that such Foroign | peticd 2nding on tha 11" ({ciaventh) annual

Cebt|Sersice Charge shall be payable !
snly in respect of she period anding on !

anniversary of the COD of the iast Generating
Unil.
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the 11" (efeventh) annual anniversary
of the COD of the last Generaling Unit.

(i) Other Fixed Chargas {OFC) of Rs.
0.899 (Rupees zero point six nine nine)
per unit of Cumulative Availzbla Energy
which shall be fixed for the term of this
Agreement,

Provided that the shortfall, if any, in payment of
FDSC per unit on account of unavailability of
Fuel till 31.03.2008 or fill such a later date,
when full availability of natural gas of 1.64
MMSCMD is available for a full month for tha
first time shall be paid to the Company in the
Tarilf Years immediatety succeeding thg 11"
{eleventh) amual anniversary of the COD of the
last Generating Unit till such time that a shortfali
in FOSC, on account of such unavailability of
Fuel, is recovered by the Company.

Such payment shall be made for aggregate of
shortfall in Energy Unils {(KWH) for the period
upto 31.3.2008, or il such 3 Iater date, when
full avaitability of natural gas of 1.64 MMSCMD
is available for a full month for the first time, by
which the PLF is lower than 80% on account of
unavailability of Fuel.

(i) Cther Fixad Charges {OFC) of Rs, 0.699
{Rupees zerc point six nine nine) per unit of
Cumulative Available Energy which shall be
fixed for the term of this Agreament.

3.2(A}

The Company shall suaply in a Tariff
Year (after Project CO0) at tha
Generator  terminals energy unils
equivalent to 5% of the instalied
Capacily of 370 MW, which works out
to 182.06 million units ever and abave
the PLF of 80% io the APTRANSCO
(hersinafter referrad 1o as tha
*Committed Incantive Erergy").

APTRANSCO shall deem the initial
anergy units deliverad by the Company
subjact to a maximum of 2nergy units
equivalent to 5% of the instatied
capacity of 370 MW, which works out to
152.08 milllon units in a lariff ‘faar
{sfar Project CCD) at the Genaralor

isrminals as the Commitiad {ncentiva
Eneigy.

i 2 fized rata of
| Urit [10%{tan percent) of
' Ficzd Charge statad ir Articla

The Company shall supply in a Tarilf Year (after
Project COD}) at the Generator terminals enargy
units equivalent to 5% of the installad Capacity
of 373 MW, which works out lo 152.06 million
units over and above the PLF of 80% o the
APDISCOMs (hereinafter raferred lc as the
“Committad Inzcentive Energy").

APDISCCMs shall deem U']e inilial 3nergy units
delive-ad by the Company sudject to a
maximum of energy units equivalenl to 5% of
the Inatallad Capacity of 370 MW, “hich works
out to 162,08 million units in a Taiiif Year (afler
Project CODY) at the Generator tarminais as the
Committad Incantive Enargy.

L APTRANSCO shall pay the Company | APDISCGMs chall ray the Company for the
! iar the Committad incamtive Ensrgy at | Commilted Incentive Ensrgy at a fixed rate of
Rs.0.0839 per Eneigy | 5.0.0699
the Oiner | nine) per Energy Unit {10% [(ten psrzent) of the

3.2 ! Glher Fixsd Charge staled in

{Rupees zzro point zzro sSix nine

Article 3.2}

_{narsinafier raferred to as “Commiztzd | (herzinakter referred lo as "Committad Incentive

3 |
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Incentive Charge™}

Charge")

Provided however that notwithstanding anything
to the contrary stated hereinabove, the
obligation to supply Committed Incentive
iEnergy is applicable with effect from and
including the Tariff Year in which Fuel Is
available, for a PLF of 85% or above. If the
i Company achieves PLF(l) between 80% to B5%
i then the incentive would be pald at the
Committed Incentive Energy Rate of Rs.0.0699
per unit

7 33

Energy Charge

(a) Computation of Energy Charge
The gy Charge wil be computed
based on the following formula:

U = Eu*thC){o(1-A/100))
Where:

U is the Energy Charge in Rs. in
respect of a Biling Month (or In the
case [of any bill for energy units
generated by a Generating Uinit prior to
its COD, in respect of the period to
which such bill relates).

EU is the total number of Energy Units
delivered at the Inter Connaction Point
in respect of such Biling Month
measured on the Metering Date for
such Billing Month (or in case of any
bill for energy units generaled by a
Genaraling Unit prior lo its COD, in
raspact of the penod to which such bill
raiates).

I i3 tha Station Heat Ralz in Kcall KWH
as per Arlicle 1.1.(57);

C is tha cost of Fusl in Bs. per unil of
Fu2l; as delivered at the fuel melering
coint at the site

g i3 ip2 GCV of Fuel in Kcaifunit of
Fusl;

A i3 @ number aqual to the Auxiliary
Consumption  2xpressed  as 3
cercentage of gross gereration as per
Ariicle 1.1 (4).

Energy Charge

{a) Computation of Energy Charge

Tha Energy Charge will be computed based on
the following formuta:

U = Eu'thC){g(1-A/100)}
Where:

U is the Energy Charge in Rs. in respect of a
8illing Month (or in case of any bill for energy
units generated by a Generating Unit prior to its

COD, in respect of the pariod to which such bill
retates).

Eu is lhe tofal number of Energy Units delivered
at the Inter Connection Paint in respect of such
giling Month measured on the Metering Date
for such gilling Month (or in the case of any hill
for energy units generated by a Generating Unit
prior te its COD, in respect of the period to
which suzh bill relates).

h is the Station Haat Rata in Kcall K\WH as per
Article 1,1.(57);

C is the cost of Fuel in Rs. par urit of Fuel: as
dalivered at the fuel melaring point al the sita

g is the GCV of Fuel in Kcal/unil of Fual;

A is a numbar equal 10 liiz Auxiliary
Consumplion expressed as a percentage of
gross generalion as per Arlicle 1.1 (4).

% L': ',“;;‘W’J 73 QL/
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| any
 Declaration, or

Provided that

Case-l: "C" Is the cosl of Nalural Gas
which is primary fuel, dativered at the
melering point is inclusive of cost of
Gas and transportaticn charges, and
other taxes as per the invoice given by
GAIL,

Case-ll: In the event of purchase of
Natural Gas from sources other than
GAIL, the cost "C* shall be the cost as
per GAIL price or the cost of alternative
fuel supplier whichever is less,

Case-lll: “C" is the cost of Alternate
Fuel shall be as decided by the Fuel
Supply Committes.

Provided that the APTRANSCO has
the right lo review and approve the
Fuel Supply Agreement through the
fuel Supply Committes i1 accordance
with and subject to Schedule |,

(0) Minimum Fuel OFff-take Charges
The APTRANSCO shall reimburse the
Company for charges paid in respect of
its failure lo take delivery of minimum
levels of primary fuel ony, but only if
and to the extent that {hs Company's
[ailure to take such Fuel is due lo the
APTRANSCO's issuance of Despatch
Instruclions requiring Ithat the Projecl
be operated at a lavel lass than the
lavel of Declared Capacity set forth in
then  applicable Availaoifity
the APTRANSCO's
failure or inabiiity to accapt delivery of
Met Electrical Energy frem the Project
{whether due to Farca Msjaure evants
or otherwisz),

| Provided that the APTRANSCO shail

raimburse such minimum Fuel Off-lake
Charges to the Ccmpary only to the
aztent that:

(/) such minirmum 7 2! af-take charges
wiare incurred in accordance with the
Fu2l Supply Agreement.

Provided that

Case-l; “C" is the cost of Fuel delivered at the
metering point Is inclusive of cost of Gas and
transpartation charges, and other taxes as per
the invoice(s) given by GAIL..

Case-li: In the event of purchasa of Fuel from
sources ather than GAIL, the cost "C* shall be
the cosl as per GAIL price or the cost of
alternative {uel supplier whichever is less.

{b) Minimum Fuel Off-take Charges

The APDISCOMSs shall reimburse the Company
for charges paid in respect of its failure 1o take
delivery of minimum levejs of Fuel, but only if
and lo the extent that the. Company’s failure to
take such Fuel Is due to the APDISCOMs
issuance of Despatch Instructions requiring that
the Project be operated at a leve| less than the
Isvel of Declared Capacity set forth in any then
applicable Availabiity Declaration, or the
APDISCOMs failure or inability to accept
delivery of Nel Electrical Energy from the
Project {whether due to Force Majeure events
OF otherwise),

Provided that the APDISCOMs shall reimburse
such minimum Fuel Of-take Charges o the
Company only to the extent that:

(i} such minimum fual off-iake charges were
incurrad in accordance with the “uel Supply
Agreement,

(ii) the Comgany exercised any right to elect,
under the terms of the Fuel Supply Agreemaent,
to "carry forward” the Fuel in question (Le., to
réceiva such Fual at a later data) or {6 slore
such Fuel at any Fuel storage fazilities of the
Company or of tha Fyel supplier, which are

available undar the Fual Supply Agrasement:
and

(i) the Ccrmpany took alt reasonable steps
available lo it and such steps iden:ified by the

| APDISCOMS (such as cn-sala ci Fuel to the
; APDISCOMS3 or othar abla purchasars identified
| by the APDISCOMS) to raduce tha amount of

liability, any added costs of which  the

| APDISCOMs  shall upcn prior notice by the

Campeny 7ave agreed in wriling to pay to the
Company.
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(i) the Company exercised any right to | {c) Notwithslanding anything to the contrary
glect, lunder the tarms of the Fuel | contained in this Agreement, for the period from
Supply Agreement, to “ca-ry forward® { the date of Synchronisation of the Project to
the Fuel in questlion (i.e. to receive | 31.3.2008, if the Company is required lo pay
such Fuel at a later date) or lo store | transportation charges for Fuel even during the
such Fuel at any Fuel storage facilities | periods when Fuel has not been supplied by the
of the Company or of the Fuel supplier, | Fuel Supplier, APDISCOMs shall pay andfor
which are available under the Fuel | reimburse such iransportation charges which
Supply Agreement; and the Company is liable to pay to the Fuel
Supplier.

{iii} the Company took all reascnable

steps 'available to it and such steps

identified by the APTRANSCO (such as

on-sale of Fual fo the APTRANSCO or

other able purchasers identified by the

APTRANSCO) to reduce the amount of

liability, any added costs of which the

APTRANSCO shall upon prior notice

by the Company have agreed in writing

to pay to the Company.

8 36 Disincentives: Disincentives:

In case the Project is unablz to achieve
a PLF of B8.5% for a Taviff Year, then
the Company will pay to the Board a
penalty as a percentaga of tha Othar
Fized Charge paid to the Company in
such Tanff Year as given below:

Charga.

PLF (%) Penalty (%)
68.5%  Nil
Below 2% for evary 1% shorifall
63.5% in PLF
to (i.e. for a PLF of 60,5%,
60.5% the penalty will be 16% of
the Othar Fixed Charge)
i Szlow 3% for avery 14 shortiall
i 60.5% in PLF
[ {c {i.e. for a PLF of 50.5%,
] £3.5% tre paraity will be 168% +
! 30% = 48% of Ihe Othar
I Fizad Charge)
i
i Bzalow  Same as for 51.5% i.2.
! 51.5%
1

L1}

48% of the Othr Fixed |

Pfor:df.d that in cass of a Tariff Yaar  Provided 1hal in case of a Tariff Year which
hich involves the Slabulisation Pericd | involves the Stabilisation Pericd of a Generating

In case tne Project is unable to achisve a PLF
of 68.5% for a Tariff Year, then the Company
will pay to the APDISCOMs a penally as a
percenlaga of the Other Fixed Charge paid to
the Company in such Tariff Yzar as given
befow:

PLF Penalty (%)

(%}

68.5% Mil

Balow 2% for every 1% shortiall in PLF

63.5% lie. fora PLF of 60.5%. 'he
in penalty will be 16% of the Other

60.5% Fixad Charga)
Below 3% for every 1% shortfait in PLF
605% (ie. fora PLF of 50.5%, ina

o fenalty will be 16% + 303% = 46%
50.5% o lre Other Fixed Chargs)

Below
50.5%

Same as for 50.5% i.e. 48% of the
Othar Fixed Charge.
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of a Generaling Unil, the PLF for
applying the penalty will be adjusted
using a minimum threshoid of 51.37%
in place of 68.5% for such Stabilisation
Peried on a time and megawatt
weighted basis
threshold specified above, shall be
adjusted downwards by the same
proportion).

(and each other

Unit, the PLF for applying tha penalty will be
adjusted using a minimum threshold of 51.37%
in place of 68.5% for such Stabilisation Period
on a time and megawalt! weighted basis (and
each other threshold specified above, shall be
adjusted downwards by the same proportion)

Explanation: Provided that the Company shall
not be liable for any penalty under this clause o
the extent it is due to lower PLF arising out of
nan-availability of Fuel.

clause
5.2 {e)

It is agreed that, if as a result of partial
avallability of Fuel (availabitity of natural gas
less than 1.64 MMSCMD for a full month for the
first time), the Company js unable to aftain a
PLF of 80%, APDISCOMS will be liable o pay
monthly Capacity Charge to ths extent of
Availability Declaration only at the rate per unit
calculaled on the basis provided in Clause 3.2(i)
and (n), Ths clause shal] ba in operation till
31.3.2008 cr till such a later date, when fuli
availability of natural gas of 1.64 MMSCMD is
available far a full month for the first lime.

10 {61

Term of the Agreement

Sublect to the terms of tnis Agreement,
this Agreement shall becoma efective
upon the execution and delivery theraof
by the paries and shall conlinue in
force from ihe date of such delivery
unlil the completion of a period of
filtzen {15) years from the Project COD
unlass earller lerminated as provided
harein, and not laler than one hundred
and eighly (180) days prior to the
axpiry of the Initial tarm of ihis
Agreement, the Agreemant may be
renswed for such further ceriad and an
such lerms and condilions as may be
| Mutually agraed upon between lhe
: pariies.

Term of the Agreement

Subject ty the terms of this Agrzemaent, this
Agreement shall become effective upon the
execution and delivery thereof kv the parties
and shafl zonlinue in force from tha date of such
delivery urll the completion of a period of
tventy threa (23) years from the Project COD
unless earlier terminated ‘as pravided herain,
and not later than one hundred and eighty (180)
days crior lo Ihe expiry of the initial term of this
Agreement, lhe Agreement'may ba renewed for
such further period and on such terms and
condilions as may be mutually agreaed upon
betwean tha partias.

If tha inter Connection Faciites are
complated by tha date which is thrze
‘(3) months to the Schaduled Data of
i Comgletion of the first Ganeraling Unit

' and the first Generating Unit js ot | not synchronised on or befora tha Schedulad

' ; Date of Completian of the first Genarating Unit,
i Echaduled Date of Comrletion of the , othenvise than on account of unavaitability of

t synchronised on  or befare tha

| first Generating Unit, pay ‘o the Board

If ihe Inter Connection Facililies 273 complated
by tha date which is thres (3) morths prior to
| the Screduled Data of Co piztion of the first

: Generating Unit and tha fir3t Generating Unilt is

Fusl til 31.3.2008, pay o the APDISCOMS
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interest on the actual cost of the Infer
Connection Facilities constructed only
for the purpose of the Project (as
established by the Board o the
reasonable  salisfaction of the
Company), such interest being
calculated on a daily basis and being
equal to the interest charged in respect
of any loans raised by it and applied
towards meeting such cost and being
payable from the Scheduled Date of
Completion of the first Generating Unit
until the eartler of the date of such
synchronisation or the date when such
synchronisation wouki have occurred
but for any delay arising from an even:
of Force Majeure. The Company's
payment obligation under this Article
shall not be affected by application of
Article 10.4.

interest on the actual cost of the Inter
Connection Facilities construcled only for the
purpase of the Project (as established by the
APDISCOMs to the reasonable satisfaction of
the Company), such interest being calculated
onh a daily basis and being equal to the interest
charged in respect of any loans raised by it and
applisd towards meeling such cost and being
payable from the Scheduled Date of Completion
of the first Generating Unit until the earlier of the
date of such synchronisation or the date when
such synchronisation would have occurred but
for any delay arising from an event of Force
Majeure. The Company’s payment obligation
under this Aricle shall not be affected by
application of Article 10.4.

12 { 9.2(h

The Project fails to issue an Availability
Dectaration providing for Declared
Capacity which is in excess of 50% of
the Installed Capacity for a continuous
period of one hundred and twenty (120)
days (excluding any paricd of major
overhaul undertaken n accordance
with the manmufacturer's
recommendaltions, any neriod of Force
Majeure; any act or omission of the
Board or any Ememgency direclly
causing or contributing to the shorifail
in the Declared Cagpacity).

The Project falls to issue an Availability
Declaration providing for Declared Capacity
which is in excess of 50% of the Installed
Capacity for a continuous period of one hundred
and twenty {120) days {(excluding any period of
imajor ovedhaul undertaken in accordance with
the manufacturer's recommendations, any
period of Force Majeure, any agt or omission of
the APDISICOMSs, any period of unavailability of
Fuel, or 2ny Emergency directly causing or
confributing to the shortfall in the Declared

| Capacity)

i

12 Schadul2

3401

Caspatch Rights

Generation of Met Elzctrical Energy
vith alternata fuel shal be with prior
approval of APTRANSCO. In
despalching the Project, the Company
shall follow tha directives of the
APTRANSCO lo bac down generaiion
and o resume generalion of Net
clactrical Energy i 2ach casa
consistenl with the Proact's Technical
Limils, Prucent Utilty Practices, ths
recom!‘nendat:ons of the manufacturars
of major equiomant, this Agraament

‘Company and the APTRANSCO
iegarding  comununicaton and  co-
. cidinalicn cf ogerations {each such
| directive being called a ‘“Dispalch

ard other arrangements pebwaen the |

Daspateh Rights

In despatching the Project, the Company shall
follow the direclivas of the APDISCOMSs to back
down generation and lo resume generation of
Mat Electrical Energy in 2ach czse consistent
with the Project's Tachnical Limits, Prudent
Ulility Practicas, the recommendations of the
manufacturers of major equipment, this
Agrzement and other arrangamants between
the Company and the APDISCCMs regarding
communicalion and co-ordination of operations
{(each such directive bemg called a "Dispalch
nstruction™). {Th2 APDISCOMs shall not be
required to reimburse the Coirsany for any
incramental costs or damages in respect of
Disgatch instructions issued in comoafiance with
lha forego'ng and with the following provisions.}
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CLAUSE EXISTING PROVISION PROPOSED AMENDMENT
A9 REF.
Instruction”). {The APTRANSCO saall
not be required to reimburse the
Company for any incremantal costs or
damages in raspect of Dispatch
Instructions issued in compliance with
the foregoing and wilh the follawing
provisions.)

14 | Naw - The Parties hereby acknowledge thal the terms
Clause - of this Agreement have been agreed between
Article the Company and APDISCOMs basad on
5.2A

| ’ gas for a full menth, for the frst lime, the

I loss in Cageity Chargas incu-red by the
: Company till such dale tha sunply of 1.64

projected availability of Fuel to the Company by
GAIL upto the end of March 2008 {and
assuming availability of 1,64 MMSCMD of gas
during April 2008). -

The details of Fuel supply projected by the
Company are set forth below:

May 2006 - 0.5222 MMSCMD
Jun 2006 - 0.4910 MMSCMD
July 2006 - 0.4632 MMSCMOD
August 2026 ~ 0.6577 MMSCMD

September 2005 to
Oclober 2006 - 0.3904 MMSCMD

November 2006 to
February 2008 - 0,5206 MMSCMD

March 2008 - 1.0687 MMSCMD
April 2008 - 1.64 MMSCMD

if the supply of Fusl is less than the projected
supply lill March 2008 and { or shorfall in supply
of 1.84 MMSCMD of gas in Aprll 2008, as set
forth above, APDISCOMs agraz that the
j Company may claim compen:ation  from

APDISCOMs for loss in Capacily Charges
. incurrad by the Company on acc .unt of such
! shortfall of Fusi. In ordar to corioensate the
' Company fcr such loss in Capac’ly Charges,
the foi'owing shalf apply.

fa) The compansation shall be !riited to the

MMSCMO of gas is delayed beyond 1%
Aprit 2003. Upcn supply of 1.24 MMSCMD

Company shall nat mate any futher claims

PU o 14 @\// ; T-:::—w g L¢e
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EXISTING PROVISION

PROPOSED AMENOMENT

of loss in Capacity Charges incurred
whether there has been a shortfall in gas
supply or not.

{b} This claim for loss in Capacity Charges shall
includa the loss in Capacity Charge
incurred upto the month in which 1.64
MMSCMD gas is received. The claim shall
also include variations in supply of gas tiil
end of March 2008,

{c) The Partles shall within ninety (80) days of
the claim being made by the Company
amenc the Agreement, only by way of
increasing the term of the Agresment
beyond twenty three (23) years. Till such
time the Company receives 1.64 MMSCMD
of gas for a full month, for the first time, the
Comgany shall not be deemed to be in
defaull or breach of this Agreement for any
shortfzll in generation,

It is agreed by the parlies that in case the
supply of Fuel during the period between the
Project CCD and 31.3.2008 is higher than the
projected availabilily of fuel as mentioned
above, the following shall apply.

The Parties shail, within ninety (80} days of the
submissions made by the Company or claims
made by the APDISCOMS for reduced loss in
Capacily Charges incurred by tha Company,
amend the Agreement by reducing the term of
the PPA.

15 | Schadula |
- Fuel
Supply
Cammittaz

Schedule | - Fuei Supply Committee

{Intantionzlly |=ft blanik}

t3. 1 Mew

Clause

Schedule | shall stand deleted and all
' ieferences to Schedule or any other maiter
} contained in Schedule | and refzrred o in the
+ Agreement shall stand deleted.

<3

WEDT
| Clausa

i This Amendment Agreement and th2 PPA shall
legether  constitute one and the same
jagreemant and the provisions of lhis
Amandmer! Agrazment shall form an integral
part of the PPA, However, notwithstanding the
foregoing, should any provisions of this
Amendmant Agreement be at variance or in
conilict with any of the provisions of the PPA,
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PPA
S; CLAusE EXISTING PROVISION PROPOSED AMENDMENT
REF.

the provisions of this Amendment Agreemeant
shall prevail.

)
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For and on behalf of
EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LIMITED

\}& .,mu-')

Call-a LI L PP et 1 ..J..l

\u.u'a I hll. -\.,l

For and on behalf of
SOUTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LIMITED

For and on behalf of
CENTRAL POWER DISTRIBUTION COMPANY OF ANDHRA MDESTLIbJ}!TED

M NA::!AE!MHL!L:J
Caisf Coneral iHanagr (Comm)
APTPDCL, Ru.h tils,
FYDER, \Hr\D 300 ooy,

For and on behalf of
MORTHERM POWER DISTRIBUTION COMPANY OF AMDHRA PRA&:S;! lelTED

WITNESS: L Dimerdis '.,—3;;:1_"
AL T 4, gt B --'\-::'
1) ',.. SRRt PUETE . Noterea,
& .-'., I'_’.')_.‘ :
) D.: ;1 A Zp H—\-Uf“_ (L 2
€ l1pe g For and on pehaif of
s VEMAGIR] POWER GEMERATION LIMITED
WITHESS:
1j s ! x.' ") For Vamagiri Pewver Genaraliss 22
2) s _" .

F I Tag omadls-220407 goc
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'DEEPSC KUMAR PANWAR 1as.

Prnincipal Secretary to Government

D.0.Lc.No.052/PSP/Enerpy/2004 ' Dated: 6-12-2004.

Dear Sri S:}uorv‘;VMM,
&
*

Sub:- Supply of Naural Gas by GAIL to the exisling and emerging Gas bascd
o power projects in Andhira Pradesh - Reg.

Ref- Your D..Lr.No.L-12011/6/2003-GP, daled 01.12.2004.

%4

Kindly refer to your letter cited above in which you have asked the views of the
State Government on the criteria to be adopted to distribute the gas for the existing and
emerging power projects in Andhra Pradesh.  While firming up the views the
Government has examined the following relevant factors:

( 1) GAIL, who is the supplicr of ga.ls, has sct the follow’ing guidelines for supply
of available gas to the 1PPs, =
. - If gas is available, full supply to firm allocations and surplus gas on
prorata basis to fall back customers.
b - : ;
: .~ It gas availability is less than firm allocation, supply on prorata basis
{ to firm allocations and no supply to fall back consumers.

GAIL has been following the above guidelines all through the years.

(2) Similarly, when an upcoming consumer having GSA with GAIL, sought
drawl of gas, GAIL fulfilled its obligation under GSA by supplying the gas to
the new consurier from Ihe available gas by adopting the prorata basis
mechanism. . It has never shown differentiation between the old and new
consumers. For example GAIL had followed the same principle while
starling pas supplies to Lanco Power Project and Reliance Energy Power
Projects in AP.

(3) GAIL had even placed on record, (he mechanism of supply of gas on prorata
basis, in its submissions through alfidavits before High Court of Andhra
Pratfesh against writ petitions filed by BSES & GVK Industries and before
APERC against petition filed by APTRANSCO.

e 2ok e[S

Energy Department

A.P. Secretariat, Hyderabad - 500 g2o
Tet: (O) 040 - 23453305, (R) 23402604 -
Fax : 040 - 23455452

E-mail : prisecy_engy@ap.gov.in

izsimmman
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(4) GAIL-in its counter affidavit dated 28" October, 2004 filed before _APERC

tition filed by APTRANSCO on Jlternate fuel provisiot,

against the review pe
has categorically stated that the firm allocation is subject to availability of gas

as per GSA and in case of deficit availabifity of gas, the supplies t0 such
allocatecs are made on prorata basis based on policies/Court Orders.

(5') GALL-in its counter affidavit filed pefore High Court of Andhra Pradesh )
t the Writ Petition No.15535:’2004 filed by BSES on supply of 0.30

agains
MSCMD of gas, has expressly stated that it has reviewed and taken decision
to supply the 0.30 MSCMD of gas to all the consumers Ot equitable basis 10 il
meet the huge shortfall of supply in the firm-allocations. Ao
' (6) GAIL in its counter affidavit filed before the High Court of Andhra Pradesh X
against the Writ Petition No.1415/2003 fited by GVIC Industries of allocation ==
of Natural Gas on “ﬁrst—comc—ﬁrst-scrvcd principlc“, has stated that the
available gas to be supplied uniformly to all the consumers in \he same ratio -
and poportion in which their allocations stand. ' ' oy
-—
(7) High Court of Andhra pradesh, while piving ils judgement on the above -
=

referred petition (W.P No.1415/2003), observed that

GAIL had denicd having any policy {0 supply the pvailable gas on
First—come—ﬁrst—scm:d principle”

- There was 1o drective {rom GLC to adhere 10 policy of first-come-

first-served.

IR Y 1 1 .1 icnd el
BT TR LR STRCR AT

. State is required to {reat all industries and scclors equally and there

cannot be any policy to permit the authorities to allocate gas by pick
B and choose method. Even if such policy exists, the same cannot

answer the test of Asticle 14 of the Constitution of India.

(8) Upcoming four IPPs will come into operation in 2005-2006 with a capacity of

1499 MW GAIL has entered into agreement with these 1PPs also for a firm
6.70

i £ 6.30 MCMD and a fall back of 0.40 MCMD, totaling 10

~ . MCMD. Given the production profile of ONGC, such supply may not

fructify, uniess there is focused action to ensure supply as pef the agreements.
Once these POWEr projects cOMmMENnce commercial operations in 2005
APTRANSCO will have to pay the full fixed charges ie.,
Crores per annum for the entire capacity, even if gas is not supplied, and this
will be an unbearable and unjusliﬁed purden on the consumers of the State.

PR D 1-5;41 00
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I In view of

. Cyc
/ | (D.KPANWAR)
ri
) O/Addilional Sccretary, 3

Ministry of pe
Shastrj Bhawan,
New Delhi-110 001.

(1) Use of alternati
PAs will not be permitted before 1*

: . |
ve fuel as included in the definition of the i

Hrug!ﬂ l.n lhe a r
anuary 2007, -

(2) In case of unavailability of natural gas befpre J* January 2007, there !
will not be any liability on APTRANSCO o account of “fixed cogy”.

(3) The Companies i implement the Project in line witl the “Scheduled
x Dale of Completion” as per-PPA.

_ However, the Scheduled Date of Ii
Completion may be extended on a day for day basis depending upon |
the unavailability of natyraj Bas before 1* Janvary, 2007, |

(4) The Com

panies wil| agree to incorporate the above amendmens in the
PPAs, ' :

- The 1PPs have agreed to the
licy of supply of available Bas

the above fact

s/factors, GoAp recom
<riteria for s

mends that the exisling
upply of avajlable £3s on prorata basjs amongst the 1PPs in A.P. may
be retained, o
T RAL &e?afw(/s :
Yours sincerely,

M.S.Srinivasan,

overnment of India,
troleum & Natura] Gas,
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EWEA T
Dear Dr, Man; Shankar garu,

i;:“.l‘ﬁ, .\'-.B'_'..

,_._._..}: .;.,.:
ef: (1 D.0.Ir.No. 52/PSP/Energy12004. dt. 6.12.2004 from ) )\ &

) [/t St D.K.Panwar,ias,, addressed to Srj M.8.Srinivasan,
, l':q Ut (£ Addi. Secy,, Ministry of Petrofeumg N.G.

- 2.D.0.Lr.No, 52/PSPIEnergy12005, dt. 21.6.2005 from
|

R
= ]
‘-}\ Dry.s Rajasekhara Reddy, Hon'bla Chief Minisier
e

3. D.O.Lr.Ng. 7127/Pr.l12005, dt. 5.10.2005 from Dr.Y.S.Raja-
hief Minister

otal
55 MCMD Since GajL is not in g

Is as per Gas Supply Agreemens

enlered,

Contd..
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Govemment of Andhra Pradesh vide letters dated 17.7.2004and 5.8.2004
requested for your kind intervention and the Prime Minister of India respectively
to direct GAIL/ONGC to augment the supply of Nalural Gas as per agreed
allocalions to the four existing IPPs and the four upcoming IPPs in Andhra
Pradesh,

I am grateful to you for convening meeting on 17% October, 2005 to sort
out these critical problems of our Stale. You have discussed this matter with
officials of the Ministry of Petroleum and Natural Gas, ONGC, GAIL and
Government of Andhra Pradesh. In this connection, | wish to mention the
following points for your kind consideration and necessary instructions to the

concemed.
-—-—"—-_-—-‘——_l

The State Government have originally recommended that the available

gas may be supplied on a prorate basis to all power projects having firm

allocations, including the 4 new projects. As indicated in the reference 1

cited, this stand was taken by the State Government in order to protect the
interest of the Governmant and negotiations held with the upcoming four IPPs.
The developers at that time agreed not {o use altemnate fue! before 1% January,
2007 and that TRANSCO will not be fiable before 1%' January, 2007 on
account of fixed cost. The Companies have agreed to lnco!'porate the

amendments in the PPAs. However, the companies have not signed the
amended PPAs.

In your letter dt. 14.12.2004 it was indicated that additional gas of 0.5
MMSCMD would be made available from September, 2005 and another 2.0
MMSCMD from second quarter of 2006. Further, the additional gas from Rava
2, Annapumna and Reliance fields is expected from third quarter of 2007, with
which the requirements of consumers in KG basin could be met.

State Government have subsequently reviewed the implications of
pro-rata allocation of the available gas. If pro-rata allocation of the available
gas is made to all the 8 projects, the generation from the existing 4 projects
would fall down appreciably and Government of Andhra Pradesh/APTRANSCO
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Government of India,
New Delhj.

will have to Pay about Rs, 3 . ids deemed

9eneration withoyt availing fuf; g i

additional burden of about Rs, 3
first supplied 1o the existin
achieving threshold pPLE.

or favourabla action for
augmenting gas supply to power yiit:
Possible extent.

Yours sincerely,
el S8
{MOHAMMED ALl SHABBER}

Dr. Mani Shankar Ayyar,
Union Minister for Petroleum & NG,
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GMR Vemagiri Power Generation Limited Ul C G&&R

Cosporate Offics:

: Alrpart Building 302, 15t £.00r
GMR/GVPGL/2017/MoP/DEL/023 NewShaktighawan
05% May 2017 ttew Uidaan Bhawan Compley

Y Hear Termina! 3, 10t Airport
New Dethi-1106037
Shri Aj ay Jain N U23201KAIG57PLEG2984

Rt +91 11 49832200
The Principal Secretary (Energy, Infra & Investments) VAV EMEETOUR IR

Govemment of Andhra Pradesh

Request for allocation/ recommendation by APPCC of APM & Nen APM gas to
GVPGL by diverting from old IPPs in Andhra Pradesh.

Dear Sir,

We refer lo the Relail Tariff Order of APERC for 2017-18. The Hon’ble APERC have

disallowed the dispalch of old gas based Planis like Lanco Kondapally and Spectrum, whose

PPAs have expired, due o high unit fixed cost Retail Tarifl Order also mentions that AP

DISCOMs are taking up the proposal for renewal of PPA of M/s LANCO Kondapally for the
s period of 10 years.

)t is ironic and prossly unequitable that whereas around 1500 MW of gas based power plants
with valid PPAs are stranded for lack of gas supply and facing bankruplcy, APPCC is
proposing lo vse the APM gas to operaie and pay fixed charges lo power plants which have
run their full term of the PPA and recovered their enlire capital and retum.

It is subrnitted that the following power plants, having the benefit of APM gas supply, has run
their full term of the PPA-

Project Capacity Gas Allocated Gﬂ;::' g_ I:','; =
a ) _(MW) (MMSCMD) (MSCMD)
GVK-Stage-1 216 1.10 0.6
Spectum____| 08 143 N (.62 Dine
Lanco 355 1.96 0.72
Reliance# 220 0.84 0
Tatal 999 533 1.95
H PI'A expiring in Oclober 2017, A

Al the same time, the following power plants which were sel up based on a competitive bid
out PPA, have been siranded for lack of gas for years now and are on the brink of
bankruptcy-

. | Gas requirement e Periad of
Project C‘gﬁf}'” (MMSCMB) @ | Cob Date Gears | idling dn
&\ Qe 80% PLF I | St date {Years)
i 370 143 16.09.2006 11 (7 ey
PEVIGEN O 220 0.88 14.04.2009 8
2 Konaséitha | 445 1.78 05.06.2009 8 4
€ mag Y Pl 464 1.86 30.06.2010 7 4
(% 2D ;
% It is ﬁ{ined thal the APM gas of 1.5 MMSCMD, if allocaied to these stranded power

ould enable the plants 1o operale al around 25% PLF and help to partly service its

r
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Regd. Office :

Skip House, 25/1, Museum Rpat,
Bargdiore 560 025

Plant Olfice:

Varnagich, ¥allem Mardal,

East Godavar! Disz. A P 533(25,
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We would also like 10 point out that:

« The Fixed charge per unit as submitted in the ARR for one of older plants is rightly
calculated at Rs. 1.40 / unit taking into account the lower gas availability and lower
PLF, which is higher than the fixed cost of newer 1PPs.

« The new 'PPs are much more efficient with lower heat rates. For example, the Gross
heat rate of GVPGL is 1850 Kcal/kWH as compared 1o opproximately 2050
Kcal/kWH for the older plants, This translales to around 2 lower energy cost of Rs
0.22 / unit.

Considering a gas supply of 1.5 MMSCMD, the agpregate financial impacl of both the above
points is around Rs. 160 crore per annum ie Rs 1600 crore over a period 10 years in terms
of saving 1o Discoms and therefore to the consumers at large.

In light of the foregoing, we would sincerely urge you to seek reallocation of the APM gas
supply to the new power planls having valid PPA wilh APDISCOMS and offiake power {rom
them. This would be in the interest of the siate, the consumers and the IPPs which have
invested in the state based on PPA bid and have already lost their entire net worth and sunk
into deeper indebtedness for no fault of theirs.

We look forward to your confirmation and urgent aclion in ine matter .

Thanking you
For GMR Vemagii Power Generation Limited

ATW'\A—.—LA\I&.- fﬂ-l\.‘f- ’
Authorized Signalory

Copy to.

1. Chairman and Managing Director, AP Transco
2 Chairman, Andhra Pradesh Power Coordination Commitiee
3. Secretary, Andhra Pradesh Electricity Regulatory Commission

1
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GMR Vemagiri Power Generation Limited O / C @3&@

Plant Office:

vemagiri, Kadiam Mandal,
East Godavari Drst.

AP -533125%

CIN B23201KA1957PLEO22964
T +91-883-2452313 - 317

F +91-883-2432312
GMR/GVPGL/2017/MoP/DEL/028 W v grreoumin

10™ May 2017

The Chairman

Andhra Pradesh Power Co-ordination Commilke,
Vidyut Soudha

Hyderabad-500082

Subject: Request for allocation/ recommendation by APPCC of APM & Non APM gas
to GVPGL by diverting from old IPPs in Andhra Pradesh.

Dear Sir,

We take reference to the Retail Tariff Order of APERC for 2017-18. The Hon'ble APERC
have disallowed the dispatch of old gas based Plants like Lanco Kondapally and Spectrum,
whose PPAs have expired. We have also noted that APDISCOMs have stopped off-take of
power from these two power plants from 7" Apnl’l7.

As such, the APM gas which was being consumed by LANCO & SPECTRUM power plants
is available for re-allocation.

GVPGL having valid long term PPA upto year 2029 with AP&TS DISCOMs, has legitimate
right to receive the above said gas,

Further, we are also concerned to note that APDISCOMs are planning to renew the expired
FPA of these plants with threshold PLF of 80% even though APM gas is available for only
40% PLF. In our view due to following reasons the allocation of gas out of expired PPAs
should be considered for aliocation to GYPGL

1. Capital Cost for old PPA plants have already recovered.

I~

Sub optimal efficiency of old PPA plants
. Higher Capacity Charges in comparison to VPGL

i
Eo
Fegd. Office -

Skip Howse, 25/1, Museum Read,
Bangalare 560 025
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We hereby summarize the financial benefus that will accrue to AP Discoms by altematively
operating the GVPGL plant with the available APM Gas.

Porticulars LANCO | Spectrum | GVPGL

Capacity MW 362 208 70
Approx PLF for which gas is available % 40% 40%
PPA Extension Yrs 10.00 15.00
Mus Generated for PPA Term Mus 12684 10932
Per Unit Fixed Cost Rs/kWh 1.42 142 1.08
Incremental Cost per unit in Comparison to VPGL | Re'kWh 0.34 0.34
Additionel Fixed Charge during PPA term Rs Crs 431 31
Variable Cost Rs/kWh 205 2.16 1.90
Incremental Variable Cost in comparison to VPGL | Rs/Unit 0.15 0.26
Incremental Fuel cost for PPA term RsCrs 189 281 -
Total Incremental Fixed Cost and Fuel Cost for PPA Rs Crs 621 652
Term
Total benenits to DISCOM by opting VPGL Rs Crs 1272

Therefore, the diversion of APM/ non APM gas from old PPA plants to new PPA plants will
save DISCOMs an amount more than Rs. 1272 Crs and there is no rational to extend old
PPAs without considering GVPGL..

We would therefore request you to kindly recommend to MoPNG for re-allocation of APM
and Non-APM gas from old and expired PPA power plants to more efficient power plant of
GVPGL having a valid PPA till Sept’2029.

Thanking you
For GMR Vemagiri Power Generation Limited

"
Authorized Signatory

Copy to:
Prl. Secretary- Energy, GoAP
Secretary-APERC

CMD, AP TRANSCO

JMD, AP TRANSCO

CE- [PC &PS, AP TRANSCO

[~ 5% I 6 B
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«;g"—‘"D? SOUTHERN POWER DISTRIBUTION COMPANY OF A.P. LIMITED
RS D 19-13-65/A, Vidyut Nilayam, Srinlvasapuram, Tirupati (www.apspdcl.in)
0 2 s n o
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From To

The Chief General Manager, The Secretary, APERC,
Operation, APSPDCIL., 19-13-685/A, 11-4-660, 4™ Floor,

Vidyut Nilayam, Srinivasapuram, Singareni Bhavan, Red Hills
Tirupati — 517501, Lakdikapul, Hyderabad-04.

Lr No. CGM/Opn./SPDCL/TPT/RAC/F: ___/D.No. L.1572017 dt, 27-07-2017

Sir,
Sub:- APSPDCL/TPT - Seeking approval for revised Load forecast and Resource

Plan for the 3 & 4 Control periods along with actual capital expenditure
incurred for 3@ control period — Submitted - Regarding.

Ref- 1) Lr.No.CGM/Opn/SPDCL/TPT/RAC/F.Res.Plan/DN0.384/16 dt.30.12.2016
2) Lr.No.CGM/Opn/SPDCL/ITPT/RAC/F.Res.Plan/DNo.45/17 dt.20.02.2017

*kk

In compliance to the directions of the Honourable Commission, the licensee have
submitted ihe Resource Plan along wilh load forecast and Capex for 3¢ control period
vide references ciled. Due to receni developments in the state in the energy avatability
and some other factors, the licensee herewith submitting revised Load forecast and
Resource Plan for the 3@ & 4" Control periods along with actual capital expenditure
incurred for 3¢ control period for kind consideration of the Honorouble Commission.

Yours faithfully,

?\J;""\ﬁh
Chief General Manager

Operation
Encl- As above ~ &-ros Corp 50
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SOUTHERN POWER DISTRIBUTION COMPANY
OF A.P LIMITED

18-13-65/A, Vidyut Nilayam, Srinivasapuram, Tirupati (www.apsMcl@)

E-Ou,
ERUN ﬁ{ké\

Load Forecast and Resource Plan

27" july, 2017
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3.1.4 Independent Power Producers (IPP)

In Gas IPP’s, Lanco’s PPA wilh the licensee expired on 01.01.2016; Spectrum’s PPA 1with the license
expired on 18.04.2016. After the expiry of PPA with Lanco, Spectrum and BSES, the licensee has

decided not to procure power from them.

The following IPP’s are under commercial operation in the State:

n

I u g f_z=5’;_;_f[-:;%{:ﬁr_;in"a}}'q'-p,-"r::iv._‘:‘.»;i.gsé‘_‘ 1 S

GVK Extension 220

Vemagiri 370 171

: Gautami ) 464 3§

i Konaseema 444 205

}Total ] 1,498 or

* toy Gea Ucontiderved Sub t-—i;_'ikrr-( g pric=
3.1.5 Non-Conventional Energy Sources (NCE)

The expected installed capacities of NCE projects in the state from FY 2017-18 10 FY 2023-24 is given
below: -

NCE - Bio-Mass

NCE - Bagasse . 120 ] 3§ o 121 ‘ :
NCE -Municipal Waste | ; {

I 6 6 42 1| & 63 63 63
NCE - Industrial Waste — 5 N

based power project — o > 2 o = E?_,,. 23
NCE-Wind Power | 3,566 | 4.066 | 4.266] 4.566 | 4,366 | 4.566 1 4,566 | 4,566
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NIPC on 16.09 2014 for setting up ot 1000MW solar park in Anantapur dist. Subsequently as per the
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ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION
4™ Floor, Singareni Bhavan, Red Hills, Hyderabad 500 004

|.A.No.8 of 2017
in
O.P.Nos. 28 & 29 of 2016

Dated: 29-11-2017

Present
Sri Justice G, Bhavani Prasad, Chairman
Dr. P. Raghu, Member
Sri P. Rama Mohan, Member
Between:

1. Southern Power Distribution Company of Andhra Pradesh Ltd.
2. Eastern Power Distribution Company of Andhra Pradesh Ltd.
... Applicants/Petitioners
AND

1. M/s. Lanco Kondapalli Power Pvt. Ltd.
2. M/s. Spectrum Power Generation Ltd.
... Respondents/Respondents

The Interlocutory Application has come up for hearing finally on 28-10-2017
in the presence of Sri P. Shiva Rao, learned Standing Counsel for the
petitioners, Sri Challa Gunaranjan & Sri K. Gopal Choudary representing M/s.
Lanco Kondapalli Power Pvt. Ltd., M/s. Ch. Pushyam Kiran and Sri M. Naga
Deepak, learned counsel representing M/s. Spectrum Power Generation Ltd., Sri M.
Venugopala Rao, Sr. Journalist & Convenor, Centre for Power Studies, Dr. S.
Chandra Mouli representing APSEB Engineers Association and Sri S. Prathap
representing APSEB Assistant Engineers’ Association, learned objectors. After
carefully considering the material available on record and after hearing
the arguments of the Ilearned Standing Counsel for the
applicants/petitioners, learned counsel for the respondents and the |learned

objectors, the Commission passed the following:
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ANDHRA PRADESH ELECTRIC_ITY REGULATORY COMMISSION
4" Floor, Singareni Bhavan, Red Hills, Hyderabad 500 004

|.LA.No.8 of 2017
in
O.P.Nos. 28 & 29 of 2016

Dated: 29-11-2017

Present
Sri Justice G. Bhavani Prasad, Chairman
Pr. P. Raghu, Member
i Sri P. Rama Mohan, Member
i Between:

1. Southern Power Distribution Company of Andhra Pradesh Ltd.
2. Eastern Power Distribution Company of Andhra Pradesh Ltd.
G ... Applicants/Petitioners
A

1. M/s. Lanco Kondapalli Power Pvt. Ltd.
2. M/s. Spectrum Power Generation Ltd.
... Respondents/Respondents

The Interlocutory Application has come up for hearing finally on 28-10-2017
in the presence of Sri P. Shiva Rao, learned Standing Counsel for the
petitioners, Sri Challa Gunaranjan & Sri K. Gopal Choudary representing M/s.
Lanco Kondapalli Power Pvt. Ltd.,, M/s. Ch. Pushyam Kiran and Sri M. Naga
Deepak, learned counsel representing M/s. Spectrum Power Generation Ltd., Sri M.
Venugopala Rao, Sr. Joumnalist & Convenor, Centre for Power Studies, Dr. S.
Chandra Mouli representing APSEB Engineers Association and Sri S. Prathap
representing APSEB Assistant Engineers’ Association, learned objectors. After
carefully considering the material available on record and after hearing
the arguments of the I|earned Standing Counsel for the
applicants/petitioners, learned counsel for the respondents and the learned

objectors, the Commission passed the following:
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ORDER

A petition under sections 62 (4) and 86 (1) (b} of the Electricity Act, 2003 read
with Regulation 55 of the Andhra Pradesh Electricity Regulatory Commission
(Conduct of Business) Regulations, 1999 for grant of approval for procurement of
power from 1* and 2™ respondents and M/s. Godavari Gas Power Plant owned by

the petitioners during 2017-18 and other appropriate orders.

2. The petitioners stated that the erstwhile Andhra Pradesh State Electricity
Board entered into a Power Purchase Agreement dated 31-03-1997 with the 1®
respondent for fifteen years from the Commercial Operation Date expiring on
01-01-2016. Even after the bifurcation of the State of Andhra Pradesh, the four
distribution companies availed the power from the 1* respondent and after the expiry
of the Power Purchase Agreement, the petitioners proposed to extend the Power
Purchase Agreement with the 1*! respondent located in the State of Andhra Pradesh
for another ten years without exercising the option of buying out the project. The
petitioners continued to purchase power from the 1% respondent upto 07-04-2017
and there were mutual negotiations between the 1* respondent and the petitioners
agreeing for fixed cost tariff at Rs.180 crores per year and other modified terms,
subject to the approval of the State Electricity Regulatory Commission. The
Government of Andhra Pradesh by a letter dated 26-04-2017 permitted the
petitioners to approach the Commission for renewal of the Power Purchase
Agreement and the petitioners submitted a letter dated 03-05-2017 to approve
procurement of power from the 1 respondent. It was not considered in the Retail
Supply Tariff Order of 2017-18. The draft Power Purchase Agreement was also
submitted, which is pending with the Commission. M/s. GAIL (India) Limited agreed

to renew natural gas supply to the 1% respondent and it issued a notice dated
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01-05-2017 on the consequences of non drawal of gas. The cost of power per unit
from the 1 respondent worked out at Rs.3.577 for FY 2016-17, which is lower than
other suppliers of power. The petitioners gave the details of the actual costs paid to
the 1% respondent in that year and claimed that in the Aggregate Revenue
Requirement for 2017-18, incorrect numbers relating to the cost of generation crept
in, in respect of the 1% respondent reflecting a price of Rs.4.36 per kWh due to which
the Commission did not agree for dispatch from it. In fact, the variable tariff per kWh
comes to Rs.2.30. The cost of power as per the proposed Power Purchase
Agreement for 2017-18 will be Rs.3.55 with a PLF of 40%. The power of the 1%
respondent falls within the merit order and hence, the applicants/petitioners seek

permission to procure cheaper power.

3. In respect of the 2™ respondent, the Power Purchase Agreement expired on
18-04-2016 and the petitioners decided to renew the Power Purchase Agreement for
fifteen years. The Commission permitted dispatches from the 2" respondent in the
Tariff Order 2016-17 upto 711.67 MU in that year, though the Power Purchase
Agreement has lapsed. In 2017-18, the 2™ respondent was not considered for
dispatches, as the cost of generation was much more than the approved cost and in
the Aggregate Revenue Requirement for 2017-18, incorrect numbers of cost of
generation crept in, in reflecting the price of power at Rs.4.51 per kWh due to which
the Commission did not permit procurement of power from the 2™ respondent.
However, the higher values then projected yielded place to lesser variable cost and
as per the present gas availability, the cost to be paid at 55% PLF will be Rs.1.13
fixed cost and Rs.2.10 variable cost, making total cost per unit Rs.3.23 ps. The 2™
respondent also will fall within the merit order dispatch and supply cheaper power.

The petitioners have to suffer procurement of higher cost power from other sources if
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power from the 2™ respondent is refused to them and they will approach the
Commission for renewal of the Power Purchase Agreement and for tariff after getting
approval of the State Government. The Gas Authority of India Limited had to
schedule the allocated gas to Andhra Pradesh Gas Power Corporation Limited,
which is scheduling additional quantum of power to their industrial consumers, who
are using that cheaper energy than availing energy from the petitioners, who are
losing revenue to that extent. in case of exigencies, the petitioners are forced to bid
in the exchanges for maintaining uninterrupted power supply, the price of which is
higher. Hence, the petitioners sought for approval to procure power from the 2™
respondent on adhoc basis, dehors the question of renewal of the Power Purchase
Agreement, fixing an adhoc single part tariff in terms of the existing Power Purchase

Agreement.

4. After expiry of the Power Purchase Agreement with M/s. GVK Industries
Limited dated 19-04-1996 on 20-06-2015, the petitioners exercised buyout option in
respect of 216 MW gas based power project. The Government of Andhra Pradesh
approved the issuance of buyout notice dated 19-06-2015 by the petitioners and the
petitioners took over the plant on 22-04-2016 for a buyout amount of Rs.333.32
crores under an Agreement. The petitioners are operating the power plant since
22-04-2016 and the buyout process is not yet complete. The power from M/s. GVK
Industries Limited was not considered in the Tariff Order 2017-18. But this being the
own project of the distribution companies, generation and supply were confirmed.
Though higher values were projected towards fixed cost and variable cost in the
Aggregate Revenue Requirement for 2017-1.8, the various factors projected by the
petitioners may be considered to revise the variable cost at Rs.2.20 per kWh and

fixed cost at Rs.0.79 per kWh for merit order dispatch until GT's C-Inspection
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expenditure is undertaken spread over to future years; hence, the application for a
revision of tariff and for approval for procurement of power in respect of the three

projects.

5. The Commission decided to place the subject matter in public domain and
issued a public notice inviting views/objections/suggestions of any interested

person/stakeholder.

6. Earlier, the Chief Engineer (Commercial)), Andhra Pradesh Power
Coordination Committee addressed a letter dated 03-05-2017 to the Commission
about the petitioners proposing to renew the original Power Purchase Agreement for
a period of ten years with 2 negotiated tariff including a fixed cost tariff @ Rs.180
crores per year and variable energy charges, the draft Power Purchase Agreement
dated 28-04-2017 being enclosed for the purpose of approval of the State
Government. The proposed fixed charge per unit at Rs.0.71 per kWh with a
threshold PLF of 80% and variable cost at present gas price of Rs.2.09 at the
accepted station heat rate with Naphtha as the alternate fuel may be approved for
procurement of power and after such approval, the Power Purchase Agreement will
be submitted for approval and approval of tariff. The petitioners again addressed a
letter dated 20-05-2017 stating that per unit cost of energy generated by the 1st
respondent will be only Rs.3.55 which is less than the cost of other sources and
hence they may be approved to procure power from the 1% respondent dehors the
renewal of the Power Purchase Agreement with an adhoc single part tariff in terms of

the existing Power Purchase Agreement, subject to later adjustment.

7. Similarly, petitioners addressed a letter dated 20-05-2017 to the Commission

about the decision for renewing the Power Purchase Agreement with the 2nd
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respondent for fifteen years and stating that the power unit cost of energy is only
Rs.3.54 and not the cost shown in the Aggregate Revenue Requirement.
Procurement from the 2™ respondent is cheaper and hence the petitioners requested
for approval for procurement of power fixing an adhoc single part tariff in terms of the
existing Power Purchase Agreement, subject to a later adjustment.

8. However, later the pefitioners addressed letters dated 22-05-2017
withdrawing the earlier letters and intimating about their decision to file a separate

petition.

9. Similarly, in respect of the Godavari Gas Power Plant, the first letter dated
18-05-2017 from the petitioners was narrating the sequence of events and stating
that no Power Purchase Agreement is required, as the power plant is fully owned by
the petitioners and requested that only the revised variable cost of Rs.2.20 per kWh
as single part tariff may be considered for merit order dispatch, ratifying the action of
the petitioners in continuing the generation and allow payment of lower fixed cost on
monthly basis at Rs.0.79 per kWh till GT's C-Inspection expenditure is undertaken.
This letter was also required to be withdrawn by a letter dated 20-05-2017 intimating
that a separate petition will be filed. The Commission permitted the withdrawal of the

proposals with a liberty to file a petition as sought by the petitioners.

10. Sri M. Venugopala Rao, Senior Journalist & Convenor, Centre for Power
Studies, Sri Ch. Narasinga Rao, State Secretariat Member, CPl (M), Andhra
Pradesh, Sri A. Punna Rao, Sri Penumalli Madhu, State Secretary, CPI (M) and Sri
B. Tulasidas placed identical objections before the Commission. The A.P. Spinning
Mills Association (APSMA), the APSEB Engineers' Association, The Federation of
Farmers' Associations, Andhra Pradesh and the APSEB Assistant Engineers'

Association also sent their objections. The petitioners gave their para-wise replies
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and Sri M. Venugopala Rao made further submissions dated 18-08-2017,
07-10-2017, 21-10-2017, 28-10-2017 and 03-11-2017. The APSEB Engineers'
Association gave further written submissions dated 21-10-2017, 28-10-2017 and
15-11-2017. The APSEB Assistant Engineers' Association filed further written
submissions dated 21-10-2017. The petitioners filed their reply to the objections of

Sri M. Venugopala Rac dated 21-10-2017.

11. Sri Challa Gunaranjan, learned counsel for the '* respondent during hearing
on 01-07-2017 stated that the ' respondent consents to the grant of reliefs prayed
for in the petition. The 2™ respondent filed a Memo dated 21-10-2017 stating among
other things that the Goods & Services Tax (GST) on gas transportation charges
was reduced from 18% to 5% reducing consequently the variable cost and the total
cost per unit to Rs.3.47, as opposed to Rs.3.52 mentioned in the memo of the
petitioners dated 13-10-2017. The petitioners are also availing rebate at Rs.2.5%
which is equal to Rs.0.09 per unit. The procurement of power from the 2™
respondent, hence would be at Rs.3.38 per unit. Even the purchases by the
petitioners from the exchanges from April to August, 2017 were for Rs.3.76, Rs.3.64,
Rs.3.44, Rs.3.49 and Rs.4.04 averaging at Rs.3.67 in respect of 579.93 MU
purchased. Hence, the 2™ respondent prayed for approval of the procurement of
power from it by the petitioners, The 2" respondent again filed a Memo on 25-10-
2017 stating that during the course of proceedings on 21-10-2017, it offered to
reduce the power unit cost and it will reduce the cost to Rs.3.31 ps at which rate

procurement of power from it may be approved.

12. During the hearing on 07-10-2017, the petitioners and the 1° respondent
were requested to furnish verifiable material to substantiate the claim that payment
of fixed and variable cost to these three generators will be less than the variable cost
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payable to any other generators, who are permitted in the merit order dispatch as
per the Tariff Order, thereby making even the payment of fixed cost to those
generators not an additional burden to the distribution companies. The petitioners
filed 2 Memo on 13-10-2017 giving particulars of comparable fixed cost and variable
cost. During the hearing on 28-10-2017, learned Standing Counsel for the petitioners
stated that any further information sought for by Sri M. Venugopala Rao in his

objections cannot and is not being furnished.

13.  The first set of identical objections from Sri M. Venugopala Rao and others
contended that a single petition for purchasing power from three generators was
improper and illegal. Making the letter from Andhra Pradesh Power Coordination
Committee dated 03-05-2017 and the draft Power Purchase Agreement enclosed to
it as part of the proceedings is improper. The expired Power Purchase Agreements
of the three projects have no lega! sanctity or relevance and were without any
consent from the Commission. The permission requested concerning 1% and 2™
respondents cannot be sought, without transparent and competitive bidding for
selection and approval by the Commission of the need to purchase power. Revision
of tariff or modification of terms cannot arise when there are no legally tenable
Power Purchase Agreements. The consent of the Commission after a public hearing
was not sought in respect of the buyout of GVK plant though Rs.289.55 crores were
paid by the distribution companies to bail out the owners of GVK. Godavari Gas
Power Plant in tune with the dual role of the distribution companies. The petition
shows undue preference to private generators for extraneous considerations and the
agreement for renewal of gas supply and transport agreement for five years for the
first respondent shows the undue priority to private generators. The extension of

Power Purchase Agreement proposed for ten years is improper when GST with
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GAIL (India) Limited was agreed for five years and when cases are pending in the
High Court and APERC, renewing the Power Purchase Agreement is unhealthy. The
generation of energy by the 1% respondent should have been confined to 55% PLF
and a piecemeal proposal for procurement of power unrelated to long term load
forecast and procurement plan subverts the regulatory process damaging larger
consumer interest when substantial surplus power is available. The CB CID reports
submitted to the State Government in respect of the three plants were kept in cold
storage without any action. Supply of natural gas should have been ensured for the
new four gas based power projects having long term Power Purchase Agreements
and in claiming the cost of power to be cheap, the new four gas based power
projects were not compared in respect of the cost of energy or fixed charges. The
distribution companies which withdrew the forty one Power Purchase Agreements
they had with Non-Conventional Energy generators due to having a surplus of
12013.95 million units as per the Tariff Order of 2017-18 are irresponsible in
proposing to procure power from the 1% and 2™ respondents. The distribution
companies had to pay Rs.2102.44 crores for backing down surplus power and such
avoidable burden will increase if further power is procured from the 1% and 2™
respondents. Quoting the data from “Indian Electricity Market Data Analysis™ made
by the Power System Operation Corporation Limited, the objectors contended that
the distribution companies have to purchase power from the existing Power
Purchase Agreement holders irrespective of cost and if further surplus power is
purchased , fixed charges have to be paid by the consumers for backing down
additional surplus power. When long term load forecast, resources and procurement
plans and State Electricity plan are pending before the Commission, irresponsible

decisions adversely affecting larger public interest cannot be taken. The distribution
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companies have no binding obligation to continue to procure power from the three
projects and the three projects have to be dealt with on case by case basis.
Therefore, the cobjectors desired all the details and data regarding buyout of GVK
plant, renewal of Power Purchase Agreements and proposed tariffs to be provided to
the public at large and to consider the requests only after a final view is taken on
long term load forecast plans of Transmission Corporation of Andhra Pradesh
Limited and the distribution companies.

14. A.P. Spinning Mills Association in their objection while requiring the Power
Purchase Agreements etc., to be produced stated that the gas supply agreement is a
fait-accompli and it has to be examined whether the proposed power procurement
will add to the problem of plenty and the attendant fixed cost burden for the backed
out generation. The distribution companies cannot lament against supply of cheaper
power to industries by Andhra Pradesh Gas Power Corporation Limited. The
purchase of GVK plant is also a fait-accompli. The objector desired the cost benefit

analysis to the consumer be made.

15. The APSEB Engineers' Association in its objection dated 01-07-2017 stated
that apart from the surplus energy estimated in the Tariff Order of 2017-18, the
Andhra Pradesh Generation Corporation Limited (APGENCO) decided to stop
allocation of power to Telangana State and Telangana State Power Generation
Corporation Limited (TSGENCQ) decided not to schedule power from their plants to
Andhra Pradesh, leaving a net off power of 459 MW to Andhra Pradesh. Thus, 2173
MW power due to stoppage of power allocation to Telangana State further
aggravated the situation. Andhra Pradesh State Load Dispatch Centre (APSLDC) is
issuing backing down instructions to Andhra Pradesh Generation Corporation

Limited (APGENCQ) based on merit order dispatch but Andhra Pradesh distribution
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companies are liable to pay fixed charges for the shut down units. That apar, the
Transmission Corporation of Andhra Pradesh Limited (APTRANSCO) entered into
Power Purchase Agreements with wind and solar power developers, who have must
run status, of a capacity of 5517 MW. With supply becoming much higher, renewal of
Power Purchase Agreement with the 17! respondent for ten years will increase the
liabilities of the distribution companies and the gas availability is only 40% of the
capacity of the gas based stations and the fixed cost varying between Rs.0.71 to
Rs.0.90 per kWh from years 1 to 10. The availability of fuel and health of the
machine were not stated in the Power Purchase Agreement and 100% capacity was
declared by the 15" respondent without taking into account the availability of fuel.
The fixed cost component then will be around Rs.1.40 to Rs.1.80. Power purchase
cost due to payment of fixed charges to thermal stations will increase for ten years
more and even regarding the variable cost, the distribution companies will be liable
to pay the minimum fuel charges and positive imbalance charges in case of backing
down. The variable cost will increase significantly if the distribution companies have
to pay penalties for non-consumption of available gas, though a 06-11-1995
notification by the Government of India exempts the State Electricity Board from any
fuel risk. Hence, they desired and sought for non-grant of approval to the renewed
Power Purchase Agreement between the distribution companies and the 1*
respondent.

16. APSEB Assistant Engineers' Association in their objections dated 01-07-2017
stated that 80% of the tariff component is due to power purchase cost only and due
to addition of 2500 MW capacity of wind and solar power, the State Load Dispatch
Centre (SLDC) has to issue backing down instructions to APGENCOQO stations for

which fixed charges have to be paid. The power purchase cost will increase in case
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of the Power Purchase Agreement with the 2" respondent and the penalties payable
by the distribution companies are significant. In any emergency, power is available in

open market at fower cost through competitive bids, without paying the fixed cost.

17. Federation of Farmers Associations, Andhra Pradesh, Guntupalli in their
representation dated 29-06-2017 stated about the violation of rights of the people,
who are threatened against expressing their opinions even during the public

hearings.

18. The petitioners in their response to the first set of objections of Sri
M. Venugopala Rao and four others again reiterated that a single petition was filed
as an error committed in the Aggregate Revenue Requirement inadvertently in the
tariff calculations was common to the three projects. As negotiation and finalization
of the Power Purchase Agreement is a long drawn process, the distribution
companies seek to extend the expired Power Purchase Agreements on adhoc basis
on the same terms and conditions. The distribution companies took a decision to
procure power which is cheaper and lower than the ceiling price fixed by the
Commission and in the Aggregate Revenue Requirement of 2016-17 also, power
was availed from these stations, though the Power Purchase Agreements expired
by then. Consequential procedures on expiry of Power Purchase Agreements were
initiated before their expiry under intimation to the Commission and the revision of
tariff was sought only for 2017-18 but not for long term purchases. The tariff was
reduced to the extent possible through negotiations on payment of Rs.180 crores.
Fixed charges were avoided by acquiring GVK plant on 22-04-2016 and the project
was purchased at 50% of the cost. The project is on Ac.211.73 % cents. GVK will

pay lease amount towards utilization of common facilities for which an agreement
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was already entered into. No tariff is decided for the power generated by the
distribution company projects. The Gas Supply Agreements are renewed for ten
years as per the Government of India policy. The capacity of 1% respondent plant is
the subject of the pending cases before the Hon'ble High Court. The complaints by
the Transmission Corporation of Andhra Pradesh Limited against the 2™ respondent
on capital cost failed before the police and the Commission. The four new gas
based plants have agreements with the Reliance Gas while the three plants have
Gas Supply Agreements with ONGC gas. As dispatches from renewable energy are
highly unpredictable, generation from gas based stations will effectively maintain the
grid discipline due to quick response time. The prices and availability in exchanges
are volatile and the prices go up when the distribution companies seek to
purchase power. The process of renewal/buyout in respect of the three stations
started six months before the expiry of the Power Purchase Agreements  and the
solar power produced is only 20 to 30% PLF of instalied capacity and vagaries of

weather make huge dependence on renewable sources not viable.

19.  The petitioners in their response to the objections of Engineers’ Association
and the AP Spinning Mills Association stated that the emphasis is on pure merit
order dispatch including the State owned generators. The utilities are searching for
cheaper sources of energy and to avoid any damage to grid stability due to sudden
variation in renewable energy, gas stations have to be in the energy portfolio. The
capacity declaration clause is incorporated in Schedule "B" of the draft Power
Purchase Agreement. The Power Purchasé Agreements are available on the
websites of Transmission Corporation of Andhra Pradesh Limited and the

Commission.
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20.  Sri M. Venugopala Rao in his submissions on 18-08-2017 stated that the so
called apparent common error claimed to have been made inadvertently by the
distribution companies in tariff calculations of the three projects is irelevant. Why
buyout is not economically viable in case of 1* and 2™ respondents is not explained.
The question of revision of tariff does not arise and no power is needed to be
purchased from any plants with which the distribution companies have no legally
binding obligations to purchase power. The claim that the power from these three
stations is cheaper is not correct and without data. For new IPPs, the variable cost
worked out to Rs.1.90 per unit and fixed cost is Rs.1.08 ps per unit whereas it is
Rs.2.05 and Rs.1.42 for the 1% respondent and Rs.2.15 and Rs.1.45 for the 2™
respondent. The total charges worked out to Rs.2.98 per unit for the new IPPs and
Rs.3.47 per unit for ' respondent and Rs.3.60 per unit for the 2™ respondent.
Whether 1*' respondent agreed to reduce the tariff in negotiations was not stated
and when litigation on installed capacity is pending, why should power be purchased
from the 1% respondent? Distribution companies may be directed to state whether
GVK cleared the loan dues to the banks for this plant and what are the conditions of
lease agreement for use of the land. These aspects of buyout price and lease
amount have to be determined after public hearing for assessing the tariff and
efforts have to be made to get the gas allocation to Godavari Gas Power Plant, if not
scheduled to 1% and 2™ respondents. The replies of the distribution companies are
to the detriment of the larger consumer interest and entering into long term Power
Purchase Agreements ta purchase high cost Non-Conventional Energy power is
irrational, more so, exceeding the Renewable Power Purchase Obligation. The
arguments of the distribution companies against the danger of buying high cost

power is against their own long term Power Purchase Agreements for buying high
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cost power without any imperative need and even very low PLF will not absolve the
distribution companies of paying full fixed charges. These plants were not included
in the long term load forecast and plans. While the scope for manipulation in
exchanges cannot be ruled out the power from central generating stations was not
fully drawn and the Southem States came to an understanding to purchase power
from one another depending on availability and requirement linked to power

exchange prices.

21.  Sri M. Venugopala Rao in his further submissions dated 07-10-2017 stated
that the distribution companies have to pay Rs.62 crores and Rs.45 crores more per
annum to the 1% and 2™ respondents than what they have to pay to new IPPs if
power is purchased as proposed. So it will be prudent to get gas allocated to the
new IPPs and purchase power from them and get the reduction of tariff by Rs.1285
crores during the proposed periods of Power Purchase Agreements. Vemagiri
project should be given priority in the allocation of natural gas and the distribution

companies have eliminated these plants from their revised long term load forecast.

22.  In his further submissions dated 21-10-2017, Sri M. Venugopala Rao stated
that information relating to non-generation and supply of power from coal based
thermal power stations has to be furnished to know the severe coal supply
constraints. The thermal power, stopped supply to Telangana State distribution
companies from June, is available additionally for an instailed capacity of 1514 M.
The quantum of thermal power available to Andhra Pradesh distribution companies
under bundled power from NTPC should be specified and the implementation of
backing down of thermal power stations should be as per merit order dispatch. This

information has to be furnished. The distribution companies are silent about the new
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gas based private power projects and recent heavy rains lowered the demand for
power and increased the generation of hydel power. The information relating to
backing down power by SLDC should be examined to confirm whether the principles
of merit order dispaich are adhered to. But the distribution companies did not submit
any information about Godavari Gas Power Plant to show its variable cost to be less
plus the fixed cost payable to the other generators for backing down. The learned
objector gave calculations to show that the purchase of power from 1% and 2™
respondents by backing down the other units as per the merit order dispatch would
impose avoidable burden on the distribution companies and the consumers. The 1%
and 2™ respondents stand at 17" and 15" places in that merit order. The burden of
purchasing 432 MU for six months from 1! and 2" respondents as proposed will not

be there for purchase for short periods in case of urgent need.

23. Sri M. Venugopzla Rao in his further submissions dated 28-10-2017 stated
about the principles of merit order dispatch as evidenced by the information referred
to by him which shows avoidable burden of Rs.0.531 per kWh on the consumers. If
PGCIL charges are included, the avoidable burden will be more and even the offer
by the 2™ respondent to reduce its tariff to Rs.3.31 ps per kWh cannot justify the
purchase. The distribution companies showed the variable cost of NLC wrongly.
There is no documentary evidence to show the anticipated and severe coal supply
constraints for next six months. The learned objector claimed that the information

sought for by him was not provided by the distribution companies.

24.  Sri M. Venugopala Rao ultimately in his final submissions dated 03-11-2017
stated that the way the public hearing has been conducted and the "Commission

responded to their request has been found wanting in ensuring the regulatory
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process in @ meaningful and purposeful way". Though the learned counsel for the
petitioners bluntly refused to furnish any required information, the "Commission
expressed its helplessness to get the relevant information®, though it has the power
of Civil Court. The Chairman of the Commission expressed the view during public
hearings that no surplus power is available even without any relevant information to
substantiate such a claim. The ever changing and quickly fading stand of the
distribution companies about the revised methodology of merit order dispaich or
inadvertent errors in the Aggregate Revenue Requirements or inflated cost of NLC
etc., confirm that the petitioners are under strong pressure. Still it is strange that the
Commission is harping on the representatives of the Engineers Associations being
expected to know these things. The Commission and the distribution companies
expecting the learned objector to believe that there is no surplus power negates the
spirit of reguiatory process and the public hearings. If the Commission has such
relevant information, it should have been made the public to establish transparency
and accountability. It is difficult to understand the silence and unresponsiveness of
the Commission and it's reluctance to exercise its legitimate authority. Six months in
the financial year have been passed without purchasing power from 1% and 2™
respondents without any problem. What is the basis for presumed availability of
power through exchanges or competitive bidding at higher rates only? How can the
Commission give consent on the mutual understanding between the petitioners and
the respondents without any due process or Power Purchase Agreement? Still as
suggested by the Chairman of the Commission to suggest what conditions should
be imposed for purchase of such power, the learned objector is making suggestions
in academic interest only that the distribution companies may be directed to go

through exchanges or competitive bidding for additional power where required,
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should ensure competitive tariffs and the 1! and 2™ respondents have freedom to
come through the same. If the petitioners are intending to purchase power from 1%
and 2™ respondents, it may direct them to purchase power at the fixed charges that
were applicable at the time of expiry of the Power Purchase Agreements by working
out the same per unit based on 80% PLF. In other words, there should be no
payment of fixed charges for deemed generation and no reworking out of fixed
charges based on actual generation. There is nothing on record that 1% and 2™
respondents have incurred additional capital expenditure. Fixed and variable
charges for both should be firm and any purchase should be strictly foliowing merit
order dispatch, without any obligation for the distribution companies to pay fixed
charges or penalties. Fixed charges and transmission charges to be paid to the
backed down projects should also be taken into account. The Commission should
respond in its order to all the relevant issues and points raised by the learned
objector.

25. APSEB Engineers’ Association in its letter dated 15-11-2017 pointed out that
the petitioners worked out the levelized fixed charges and variable charges for the
1% and 2™ respondents at 40% and 55% PLF respectively. But, as per the APERC
Regulations, IPPs must operate at 80% PLF to get full fixed charges. So the
operating norms to be followed and penalty clause should be incorporated in the
renewal of the Power Purchase Agreement. Hence, no short term purchases or

Power Purchase Agreements may be permitted.

26. APSEB Engineers’ Association in its earlier letter dated 21-10-2017
contended that RTPP, SDSTPS and Dr. NTPPS are in running condition except for
backing down instructions by SLDC. The 1* respondent gets more profit if it goes to
the exchange and in approaching the distribution companies, it kept an eye on the
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fixed charges. The distribution companies sustained loss due to gas allocation from
Andhra Pradesh Gas Power Corporation Limited for the reasons stated by the
objector. The distribution companies did not submit the information relating to
implementation of backing down as per the merit order dispatch and the total
surplus power from the tariff order, any scheduled net off power and allocated power
from NTPC is 2598 MW. This is apart from the generation of hydel power after rains.
The State Public Sector undertaking APGENCO becomes a waste if private

15!

purchases are so allowed and the 1 respondent should also be subjected to a

buyout.

27. APSEB Engineers' Association in its further submissions dated 28-10-2017
stated that the installed capacity is almost 200% to the peak demand and in fact
APSLDC is curtailing the units of APGENCO in order to maintain grid stability. Huge
public money is wasted if public sector units are thus backed down and it is better to
buy out the plants of both the 1% and 2™ respondents. Hence it requested that

renewal of the Power Purchase Agreements may not be approved.

28. APSEB Assistant Engineers' Association in its letter dated 21-10-2017 gave
the calculations showing that unit cost is around Rs.5.7 for the respondents while the
unit cost on the average for purchase from the exchanges in 2017 is Rs.3.66. There
is no need to procure power from the 1* and 2 respondents in the power surplus

scenario.

29. The petitioners in a Memo filed on 13-10-2017, calculated the unit cost in
different contingencies, actual cost in 2016-17, the effect of revision of natural gas
price from 01-10-2017, the variable cost of NLC Stages 1 & 2 and the average cost

on energy purchases from exchanges from April to August, 2017, The petitioners
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stated about the allocation of excess gas not scheduled to the 1% and 2™
respondents to be resuiting in supply of cheaper energy to industrial consumers by
APGPCL resulting in loss to the distribution companies. The distribution companies
should be permitted to avail cheaper generation to the extent of 432 MU more so
due to anticipated severe coal constraints for next six months, for the grid availability
and stability and due to decision of the State Government, the distribution

companies shall be aliowed to purchase power from these three piants.

30. The point for consideration is whether the procurement of power from the 1%
and 2" respondents and Godavari Gas Power Plant by the petitioners should be
approved for the year 2017-18 as prayed for.

31. The Interlocutory Application herein is only seeking the relief of approval for
procurement of power from respondents 1 and 2 and Godavari Gas Power Plant
during the year 2017-18, while the Power Purchase Agreement with the 1%
respondent admittedly expired on 01-01-2016. The proposal to renew the Power
Purchase Agreement for ten years on mutually agreed tariff is not the subject matter
of the present Application, while the petitioners claimed the procurement of power
from the 1% respondent to have been stopped since 07-04-2017. The letter dated
03-05-2017 along with the draft Power Purchase Agreement for approval for
procurement of power from the 1* respondent was stated to be pending with the
Commission. Similarly, the Power Purchase Agreement between the petitioners and
the 2™ respondent also expired on 18-04-2016 and it was stated that the petitioners
submitted proposal of renewal of the Power Purchase Agreement with the 2%
respondent to the State Government. After receiving it, they will approach the
Commission for renewal and fixation of tariff. The petitioners therefore requested for

approval for procurement of power from the respondents 1 and 2 dehors the
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approval of renewed Power Purchase Agreements. They also requested for fixation
of an adhoc single part tariff in terms of the existing Power Purchase Agreement
subject to adjustment later on approval of renewal of the Power Purchase
Agreement and fixation of tariff. In so far as Godavari Gas Power Plant is
concerned, the petitioners themselves exercised buyout option and took over the
power plant with the approval of the State Government. They claimed that the power
plant continued generation and supply being the own project of the petitioners and

requested for revising the fixed and variable cost in the manner presented by them.

32.  While the petitioners did not place any information before the Commission so
far about any final decision on the ownership of Godavari Gas Power Plant, it is only
after completion of the total buyout process that the position will be clear about the
appropriate future course of action regarding the manner of procurement of power

from the said plant or its price.

33. As already stated, the letters addressed on behalf of the petitioners on
03-05-2017 and 20-05-2017 with proposals for purchasing power from the
respondents 1 and 2 respectively were withdrawn by the letters dated 22-05-2017
and the petitions said to be in the process of filing on the subject matter were not yet
filed before the Commission. Therefore, the request for approval of procurement of
power from the respondents 1 and 2 under any Power Purchase Agreements in
renewal or fixation of any tariff there-under are not under consideration of the
Commission in this Interlocutory Application or otherwise as of now. Similar is the
case of Godavari Gas Power Plant in respect of which original request was made by
a letter dated 18-05-2017 for revising the variable cost, paying lower fixed cost and

ratifying the continued generation of power from that plant, which was withdrawn by
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a letter dated 20-05-2017 and in the case of this plant also, any petition proposed to
be filed, was not filed so far. As already stated, the letter dated 05-06-2017 from the
Commission informed about the acceptance of the request for withdrawal of the
proposals with liberty to file petitions. In view of the proposal of the petitioners to file
appropriate petitions regarding the subject matter of their earlier letters extracted in
detail above, the subject matter of those letters or the proposed petitions except to
the extent of any of their contents overlapping the contents of the present
Interlocutory Application, may not be open for examination and consideration on
merits herein as the same may result in prejudging the issues that may arise for
consideration in such petitions on the material that may be placed before the
Commission by the petitioners or other stakeholders in such petitions. Under the
circumstances, the Commission is compelled to tread carefully a narrow and
restricted path to confine its consideration only to the relevant questions involved in

the Interlocutory Application.

34. The present Interlt;cutory Application has been filed under section 62 (4) and
section 86 (1) (b) of the Electricity Act, 2003 and Regulation 55 of the Andhra
Pradesh Electricity Regulatory Commission (Conduct of Business) Regulations,
1999. Section 62 (4) provides that no tariff or part of any tariff may ordinarily be
amended more than once in any financial year, except any changes under fuel
surcharge formula. Section 86 (1) (b) makes it a function of the Commission to
regulate electricity purchase and procurement process of distribution licensees
including its price through agreements for purchase of power for distribution and
supply within the State. Regulation 55 of the Business Regulations saves the
inherent powers of the Commission. Regarding inherent powers, the Commission is

bound to confine itself to the limits laid down by the Hon'ble Supreme Court in its
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latest decision in Gujarat Urja Vikas Nigam Limited Vs. Solar Semiconductor Power
Company, C.A.N0.6399 of 2016 decided on 25-10-2017. Referring extensively to the
provisions of the Electricity Act, 2003, the Hon’ble Supreme Court noted that an
amendment to tariff by the Regulatory Commission is permitted under section 62 (4)
read with 64 (6) and section 86 (1) (a) clothes the Commission with the power to
determine the tariff and under section 86 (1} (b), it is for the Commission to regulate
the price at which the electricity is to be procured from the generating companies.
Noting that there cannot be any quarrel with regard to the power conferred on the
Commission with regard to fixation of tariff for the electricity procured from the
generating companies or amendment thereof in the given circumstances, the
Hon’ble Supreme Court held that the inherent power of the Commission is available
to it for exercise only in those areas where the Act or Rules are silent and there
cannot be any exercise of the inherent power for dealing with any matter which is
otherwise specifically provided under the Act. The interests of the consumers are to
be safeguarded in determination of tariff with notice to the public after considering all
the suggestions and objections received or the amendments thereof. The
Commission being a creature of a statute cannot assume itself any powers which are

not otherwise conferred on it.

35. The Electricity Act, 2003, a consolidating legislation was intended among
other things for protecting interest of the consumers and rationalization of electricity
tariff. The State Commission shall ensure transparency while exercising the powers
and discharging its functions as per section 86 (3). The Conduct of Business
Regulations, 1999 and the specified powers of a Civil Court enumerated in section

94 guide the Commission it its proceedings.
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36.  With this background it should be noted that any of the stakeholders also did

not question the jurisdiction of the Commission to consider and decide the

interlocutory Application on merits.

37. In the identical objections of Sri M. Venugopala Rao and others first filed,
buyout of the plant from GVK and various questions relating to the same including
the absence of any registered Sale Deed so far was questioned in detail but those
issues may be the relevant subjects for consideration, if the Commission is
approached for any relief relating to buyout or transfer of ownership or fixation of any
tariff. The questions raised in that regard may be of some significance but if
Godavari Gas Power Plant is fully owned by the petitioners as claimed, whether the
same legal persons being the owners of the generating companies and the
distribution licensees will obviate the necessity of a Power Purchase Agreement is
not crucial for avoiding any arbitrariness or detriment to larger consumer interest in
fixing the tariff for such power. As the transfer of ownership and registration of a Sale

Deed are still awaited, it will be appropriate not to express any opinion on the same.

38. The objections of A.P. Spinning Mills Association dated 30-06-2017 sought for
the copies of the Power Purchase Agreements of all the three generators but as
already stated, any Power Purchase Agreements are not the subject matter of the
present consideration. The advice of the State Government due to which power was
purchased from the 1% respondent upto 07-04-2017 is not provided with this
proceeding to confirm or deny whether such advice has been placed before this
Commission and whether any orders are passed by this Commission in that regard.
While the gas supply agreement has of course become a fait-accompli as pleaded

by the Discoms, the same in no way fetters this Commission from discharging its
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functions relating to any arrangement or agreement between the petitioners and the
1% respondent. The A.P. Spinning Mills Association rightly cautioned against adding
to the problem of plenty and burdening the consumers with fixed costs for backing
down already approved sources but the petitioners claimed such burden to be less
than the burden of paying fixed cost to the backed down generators and there is no
clear proof that such a claim is false or inaccurate. While supply of cheaper power by
the APGPCL to its industrial consumers cannot be a matter of complaint for the
petitioners, the manner of allocation of gas by GAIL is not a relevant factor to
consider reasonableness or acceptability of procurement of power from the 2™
respondent by the petitioners. While the plans of procurement of power need to be
revised in tune with the proposed procurement, the petitioners claimed to have made
a cost benefit analysis on any guestionable terms in respect of the consumers

according to their replies.

39. The APSEB Engineers' Association was mainly referring to the fixed and
variable cost and penalties etc., to confradict the petitioners. In its objections dated
01-07-2017 the estimated surplus energy for tariff year FY 2017-18, the addition of
unallocated power to Telangana from APGENCO and stoppage of power allocation
to Telangana State were claimed to aggravate to 2173 MW and if the mission of the
State Government were to reduce the tariff from the next year, the increase in the
fixed and variable cost is contrary to it. These contingencies were conceived by the
association with reference to renewal of the Power Purchase Agreement with the 1
respondent for a further period of ten years while the present Application is confined
to short term purchases for this financial year claimed to have been necessitated for

the reasons claimed by the petitioners.
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40. The APSEB Engineers' Association in its further objections dated 21-10-2017
suggested that the buyout option in respect of the 1% respondent will be beneficial to
the State Government and the consumers but the same is a decision to be taken by
the petitioners in accordance with their contractual rights on merits on which this
Commission cannot express any advance opinion before any such decision is taken
and placed before it for consideration. The Association considered it more profitable
for the 1* respondent if it sells its power through power exchange than eying the
fixed charges from the petitioners. But the consideration herein is not what is
profitable to the 1% respondent but to the petitioners and the consumers. Similarly,
the anticipation of severe coal shortage for six more months by the petitioners and
contrary expectations of the objectors are contingent on future circumstances not
susceptible to any mathematical assessment by the Commission. Similarly the
circumstances relating to new IPPs ie., GMR, Gautami, Konaseema and GVK
extension or the running of APGENCO plants, RTTP, STSPPS and Dr. NTPPS may
be relevant to assess any long term impact which may not be necessarily true of
short term purchases. The Association also referred to the absence of comparison
of variable cost of all the generators, implementation of backing down instructions,
increase in ftransmission losses, dropping voitage profile, increase in hydel
generation in addition to the surplus of 2598 MW etc., which aspects may require a
deeper study in the overall planning of the power sector and sacrificing public sector
units of APGENCO having a hidden but a strong social impact is undoubtedly a
strong circumstance requiring a delicate balancing of interests of public and private

generators.

41.  In their further objections dated 28-10-2017, the Association again canvassed

about protecting public sector units and huge public meney and the advisability of
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buying out the plants of the 1* and 2" respondents as done in the case of Godavari

Gas Power Plant. As already stated, these are issues on which a decision cannot be

arrived at within the scope of this interlocutory Application.

42. In the last of their representations dated 15-11-2017 with reference to the
query by the Commission during the public hearing as to what would be the
appropriate conditions to be imposed in case such procurement of power were to be
accepted, the Association suggested that as per the Regulation of the Commission,
the operating norm should be 80% PLF to get full fixed charges with penalties for
under generation and as the AP DISCOMS did not substantiate their decision with
relevant data when the PLF of APGENCO is more than 80% and not 37% as
projected by AP DISCOMS. Hence, they sought for rejection of the request to
protect the interests of the consumers and this suggestion to clarify the operating
norms to be followed has to be kept in view, while it is true that the data produced by

the AP DISCOMS is not exhaustive but is random.

43. The APSEB Assistant Engineers’ Association raised similar objection on
01-07-2017 about possible increase of power purchase cost by entering into any
agreement with the 2™ respondent and the availability of emergency power at lower
cost in open market through competitive bids without paying fixed charges. But the
objection was against the proposed renewal of the PPA with the 2" respondent. In
their further objections dated 21-10-2017, the Association gave its calculations to
suggest the unit cost of the respondents to be about Rs.5.70. It is contrary to the
calculations given by the petitioners. The Association reiterated that AP DISCOMS
can buyout the two units but not procure power from them levying excess burden on

the consumers. The statistical data of the Association and the petitioners are at
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absolute variance and a statement from the public utility may deserve preference in

case of such divergence.

44. The Federation of Farmers' Association has not touched upon any of the

questions directly in issue herein.

45. This leaves the different objections of Sri M. Venugopala Rao (and other
identical objectors) from 16-06-2017 to 03-11-2017 and the responses of the

petitioners to some of the objections of the stakeholders.

46, A single petition for purchase of power from three generators was opined to
be improper and illegal, but no specific provision of law or precedent to that effect is
placed before the Commission to be relied on in this Interlocutory Application.
APPCC's letter or draft Power Purchase Agreement are not under consideration
herein, hence making any inquiry into the legal sanctity of APPCC not required here.
While the Power Purchase Agreements of those generators which expired due to
efflux of time have no relevance for the present consideration except forming part of
the chronology of events, as already stated, the terms of any proposed renewal
Power Purchase Agreement are also not the subject of the consideration herein and
any questionability in terms of propriety therefore does not arise. That competitive
bidding is the only route for even short term purchase of power is not shown to be
mandatory under any provision or principle and revision and review of or mutual
negotiations for tariff or modified terms of the Power Purchase Agreement etc., may
not be meticulous expressions but the request of the petitioners plainly and simply
understood is for procurement of short term power from the three generators at the
price indicated by them for the financial year 2017-18. The buyout of GVK plant and

the various issues raised surrounding GVK are beyond the scope of the present
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Interlocutory Application and whether the same legal entity can enter into a Power
Purchase Agreement with itself is a moot question, a research into which is not
indispensable herein. The motives behind the proposal for procurement of power
herein, the reasons for renewal of gas supply and transport agreement of the 1*
respondent, the pendency of W.P.No.7838 of 2004 and connected matters etc., were
suggested to be indicative of undue preference to Lanco (1% respondent) but they
can have no direct impact in considering the reasonableness of procurement of
power sought for herein. It is true that a long term load forecast and procurement
plan etc., are the subject of a pending public hearing but the conclusion of the same
is likely consume some more time while the present request is for a short term power
supply for the present financial year. An inquiry by CBCID is claimed to have been
ordered by the State Government into the various alleged manipulations of three
generators and the consequential reports are claimed o have been kept in cold
storage about which aspects, there is no material before the Commission in this
inquiry. While the four gas based power projects which ought to have been
preferred for supply of gas according to the objectors are also private players, the
learned objectors have raised issues of comparability of the fixed charges and
variable charges of different generators and the Discoms claimed such comparison
to be in favour of the three generators herein. Purchase of this power in spite of
surpius is claimed to be highly irresponsible but the Discoms claimed that surplus in
calculation did not turn out to be surplus in reality. The calculation of the additional
financial burden on the consumers due to the liability for payment of fixed cost at
Rs.2102.44 crores is not admitted by the Discoms and the considerations for award
of additional surcharge from open access consumers are not relevant considerations

for the present consideration. The objectors relied on the Indian Electricity Market
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Data Analysis by an enterprise of the Government of India to refute the claim of this
power being cheaper but such intraday/contingency market depends on the vagaries
of the market conditions and forces and may not offer a safe basis for stable
planning. The very strong criticism of the “powers that be"” and their ways cannot be
the subject of determination herein. The objectors ultimately sought for full data
(more data than fumished) and the learned Standing Counsel for the petitioners

submitted that any further information cannot and is nof being furnished.

47. In his further objections dated 18-08-2017, Sri M. Venugopala Rao claimed
that so called apparent common error claimed to have been made inadvertently by
the Discoms in the tariff calculations of three projects is irrelevant and the subject
common petition is uncommon in the annals of the Commission. While the
petitioners have not traced the manner in which such an “error” has crept in. |If it
were such an error as would materially affect the fixation of merit order dispatch by
the Commission, the same may not be lightly brushed away as irrelevant. As rules
of procedure are intended to be hand maids of justice, the form of the petition
making a common prayer in respect of the three generators in an Interlocutory
Application should not lead to any denial of civil or substantive rights, if the parties
are otherwise entitled to the same. The learned objector worked out the total tarifis
for new IPPs and these three plants at Rs.2.98, Rs.3.47 and Rs.3.60 per unit, which
the Discoms do not admit. While the various issues about the GVK buyout, gas
supply agreement, CBCID inquiry etc., are not the core issues to he considered
herein, similar are the questions relating to high cost NCE, RPPO, the inclusion or
exclusion of respondents 1 and 2 in the long term power procurement plan, possible

marnipulaiions relating to power exchanges etc.
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48. In the submissions of Sri M. Venugopala Rao dated 07-10-2017 again the
possibility of paying Rs.620 crores more to the 1% respondent and Rs.675 crores
more to the 2™ respondent in comparison to new IPPs was referred to and it was
stated that it is desirable to give priority to Vemagiri project which agreed for deletion
of the clause for payment of fixed charges for deemed generation, subject to certain
conditions. While this suggestion of Sri M. Venugopala Rac regarding Vemagiri
project has to receive the attention of the concerned authorities, as already stated,
the any excessive tariff being payable to respondents 1 and 2 is not admitted by the

Discoms.

48.  Sri M. Venugopala Rao in his later submissions dated 21-10-2017, questioned
the non-fumishing of information about the basis for anticipation of severe coal
supply constraints in the next six months and the Discoms not furnishing the relevant
information. He also pointed out that the coal which could have generated the
installed capacity of 1514 MW supplied to TS Discoms could have been utilized to
generate and supply the said power to AP Discoms as per\ the existing Power
Purchase Agreements after the stoppage of supply of thermal power to TS Discoms.
In addition is the bundied power from NTPC and any backing down has to follow the
merit order dispatch. The direction of the Commission about procurement of energy
only from approved sources is also relied on and the contentions of the parties on
these aspects are mutual denials of each other's contentions. There is also no
definite information about the increase in generation of hydel power and slump in
power demand. He stated in detail the reasons for concluding that purchase of
power from respondents 1 and 2 by backing down other power units as per the
principles of merit order dispatch would impose avoidable additional burden on the

Discoms and the consumers and he calculated the possible placement of
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respondents 1 and 2 in merit order. While respondents 1 and 2 obviously did not
approach any power exchange, the same may be due to the fluctuating fortunes in
any transactions through the power exchanges compared to the stability and
continuity of any transactions with the petitioners. The detailed reasons in the
submissions dated 21-10-2017 definitely provoke some doubts about the necessity
and justifiability of the proposal herein but at the same time, there is also no

irrefutable matenal to totally deny any credit to the claims of the Discoms.

50. Sri M. Venugopala Rao in his further submissions dated 28-10-2017 stated
about the generation backing down sequence issued by SLDC with effect from
30-09-2017. The merit order dispatch report of Ministry of Power, Government of
India dated 23-10-2017, the energy deviation statement of September, 2017 to the
Commission by APPCC etc., to show that transmission charges are not being
considered for implementation of the merit order dispatch. PGCIL charges for non-
utilization at Rs.0.58 ps per kWh have to be paid and backing down power from NLC
will result in an avoidable burden of 0.531 ps per kWh on the consumers. The offer
by the Spectrum, 2™ respondent to sell at Rs.3.31 ps per kWh also cannot justify
backing down of NLC. He compared the information in the earlier years to indicate
that the variable cost of NLC power was not correctly projected and he also relied on
the absence of any material to show severe coal supply constraints. He complained
against the Discoms not furnishing the information sought by him during the public
hearing and as already stated, the Discoms did not furnish any information. The
claims of the objectors about the 1% respondent vis-a-vis NLC are denied by the

Discoms.
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51. In the final submissions dated 03-11-2017, Sri M. Venugopala Rao
complained about the way in which the public hearing is conducted and the
Commission responded to their requests, but the Commission can only say that it is
acting to the best of its ability, knowledge and judgment in conducting the
proceedings including the public hearings or responding to the requests of various
parties or stakeholders. When the learned Standing Counsel for the Discoms stated
about not producing any further information, it was made clear by the Commission
that the necessary inferences about non-production of any information will be drawn
if any such information is considered to be vital to the issue and available with the
Discoms and suppressed from the Commission and it is for the Commission to arrive
at any such conclusion and not for a party or a stakeholder to presume helplessness
on the part of the Commission. It should be made clear at this stage that in any
judicial proceedings (the proceedings before the Commission having been deemed
to be judicial proceedings under section 95 of the Electricity Act, 2003), the
court/judge actively participates in the hearing and such interventions are with a view
to elicit information or to have a question of law or fact clarified or to stimulate a

discussion on conceivable alternative courses of action to do justice.

52. In the objections dated 16-06-2017, the observations of the Chairman of the
Commission during some other hearing, about the legal sanctity of APPCC and
accusing it of executive arrogance were referred to. The observations of the
Commission through its Chairman were neither conclusions nor accusations but
were queries to elicit the legal sanctity of APPCC and if it has no legal sanctity,
whether its actions amount to executive arrogance. Similar is the observation in the
objections about the present public hearing being without a precedent but it is

humbly sought to be brought to the notice of all concerned that it is only with a view
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to ensure more transparency and accountability that matters which were earlier
considered and decided purely as administrative matters within the secrecy of the
office of the Commission are now brought to the realm of the public hearing
whenever public interest is considered by the Commission to be involved and it is
only hoped that mere disagreement of the Commission with the views or perceptions
of a stakeholder or a party may not be construed as per se indicating any lack of

bona fides on the part of the Commission.

53.  Similar observations of the Chairman during the public hearing that no surplus
power is available is not an expression of opinion or view that no surplus power is
available but to know about the acceptability of the proposed procurement of power
vis-a-vis availability or non-availability of surplus power. If the representatives of
Engineers’ and Assistant Engineers’ Associations were asked as to whether they are
expected 1o know the details of realities as part of the organizations, it is because
they came up with facts and figures and not with a view to draw any conclusion from
their answers. A hope was expressed that the Commission would respond to all the
relevant issues and points raised by the objector and it would be the endeavour of
the Commission in all matters including the present one to respond to and decide all
the relevant issues and points raised in any proceedings before it. 1t may not be a
word to word, line to line reply but in no case, the Commission failed to deal with and
answer any questions which it felt relevant to the inquiry before it. The Commission
only wishes to place on record that all its actions and orders or expressions are in
bona fide, honest and neutral belief of their correctness, reasonableness and
justification in fact and law and hopefully the credibility of the Commission on that
count is not in doubt. The Commission might have gone wrong in its conclusions

and its actions but never knowingly or designedly. However, the Commission does
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not claim to be infallible and will continue to make every effort to improve itself

without giving any scope for repetition of its mistakes, if any.

54. Be that as it may, the objections dated 03-11-2017 about the silence and
unresponsiveness of the Commission and its reluctance to exercise its legitimate
authority are noted with pain and anguish and any such impressions or insinuations

are left to the good sense of the concerned.

8§5. Learned objector while sticking to the stand that available surplus power
excludes any necessity for the proposed procurement, made suggestions in
academic interest as desired by the Commission. He suggested that Discoms may
be directed to go through power exchanges or competitive bidding when required
and if purchase of power from respondents 1 and 2 is permitted, it may be at the
fixed charges applicable at the time of expiry of their Power Purchase Agreements
working it out it at 80% PLF. In other words, there should be no fixed charges for
deemed generation and no reworking of fixed charges on actual generation more so
when no additional capital expenditure is incurred. The fixed and variable charges of
the respondents 1 and 2 should be firm as in the case of purchase of power from
power exchange and the purchase should be strictly following the merit order
dispatch without any obligation to the Discoms to pay fixed charges or penalties after
taking into account the fixed charges and transmission charges to be paid by the
Discoms to those projects which will be backing down in order to purchase this
power. The suggestions of Sri M. Venugopala Rao and the Engineers’ Associations

have to be kept in view accordingly.

56. In their application and their responses, the petitioners have clearly stated
about an ‘accidental’ error in the numbers inadvertently made in the tanff calculation
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of these three projects in the filing of Aggregate Revenue Requirement by the
distribution companies for the financial year 2017-18. The error described as
apparent by the petitioners themselves is difficult, if not impossible, to be believed as
inadvertent or innocent. In filing such a crucial document like Aggregate Revenue
Requirement, a thorough check at every stage should be indispensable and if the
error alone led to the Commission not taking these developers into consideration for
the merit order dispatch, it is a very serious consequence that fell upon these three
generators for no fault of theirs. Therefore irrespective of the result of this
Interlocutory Application, the Discoms should be directed to inquire into the
circumstances and persons responsible for such an error and take appropriate

corrective measures to prevent recurrence of any such situations in future.

§7. The petitioners have stated that the power has been availed in these
circumstances even after expiry of the Power Purchase Agreements and that the
original Power Purchase Agreement with the 1% respondent was entered into on the

basis of international competitive bidding process.

58. The detailed response of the petitioners to the various objections in effect and
substance attempted to state that the exclusion of these power producers from
consideration in the tariff order of 2017-18 was due to an incorrect statement of the
tariff payable based on mistaken numbers and that permitting as short term
purchases for this financial year would be beneficial to the Discoms and the
consumers. Even in the application, the actual cost of these three generators is
projected and the second respondent poin.ted out that the purchases from the
exchanges by the AP Discoms from April, 2017 to August, 2017 was for Rs.3.44 to

Rs.4.04 ps per unit making an average of Rs.3.67 ps. The Memo by the petitioners
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dated 13-10-2017 also projected the same figures and these circumstances may
disclose not only the non-availability of estimated power from the approved stations
in these months but also the price of power from exchanges being not less than the
cost of power now projected by the three generators. In the Memo dated
25-10-2017, the 2™ respondent offered its power with a further concession at
Rs.3.31 ps per kWh/unit and in the Memo of the petitioners dated 13-10-2017 it was
clearly stated that if the prices are arrived with a PLF of 80% and a fixed price of
0.4776 kWh being the fixed price paid at the time of expiry of the Power Purchase
Agreements, then the effective prices will be Rs.3.23 and Rs.3.09 with 55% and 40%
PLF respectively for the 2™ and 1*' respondents, which more or less tallies with the
suggestions made in academic interest by Sri M. Venugopala Rac. However, as the
concerned Ministry of Government of India has revised the price of natural gas with
effect from 01-10-2017, the increase in gas price is stated to increase the power per
unit cost to Rs.3.52 and Rs.3.29 respectively for the 2™ and 1* respondents. While
the other reasons relied on by the petitioners to claim that what was offered by the
respondents is less than the cost of procurement of power from other generators are
not admitted by the objectors / stakeholders, the claims of the petitioners that the
cost of power from respondents 1 and 2 or Godavari Gas Power Plant will be less
than procurement from other sources in the merit order dispaich even if other
generators were to be paid fixed cost will be open to factual and physical verification
at the end of the financial year and if it were to be found that the petitioners misled
the Commission, the legal consequences under the provisions of the Electricity Act,
2003 should ensue. If procurement of power from respondents 1 and 2 were to be
thus cheaper to the petitioners notwithstanding any liabilities towards persons having

Power Purchase Agreements with them, the same exfacie is beneficial both to the
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distribution companies and the consumers. The cost of power from the Godavari
Gas Power Plant is stated to be much less and if appropriate conditions are
imposed, the procurement of power for this financial year from these three
generators can be permitted accordingly. While leaving open various questions
raised outside the scope of the present Interlocutory Application to be determined in
appropriate proceedings, this Interlocutory Application has to be ordered on such

lines.

59. Therefore,—

(a) the Applicants/Petitioners shall cause the circumstances and persons
responsible for presenting an incorrect picture relating to respondents 1
and 2 and Godavari Gas Power Plant in the Aggregate Revenue
Requirement (ARR) of FY 2017-18 duly identified in accordance with the
prescribed procedure and take necessary corrective measures to prevent
recurrence of any such events in future;

(b} the Applicants/Petitioners are permitted to procure power from the 1
respondent at a fixed cost of Rs.0.96 ps and variable cost of Rs.2.33 ps
making a total of Rs.3.29 ps per unit during the FY 2017-18;

{c) the Applicants/Petitioners are permitted to procure power from the 2
respondent at a single part tariff of Rs.3.31 ps per unit during the FY
2017-18.

(d) the Applicants/Petitioners are permitted to procure power from Godavari
Gas Power Plant at a fixed cost.of Rs.0.79 ps and a variable cost of
Rs.2.20 ps per unit during the FY 2017-18;

{e) the above short term purchase of power shall be strictly following the

principle of merit order dispatch and the Applicants/Petitioners shall not be
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liable for any obligations to pay any fixed charges or penalty or otherwise if
they do not purchase power from these three plants;

(f) there shall be no payment of fixed charges for deemed generation and no
reworking of fixed charges based on actual generation in respect of these
short term purchases;

(g) the consideration and conclusions herein are purely confined only to the
short term purchases for FY 2017-18 and no other issue or matter,

{h) within two months, on expiry of financial year 2017-18, the
Applicants/Petitioners shall place before the Commission material to
substantiate that these short term purchases did not impose any additional
burden on the distribution companies or the consumers due to any
payment to any generators permitted in the merit order dispatch, due to

these short term purchases.
60. The Interocutory Application is ordered accordingly, without costs.
This order is corrected and signed on this the 29" day of November, 2017.

Sd/- Sd/- Sd/-
P. Rama Mohan Dr. P. Raghu Justice G. Bhavani Prasad
Member Member Chairman
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ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION
4" Floor, Singareni Bhavan, Red Hills, Hyderabad 500 004

[.LA.No. 16 of 2018
&
|LANo.18 of 2018
in
0.P.No. 8 of 2018
Dated: 07-07-2018
Present
Justice G. Bhavani Prasad, Chairman
Dr. P. Raghu, Member
Sri P. Rama Mohan, Member
Between:
1. Southemn Power Distribution Company of Andhra Pradesh Ltd.

2. Eastern Power Distribution Company of Andhra Pradesh Ltd.
... Applicants/Petitioners

AND

M/s. Lanco Kondapalli Power Pvt, Ltd. ... Respondent/Respondent
AND

GMR Vemagiri Power Generation Limited ... Intervention Petitioner

inlLA.No. 18 of 2018

The Interlocutory Application, .A.No.18 of 2018 has come up for hearing
finally on 07-07-2018 in the presence of Sri P. Shiva Rao, learned Standing
Counsel for the petitioners, Sri Challa Gunaranjan, learned counsel for M/s.
Lanco Kondapalli Power Pvt. Ltd., Ms. Gorantla Sri Ranga Pujitha, learned counse!
for GMR Vemagiri Power Generation Limited, Intervention Petitioner, Sri
M. Venugopala Rao, Sr. Journalist & Convenor, Centre for Power Studies, Dr.

S. Chandra Mouli representing APSEB Engineers Association and Sri S. Prathap
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representing APSEB Assistant Engineers’ Association, learned objectors. After
carefully considering the material available on record and after hearing
the arguments of. the learned Standing Counsel for the
applicants/petitioners, learned counsel for the respondent, learned counsel
for the intervention petitioner and the learned objectors, the Commission
passed the following:

ORDER

Ms. Gorentla Sri Ranga Pujitha, learned counsel for the intervention petitioner
submitted to the Commission and endorsed on the petition that without prejudice to
their rights, they are withdrawing the intervention petition, as the parties are availing
their alternative solutions. The endorsement is recorded and hence |.A.No.18 of
2018 is dismissed as not pressed, without prejudice to the rights and contentions of

the parties, otherwise.

This order is corrected and signed on this the 7" day of July, 2018.

Sd/- Sd/- Sd/-
P. Rama Mohan Dr. P. Raghu Justice G. Bhavani Prasad
Member Member Chairman
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GAIL (India) Limited

[A Gavernment of India Undertaking-A Maharatna Company)

HZO/MKTG/GSC-GVPGL2018

To
Head- Hydrocarbons,

¥axmre doia Trafem,

#rsge =1, 105, g wa,
wLgd.end. A, 4 unR.0R.A. Bk,
TN, G YH.IW TR,
¥ e, (dive), Yevmre - 500 062,
HYDERABAD ZONAL OFFICE

MODULE NO, 108,

1* FLOOR, NSIC-EMDBP BUILDING,

KAMALANAGAR, DR. A.S.RAQ NAGAR,
ECIL, (P.0}, HYDERABAD - 500 062,

HIH[PHONE : 040.27149500
$4za] EMAIL: gaithzohelpline@gmail.con

Date: 30.08.2018

'I\rh.'.li M

GMR Vemagiri Power Generation Limited [GVPGL)
Building No. 302, Ground Floor. New Sakthi Bhawan,
Terminal-3. International Terminal

Indira Gandhi International Airport,

New Declhi- 110037

Dear Sir,

"Subject: Termination of the existing Gas Supply Contract (GSC) execcuted on 31.08.2601 and
subsequent GSC amendments dated 29.01.2003 and 25.08.2004.

GAIL and M/s. Vemagiri Power Generation Limiled (VPGL — 370 MW) executed Gas Supply Contract
(GSC) on 31.08.200/ based on the APM Gas allocation (1.64 MMSCMD) by MoPNG vide Letter No. L-
12011/7/98-GP dated 26.05.2000 and vide Letter No. L-1201 1/2/00-GP (XXI11) dated. 05.06.2000. The GSC
has been amended twice on 29.01.2003 and 25.08.2004 and the validity of the contract has been extended up
to 31.03.2020.

The above GSC, for supply of APM Gas was not operational as gas supplies were not sufficient for existing
power projects {LANCO-I, GVK-I / APEPDCL., SPGL & RIL) & it was decided that Gas suppliies to the
upcoming 4 IPPs (GYPGL, GVK-Il, GVK Gautami & KGPL) can be commenced only when additional Gas
becomes available (Refer MoPNG Letter No. L-12011/6/03-GP(P) dated 05.12.2005 {attached as
Anmnexure-1).

Further, bfise;d on GMR request, GAIL vide Letter No. GAIL/HZOMKTG/Vemagiri, dated 12.04.2010
accepted the name change from M/s, Vemagiri Power Generation Ltd to M/s. GMR Vemagiri Power
Generation Lid (GVPGL).

MoPNG vide Lelter No. L-12013/2/2018-GP-1 dated 24.08.2018 has now approved the diversion of gas from
M/s Godavari Gas Power Plant (GGPP) |a plant of Eastern Power Distribution Company of Andhra Pradesh
(APEPDCL)) to M/s GVPGL and pooling of gas between M/s Lanco Kondapalli Stage- | piant and M/s
GVPGL on rostering basis.

(Canted ut Puge 2)
\:/ {"‘})‘
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=3¢ RN - 110086, $Rm

REGD. OFFICE :
GAIL BHAWAN, 16 BHIKAL CAMA PLACE
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In view of the foregoing, it has been decided to terminate the existing Gas Supply Contract (GSC) dated
31.08.2001 valid 1) 31.03.2020 and to execute ficsh standard APM Gas Sales Agreement (GSA) with M/s
GVPGL. Liabilities, if any, peraining to GSC dated 31.08.2011 shall be dealt with as per the contractual

provisions.

Thanking you,

“For & on behalf of M/s.GMR Vemagiri Power Generation Limited

Authorised Signatory: - ¢ \\
Name: 7 R ooyt W I

Designation: \\Qa_c\-— \\.@.W Olas ﬁ% .

Yours faithfully,
\“QJ, e

Zonal Gepglal Manager

o 2
Sanjay Shendea
9IE
Zonai General Manager
o (i) fafhds, Sxomny
GAIL (India) Limited, Hyderabad

Encl: MoPNG Letter No. L-12011/6/03-GP(P) dated 05.12.2005 cited as Annexure -1
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Record Mole of .discussion of ihe meelin

oriage of oas
supplyin KG baafnjmld Rh 29.11.2005 L

Mr. Mohammed Ali Shabber, Minister fer Informalion & Plitlic Relalions

Energy & Coal, Governmenl of Andhra Pradesh mel Sec:elJ'ry (P&Né) on

1]

29.11.2005 m Shaslri Bhawan Office regarding shorlage ol ga$ supply 1n KG

basin  The Minisler also handad over a copy of his d o lelter wrltten 1o Mirvster

(PENG) daled 22.11.2005 (copy enclased),

2 The Andhra Mimsler' slated thal the Anghra Pradesh GLvemmenl had
onginally recornmended for a pro-fala supply of the available. gas lo all the
exisling and upcoming new IPPs against their firm allpcations.  This
recommendation was based on the understanding with the upcor:tng 4 |PPs that
they would nol use alternale fue! befors 1* January 2007 and thai APTRANSCO

will not be liable belona 1" January 2007 on account of hixed i:nst However, ine ‘

IPPs have nol signed the amanded PPAs.

g I
4. - Slale Governmeni have ‘subsequenily .reviewed the -impligations of pro-
rala allocation of thg available gas and has found that in such a scenario
Govemmen! of Andhra Pradesh/APTRANSCO wit have lo payjabout Rs,330
crore uplo December 2006 lowards deemed generalion from lh%

projects. Therefore, the State GcM have represented to lhe

four existing
lHon'ble Prime

Minisler as well as to the Minister (P&NG) as follows:-

{H) To supply lhe available gas to the 4 exisling pru]ectﬁ 1o the exient

required for achieving threshold PLF and lo aliocale the balance *

quantity propoclionalely to the upcoming 4 projecls, !

1
(4} To allow dual (uel capabililies clause -only for use cif naphtha for

shon periods when gas supply is disrupled.

l
(i)  To direct ONGC/GAIL (o honour the agreements fgr gas supply
and the .increased cosl due lo non-supply be borme by
GAllL/developer . |
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28.9 2004 by the Principal Secrelary lo Prime Minister. :
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{3a) Regarding point 3()}, MOPEANG would like lo be guided by

views of the Stale Government end, lheretore, gas supply ig

upcommg 4 1PPs cgmm@vﬁm;mwmmﬁawém&

exisling: power projecls will nol be curlailed. Gas supply t%;t.he "
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{b)  Regarding point 3(ii) on the provision of dual fuel capabllshes
for the Stale Govemment and the Regulator 10 lake a view 2y
consider whether lhey would aliow.the new 1PPs (o use dual

. ON
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fuel

capabliities for power generafion til additional gas betomes

available:

recourse is resarted for any breach of agreements for gas 5

examined on ils legal merits,

.{a)  With regard 1o point 3(ili), this Ministry has n.o objection if [ie_gai
spply
by DNGC or GAIL. However, this Is a matter which is t

(b}  On pom! 3iv) for augmentation of gas supply 1o the extent ol 0.5
MMSCMO by September 2005 and 1.5 lo 2.0 MMSCMD b 2
quarter of 2006, as agreed early by ONGC, MOP&NG will seel] the

jales! prognosis from ONGC which is {0 be cerlilied by DGH.

Secrelary (P&NG) lurdher observed thal i is unforiunale that GAIL ig nol

abld. Io meel the commilmeanls of gas supply based on which investimenis
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the public gye
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¥ in
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also ask GAIL 10 discuss this matter in their Board I #
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! GAS SALE AGREEMENT

| BETWEEN

GAIL (India) Limited.
As SELLER

AND

M/S. GMR VEMAGIRI POWER GENERATION LIMITED
g (370 MW)

As BUYER

FOR THE SALE AND PURCHASE OF NATURAL GAS
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R
This Agreefient is made on the 30* Day of Aug, 2018 ar Hyderabad

BETWEEN:

GAIL (India) Limited (formerly known as Gas Authority of India Limited), a company
aincorporated under the Companies Act, 1956 having its registered office at GAIL
Bhawan, 16, Bhikaiji Cama Place, R.K. Puram, Ring Road, New Delhi 110 066 India,

hereinafier referred to as "SELLER" (which expression shall, where the context so requires
or admits of, be deemed to include its successors or assigns) of the first part

§ AND

IGMR VEMAGIRI POWER GENERATION LIMITED a company conastituted
under the Companies Act, 1956 having its Registered Office at Skip House", 25/1,
!Museum Road, Bengaluru-560025 in the state of Karataka, hercinafter referred to as
"BUYER” (which expression shall, where the context so requires or admits of, be deemed to
einclude its successors or assigns) of the second part

EParues of the first and second part are individually referred to as a "Pacty” and collectively
“referred o as the "Partics”

i
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WHEREAS

*

Government has allocated natural gas to the BUYER and the distribudon and
pricing of Administered Pricing Mechanism (APM) gas produced by National Oil
Companies (NOCs) viz ONGC & OIL from the oil & gas blocks nominated by the
Government to them are fully controlled and determined by the Government.

SELLER as a Government nominee has the right to procure and sell the Gas from
existing Source(s) (fields) of ONGC, OIL, Tapti, Panna-Mukta and Ravva
Agreement area and within any other new source(s) from India and/or located
outside India including but not limited to Re-Gasified Liquid Narural Gas (R-LNG)
and the SELLER owns and operates pipeline network and other associated facilities
for supplying and distributing such Gas in a commingled form,

Gas Sale, Transportation and Delivery under this Agreement by the SELLER ro the
BUYER is from existing notified fields of ONGC, OIL or any other Gas as naotified
by the Government from time to timne.

BUYER owns and operates the Power Plant at Vemagid Village, Kadiam Mandal,
East Godavari District, Andhra Pradesh State, using Gas for industral application as
feed and/or fuel and has agreed to purchase and reccive Gas from the SELLER at
the Delivery Point and pay for the Gas subject to the terms ‘and conditions of this
Agreement.

SELLER agrees to sell, transport and deliver the Gas to the BUYER at the Delivery
Point; in its natural state or after stripping of heavier components.

Pursuant to the allocation of gas to the BUYER by the Goverament of India,
SELLER supplies/supplied Natural Gas to the BUYER under various agrecment(s)
exccuted earlier from time to time including latest agreement which was valid upto
31.03.2020  (“Existing  Agreement”  pre-closed/terminated  vide  letter
dated.30.08.2018) and by Court Orders in some cases. Any amounts reccivable by
the SELLER from the BUYER on account of Gas supplied under the earlier
agrecments including Existing Agreement shall be payable to the SELLER and the
BUYER undertakes not to commit default of the said obligations. The BUYER
further agrees that in case of failure and/or default on its part to discharge such
obligation, the right and/or claim to receive Gas either under this Agreement or o
any other manner what so ever shall not survive and shall automatically stand
forfeited and/or terminated.

Now, therefore, in consideration of the mutual covenants hercin the parties agree to the
following;:

GAIL/Marketing/
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ARTICLE-1

DEFINITIONS AND INTERPRETATION

The following words shall have the meaning assigned respectively against each one of them

in this Agreemenc:-

“Affiliacc”

“Agrecment or Contract”

“Agreement Period”

“ANSI”

“APM Gas”

“ASTM?”

“Authorized Overdrawal”

means a company or a body:

a)  Which directly or indirectly controls ot is controlled by a
company which is a Party to this Agreement; or

b} Which directy or indirectly controls or is controlled by a
company that directly or indirectly controls or is controlled
by a company which is 2 Party to this Agreement.

For the purpose of this definition it is understood that

"control" means:

1) Ownership by one company of more than fifty percent
(30%%) of the voting securites of the other company; or

u) the power to direct, administer and dictate policies of the
other company even where the voting securities held by
such company exercising such effective control in that
other company is less than fifty percent(30°%) and the
term "controlled" shall have a corresponding meaning.

means this agreement as may be amended from time to tme,
including the Recitals and Annexures.

has the meaning ascribed thereto in Artcle 2.2

means American Natonal Seandard Institute.

the Gas identified as APM Gas, under the orders issued by
Government from time w time.

means the American Society of Testing Marterials.

has the meaning ascnbed thereto in Annexure 1 of the
Agrccmcn:

Authorized Overdrawal Charges” means Charges for the quantities of Gas classified as
g g 1

Authorized Overdrawl Gas in accordanee with Annexure 1 of
the Agreement

“Business Day” means cach Monday, Tuesday, Wednesday, Thursday, Friday and
Saturday (excepting second and fourth Saturday of every
month)unless any of these Days 1s declared as a holiday 1n the state
under Negotuble Instruments Act, 1881

GAILIarketng/APM GSAMHZO! GVPGL-10692/30 08 2018 g
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“BUYER'’s Facilities”

means all Plants, machinery, pipeline and other equipment
from the Delivery Point onwards necessary accept and
receive delivery of Gas under this Agreement.

“BTU” or “British Thermal Unit” means the quantity of heat required to raise the

“Conrtracted Quantity”

“Cubic Meters” or
“Standard Cubic Meter” or
“SCM”

temperature of one (1) pound of Avoirdupois pure
watet by one degree Fahrenheit (1 degtee F) at sixty
degrees Fahrenheit (60 degrees F) and absolute
pressure of 1013.25 mbar (14.696 psi).

means Daily Contracted Quantity of Gas as mentioned under
Article 5.1

means the volume of Gas which occupies one cubic meter of
space when such gas is at a temperature of 15"C and
at a pressure of 1.0332 kg/cm?2 (1.01325 Bar) absolute.

“Daily Contracted Quantity” means the volume of Gas referred to in Article 5.1

“Daily Nominated Quantity (DNQ)” means the quantity of Gas nominated, for sale,

“D aY”

“Delivery Point”

“Effcctive Date”

Transmission and delivery to the BUYER as
per the directive of the Govt. of India/Gas
Linkage Committee (GLC) or by the
SELLER from time to time on day(s) when
availability of Gas from the existng source is
less than the sum total of maximum
Contracted Quantities of SELLER'’s all buyers
in the given pipeline nerwork of the SELLER
through which the sale, Transmission and
delivery is being made 1o the BUYER.

means a period of 24 consecutive hours beginning at 06:00
hours on each day and ending at 06:00 hours on the following
day at the Delivery Point and the date of any day shall be the
date at its beginning as here defined, and the term "Daily"
shall mean from day to day.

means the point at the flange connecting SELLER'S facilities
to the BUYER’s facilines at Vemagiri Village, Kadiam
Mandal, East Godavari District, Andhra Pradesh State,
immediately after the measurement facilities.

means 30.08.2018

“Existing Source(s)/fields” means Gas avatlable/produced from the exisung ficlds of

GAIL/Marketing/ARM GSA/HZ 0O/ GVPGL-10692/30.08 2018
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ARTICLE-1

DEFINITIONS AND INTERPRETATION

The following words shall have the meaning assigned respectively against each one of them

in this Agreemenc-

“Affiliate”

“Agrcement or Contract”

“Agreement Period”

HANSI”

“APM Gas”

“ASTM”

“Authorized Overdrawal”

means a company or a body:

a) Which directly or indirectly controls or is controlled by a
company which is a Party to this Agreement; or

b) Which directly or indirecty controls or is controlled by 2
company thar directly or indirectly controls or is controlled
by a company which is a Party to this Agreement.

For the putposc of this definition jt is understood that

"control” means:

) Ownership by one company of more than fifty percent
(50%) of the voting securtes of the other company; or

i) the power to direct, administer and dictate policies of the
other company even where the voting securities held by
such company exercising such effective control in that
other company is less than fifty percent(30°%) and the
term "controlled” shall have a corresponding meaning.

means this agreement as may be amended from ume to dme,
including the Recitals and Annexures.

has the meaning ascribed thereto in Article 2.2

means American National Standard Institute.

the Gas idendfied as ATM Gas, under the orders issued by
Government from time to time.

mcans the American Society of Testing Matenals.

has thc meaning ascribed theteto in Annexure 1 of the
Agreement

Authorized Overdrawal Charges” means Charges for the quantities of Gas classified as

Authorized Qverdrawl Gas 1n accordance with Annexure 1 of
the Agreement

“Business Day” means cach Monday, Tuesday, Wednesday, Thursday, Friday and
Saturday (excepting second and fourth Saturday of every
monthjunless any of these Days is declared as a holiday in the state
under Nepouable Instruments Act, 1881
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“Fallback Basis Allocation”

(=

means supply of Gas on “as and when available basis”
without any commitment on the part of the SELLER
and depending upon surplus Gas avaiable after
meeting the demand of other consumers on firm
allocations. [Fallback consurner shall use alternate fuel
when Gas is not available for supply.

“Financial Ycar: The period starting from 06:00 hours of 1st Aprl of each calendar
vear and ending by 06:00 hours of 1st of April of the succeeding
calendar year.

(& “First Formight”

“Force Majeure”

“Gas” or “Natural Gas”

“Government” or “Gol”

¢ A “Government Agency”

means a‘period commencing at 0600 hours on first day of
month and ending on 0600 hours on sixteenth day of the
month.

has the meaning ascribed to that expression in Article 9.2
thereof.

means a mixture of hydrocarbon Gases along with some
impurities, consisting essenaally of merthane, that are the
result of decomposed orpanic material, which are produced
from oil and/or Gas wells, excluding those condensed or
extracted liquid hydrocarbons that are liquid at normal
temperature  and  pressure  conditions o meet  Gas
specifications given in Annexure-2.

means the Government of India.

means the GOI and/or the State Government(s), or any
regional or municipal authority thereof, or other central, stare
or local government or any legislature, ministry, department,
commission, board, audhority, instrumentality, agency,
political subdivision, corporation or commission under the
direct or indircet control of the GOI and/or the State
Government(s) or any political subdivision of either of them
owned or controlled by the GOl and/or the State
Government(s) or any of their subdivisions.

“Gross Heating Value (GHV)” or “Gross Calorific Value (GCV)” shall mean the quanaty

of heat, expressed in MMBTUs or KCals, produced by the
complete combustion, at constant pressure, of one (1)
Standard Cubic Meter of Gas, with the air at the same
temperature and pressure as the gas and the products of
combustion are cooled to original temperature and pressure
and the water formed by combustion is condensed to liquid
state.
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“Kilocalorie” or “Kcal”

“Marketing Margin®

“Mctering Facilities”

“MMBTU”

“Month”

35

means the amount of hear required to raise the remperature
of one kilogram of water from 14.5 degree of centigrade to
15.5 degree centigrade at 2 pressure of 1 atmosphere at sca
level.

means part of sale consideration chatged by the SELLER
from BUYER for sale of gas by the SELLER to the BUYER
at Delivery Point, as applicable from time ro dme

means the equipment installed and maintained by the Sellecs
which complies with the requirements of Aricle 8 for
measuring and recording the rate, quality and quantty of Gas
delivenes.

means one inillion Britsh Thermal Units.
means z calendar month commencing at 06:00 hours on the

first day of that calendar Month and ending at 06:00 hours on
the first day of the next calendar Month.

“Net Heating Value (NHV)* or “Nut Calorific Value (NCV)” means the quantity of

“OILH

“QISD”

“ONGC”

*Overdrawl Quantity”

heat, cxpressed in MMBTUs or KCals, produced by the
complete combustion, at constant pressurc, of floncl(1)
Standard Cubic Meter of Gas, with the air at the same
temperature and pressure as the yas and the products of
combustion are cooled to original temperature and pressure
and the water formed by combuston reaction remaining in
vapor state.

means “Qil India Limited”, a public limited company
established under the Companies Act, 1956 with its registered
office at Duhajan, Assam - 786 602.

means the Oil Industry Safety Directorate of the Government
of India, Ministry of Petroleum and Natural Gas, Govt. of
India.

means Oil and Natural Gas Corporation Ltd., a public linuted
company cstablished under the Companies Act, 1956 with its
repistered office at Jeevan B hart, Tower 11, 124, Connaught
Circus, New Delhi-110001.

means quantiies of gas drawn by the BUYER in excess of
agprepate DNQs under all Gas Sales/Supply Agreements
with SELLER.

“Price” means the price for Gas calculated from wume to tme 1n
accordance with Arucle 10.
GAILMarketing/APM GSAHZO! GVPGL-10692/30 082018 8
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“PNGRB"

I(Q MIN”

“Second Fortnight”

“SELLER’s Facilitics”

“Standard Meter”

“Standard Pressure”

“Standard Temperature”

“State Government”

| 34

means Petroleum and Natural Gas Regulatory Board

Q Min will have same meaning as defined in the respective
applicable AGA teport /as specified by the manufacturer of
the Meter.

means a perod from 06:00 hours on sixteenth day of any
calendar month to 06:00 hours on the first day of the
succeeding calendat month.

means all pipeiines including transmission pipeline from
various source field(s), point(s) including offshore and/or
onshore pipeline connecting from platform/production well
up to landfall/delivery point and including plants, machinery,
Metering Facilities and other equipment necessary for flow
control, processing, compression, measuring and testing of
Gas to enable delivery of Gas to the BUYER at the Delivery
Point.

a flow meter used for custody transfer conforming to
AGA/ISO/Other international standards

means the pressure of 1013.25 m bar absolute.

Means the temperature of fifteen degrees Celsius (15 ° C)

means Governiment of a State of Unicn of India

“Take or Pay Deficiency Quantity” means the quantty of Gas as calculated in

“Take or Pay Quantity”

“Taxes”

“Time”

accordance with Article 5.4.

means the quanuty of Gas calculated in accordance with
Article 5.2 (a).

means all present and future taxes, levies, imposts, service
tx, VAT, duties, cess , fees and all statutory levies of any
nature whatsoever whether imposed directdy or indirectly
including by means of withholding by any authorized or
empowered governmental, regional, local, municipal or state
authority or body of the Government instrumentality,
including all penalnes, charges and interest relating to any of
the foregoing, which arises directly on account of Gas
sale/transmission.

shall be stated in "Hours" and shall mean ‘Indian Standard
Time'.

“Transmission Charges” has the meaning ascribed thereto in Artcle 10.3
B
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“Unauthorized Overdrawl Charges”

“Unauthorized Qverdrawl”

Icharil

means Charpes for the quantides of Gas
classified as Unauthorized Overdrawl Gas in
accordance with Annexure 1 of the
Agreement

has the meaning ascribed thereto in Annexure
1 of the Agreement.

means a period of three hundred and sixty five (365)

consecutive days or three hundred and sixty six (366)

consecutive days when such period includes a twenty-ninth
(29th) day of February.

GAiL/Marketing/APM GSA/HZO/ GVPGL-10682/30 08 2018
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1.2.1

(a)

(b)

(d)

(©)

®

(8

Interpretation

Unless the context otherwise requires, a reference to the singular shall include a
reference to the plural and vice-versa, and a reference to any gender shall include a
reference to all other genders

Unless the context otherwise requires, a reference to any Article or Annexure shall
be a reference to an Article of, or Annexure to, this Agreement;

In the event of any inconsistency between the main body of this Agreement and any
Annexure hereto, the provisions of the main bady of this Agreement shall prevail

The headings of the Articles in this Agreement are inserted for convenience of
reference only and shall not affect the meaning or construction of this Agreement;

A reference to volume of Gas i1s a reference to the volume in NCV basis unless
specified otherwise.

A reference to a volume of Gas 1s a reference to the volume ar Standard Pressure
and Standard Temperature;

Any reference to a document (including this Agreement) or law shall be decmed a
reference to such document or law as it may be amended, supplemented, revised ot
modified from dme to time;

Any reference to a ume of day refers to Indian Standard Time;

Any reference to any Person shall be deemed a reference to such Person's successors
and assigns;

The terms and provisions of this Agreement, and the respectve rights and
obligations of the Parties under this Agreement, shall be binding upon, and inure to
the benefit of, their respective successors and permitted assigns.

"Year" "Month" and "Day" wherever used in this Agreement imply that of English
calendar.

The words ‘include and including shall be deemed to be qualified by a reference to
‘without limitation’

In the event of conflict between translated version of this Agreement executed in
vermnacular language and English version, the English version of the Agreement shall
prevail as to its interpretagon.

P 1\";%#!: S
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ARTICLE-2

GAS SALE, PURCHASE AND AGREEMENT PERIOD

21 Gas Sale, Purchase and Transmission

The SELLER agrees to procure, sell, transport Gas and make available for delivery
of Gas at the Delivery Poinr to the BUYER from the Effective Date and the
BUYER agrees to take and pay for ot pay for if not taken such Gas, in accordance
with the terms and conditions in this Agreement.

2.2  Agreement Period

This Agreement shall come inta force from the date it is signed and shall remain

valid for a pedod up to 05.07.2021 unless extended in accordance with Arucle 3
{Extension Period) or terminated by either Party upon written notice to the other
ptior to the expiry of the duration as provided for in Article 16.

Any amounts receivable by the SELLER from the BUYER on account of Gas
supplied shall continue to be receivable by the SELLER and the BUYER undertakes
not to commit default on the said obligations of paying such amounts to the
SELLER. The BUYER further agrees that in case of failure and/or defaulr on its
patt to discharge such obligation, the right and/or claim to receive Gas either under
this Agreement or in any other manner what so ever shall not survive and shall
automatically stand forfeited and/or terminated,

N

A\
\
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ARTICLE-3
EXTENSION OF PERIOD OF AGREEMENT

In the event of either Party deciding to extend the Agreement Period, such Party shall give
to the other a prior notice in wriung of its intenton at least six months before the expiry of
the Agreemenr Period where upon the Agreement Period shall be extended on such terms
and conditions as may be mutually agreed upon at that time, provided further that the
renewal Agreement shall be finalized and executed between the Pardes before the expiry of

the Agreement Period. In the absence of such renewal Agreement, this Agreement shall
cease to operate for all purposes.

k)

\

1
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ARTICLE 4
DELIVERY AND PRESSURE
4.1 Delivery Point
{a) Gas sold and transported to the BUYER pursuant to this Agreement shall be
delivered by the SELLER to the BUYER at the Delivery Point at BUYER’s
Power plant premises at Vemagiri Village, Kadiam Mandal, East
Godavari District, Andhra Pradesh State. Gas will be transported from
the downstream flange of the pipeline at the outlet of the SELLER’s Gas
Metering Station hcrein referred to as Delivery Point by means of pipeline to
be provided and maintained by the BUYER.
(b)  The BUYER shall make all proper and adequate arrangement for receiving
Gas at the outlet of Gas Metering Station at its own xisk and cost taking all
precautions as pet guidelines of Oil Industry Safety Directorate (OISD). Any
defect in the BUYER’s intake arrangement arise, shall be rectified by the
BUYER. The SELLER at its sole discretion may suspend supply of Gas as
soon as any defect is noticed in the BUYER’s intake artangements.
The BUYER shall still be liable to pay for Take or Pay Quantity of Gas in
accordance with Ardcle 5.2 hercinafter irrespective of the fact of stopping
supply of Gas by the SELLER on account of defect in the BUYER's intake
arrangements.
42  Title and Risk
(a) The facilities up to the Delivery Point shall be continued to be maintained/
constructed, opermted and mainmined by the SELLER at their own risk and
cost
(b) The facilities downstream from the Delivery Point onwards shall continue to
be constructed, operated and maintained by the BUYER ar their own risk and
cost;
{c) Title, control and tisk of the Gas shall pass from the SELLER to the BUYER
at the Delivery Point.
4.3  Delivery Pressure
The SELLER under the normal circumstances of the supply of Gas and normal off-
take by the other buyers shall make endeavor to maintain gauge pressure in the range
of 31 (Thirty One) Kilograms per Square Centimeters to 34 (Thircy Four)
Kilograms per Square Centimeters at the Delivery Point, subject to availability of
the corresponding matching pressures from ONGC, OIL and/or any other sourcc(s)
and also subject to the BUYER mainmining approproate flow and pressure
downstream of Delivery Point for flow of Gas.
T\..a' ‘__I
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5.1 (2)

(b)

(<)

(d)

ARTICLE- 5

UANTITY

Subject always to availability of Gas, SELLER’s ability to supply to the
BUYER and other provisions of this Agreement including but not limited to
Article 9, the SELLER agrees to procure, sell, transport and make available
for delivery of the Gas at the Delivery Point to the BUYER maximum up to

Daily Contracted Quantity (DCQ) of 1.64 (One Point Six Four) Million
Standard Cubic Meters Per Day.

Provided further SELLER agrees to sell, transport and make available for
delivery of Gas at the aforesaid Delivery Point to BUYER the Fallback
Allocation of Gas of 0.0 (Zero) Million Standard Cubic Meters per
Day(MMSCMD) on as and when available basis.

Provided further, SELLER has the right to nominate the Daily Nominated
Quantity (DNQ) of Gas, to be supplied on day to day basis which
notwithstanding Article 5.1 (a) and (b), shall be the final quantity for that
day(s). For the purpose of the DNQ the SELLER shall inform the BUYER
the DNQ of the day latest by 22:00 hrs. Previous day (Le. for example DNQ
for 20* February, shall be informed by 22:00 Hrs. of 19 February)

Provided further the BUYER shall continue to maintain/build dual fuel/feed
capabilities in their plant for meeting their feed/fuel requirement through
alternatdve fuel/feed.

5.2  Take or Pay Quantity Obligation (TOPQ Obligation)

(2)

(b)

: - z@/‘m‘
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Notwithstanding Artcle 12.5, Article 16 and Artcle 17, for each Year for
quandty mentioned under Article 5.1 (a) there shall be an Annual © Take or Pay
Quantity” to be taken and paid for or paid for if not taken by the BUYER to be
calculated as follows:

Take or Pay Quantity

The BUYER shall pay to the SELLER for actual quanaty of the Gas supplied
by the SELLER to the BUYER subject to minimum payment for 90% of the
annual quantiies on the basis of the quantides mentioned in Arucle 5.1(c),
hereinafter referred as *“Take or Pay Quantity”. The BUYER guarantees to
buy during every Financial Year such Take or Pay Quantty of Gas equivalent to
the quantity obtained by multiplying 90% of the daily nominated quantity
mentioned in Article 5.1 (c) by the number of days in the Financial Year. Upon
the BUYER failing to lift the aforesaid minimum guaranteed quantities of Gas
during any Financial Year, the BUYER undertakes to pay for the said Take or
Pay quantty for such Financial Year.

Wherever APM gas from ONGC available in a network/ ficld and GAIL 15
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For effecting deliveries as aforesaid the SELLER shall install and maintain at
its own risk and cost the piping contol and regulaton and metering
equipment in the aforesaid Gas Metering Staton and all other accessories.
The said equipment so installed by the SELLER shall remain the property of
the SELLER and the SELLER shall have the right to remove such equipment
at any time within ewelve (12) months after the expiry of the Agreement. The
BUYER shall provide to SELLER, free of cost, the BUYER’s land and
utilitics essentially required for installation, operation and maintenance of
Gas Metering Stadon and allied equipment’s required for supply of Gas.
Further, the SELLER shall have unrestricted right to use the facilities at the
said location for effecting deliveries to the BUYER as well as other parties in
the area

¥
¥
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5.3

5.4

(c)

S Y

not under obligation to pay ToP to ONGC, GAIL shall not mise invoice for
ToP quantity. However, in cases where GAIL is obliged to pay ToP, the same
shall be recovered on prorate basis subject to maximum of ToP habilicy under
respective contracts. No Tol’ on gas price would be applicable individually to
consumer (8) in the event the gas has been udlized in the network/ field by other
conswmers and GAIL is not required to pay ToP to ONGC.

The BUYER shall draw and SELLER shall supply daily the quantity of Gas
apreed to in Article 5.1 at an uniform rate spread over a period of 24 (Twenty four)
hours.

Annual Payment Obligation

(a) The BUYER shall during each Financial Year pay for the actual quantity of GAS
taken or for a quantity of GAS at least equal to the Take or Pay Quanaty referred
to in Article 5.2 hereinabove. 1f the actual quantty is less than the Take or Pay
Quantity, the BUYER shall pay for the quantity of GAS not so raken, which will
be the quantity equal to the difference between the Take or Pay Quantity for the
relevant Financial Year and the GAS actually taken by the BUYER during that
Financial Year (referred to as "Take or Pay Deficiency Quanrity} at the
applicable average price of GAS as mentioned at Article 10 for the relevant
Financial Year. The amount of Take or Pay Deficiency Quanuty for each
Financial Year, if any, shall be calculated by SELLER as above and reflected on
the Supplementary Invoice/Debit Note to be raised by the SELLER after
completion of each Financial Year. For the purpose of calculation (for Take or
Pay Deficiency Quantiry), Gross Calorific Value of the Take or Pay Deficiency
Quantity shall be deemed to be the volume weighted average of the Gross
Calorfic Values of Gas delivered during such Financial Year.

(b} The SELLER shall raise the Supplementary Invoice/Debit Note to the BUYER
for the amount of Annual Take or Pay Deficiency Quantity for each Financial
Year, if any, after compledon of each Financial Year and the BUYER agrees to
pay such Supplementary 1nvoice/Debit Note so raised in full within 3 Business
Days of presentation of said invoice. Provided if the BUYER pays the
Supplementary Invoice/Debit Note by transfer of funds to the designated
account of the SELLER through electronic mode (e-Banking), then the
payment shall be made within 4 Business Days of presentation of said
Supplementary  Invoice/Debit Note  through any of the banks
(HDFC/ICICI/SB1/as designated by the SELLER from tme-to-time). In case
payment 15 made after the due date, an interest at the rate of SBI Base Rate plus
0.25% per annum shall be charged for the period of delay. For calculating
interest for any delayed payment, the highest SBI Base rate prevailing during
the period of delay shall be taken.

Further, in case of default in making payments of Supplementary Invoice/Debit
Note by the BUYER, the SELLER without prejudice to other rights under the
contract shall be at liberty to stop/regulate supply of gas to the BUYER without any
further notice and such supplies may not be resumed till all payments are made by
the BUYER. During such stoppage/regulated period and the provisions of Article
5.2 hereinabove shall apply and the SELLIR shall act in accordance with terms of
this Agreement including Article 12.5.
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5.5 Substitute Gas

If the BUYER so desite and requests the SELLER for purchase and Transmission
of Gas from any other source(s) , the SELLER, subject to pipeline and associated
facilides and availability of Gas from other source(s), may consider the BUYER’s
requests and notify to the BUYER the availability of such Gas (“Subsutute Gas™)
from other source(s) along with terms and conditions. If the BUYER accepts in
writing the terms and conditions of SELLER’s offer, the SELLER may procure, sell
and transport subsdtute Gas o the BUYER.

5.6 Overdrawl Gas

(a) The provisions pertzining to determination of Overdrawal Gas and the charges for
such Gas shall be governed by Overdrawl policy of SELLER as applicable from time
to time. The present Overdrawl Policy is placed as ANNEXURE 1 to this

Apgreement.

(b)  Subject to other provision(s) under this Agreement, nothing under Article 5.3 and
Artcle 5.6 confer/confitrm any prescoptive right to the BUYER on such
Upnauthotized Overdrawl Gas and to draw/purchase such Unauthorized Overdrawl
Gas nor obligation on either Govt. of India and/or on the SELLER to procure, sell
and transport such Unauthorized Overdrawl Gas to the BUYER.
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6.1
6.2
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6.3
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ARTICLE - 6

QUALITY OF GAS

The quality of Gas to be delivered to the BUYER will conform to the
specifications laid down in Annexure-2 hereto, which shall form part of this
Agreement.

1f Gas delivered by the SELLER to the BUYER fails, at any time, to conform to the
quality specifications provided in Annexure-2 hereto, the BUYER shall notify the
SELLER or its authorized representative of such deficiency in writing and  the
SELLER shall rake steps to remedy such deficiency within a reasonable tme. The
BUYER reserves the right to refuse to receive and accept the quantity of Gas nor
confitming 1o the quality specifications mentioned above and Article 5.2 shall not
apply to such quantity of Gas.

Provided further, incase Gas delivered to the SELLER by its upstream suppliers fails
to confirm to the quality specifications as per PNGRB guidelines, the SELLER may
refuse 1o offtake such gas from upstream supplier and in turn regulate/stop supplies
© the}}l‘r\'lili_
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ARTICLE -7

PLANNED SHUT DOWN AND STOPPAGE OF SUPPLY

7. The schedule for annual shut down of gas supply on one side from the SELLER's
end and on the other side ar the BUYER's end shall be limited to ctoral of 30 days in
a Financial Year. The party planning to take a shutdown for the purpose shall give
firsthand informaton in writing to the other party at least seventy (70) days and
confirmed nortice 30 days ptior o the proposed date of shurdown. As far as possible
the SELLER and the BUYER shall try to synchronize their shutdown periods.
During such shutdown, the provisions of clauses 5.2 shall not be applicable.

7.2, The BUYER shall inform the SELLER immediately about any emergency situation
and/or defects in BUYER'’s faciliry requiring complete or partial stoppage of supply
of Gas. In all such cases, the BUYER shall take steps to rectify the defects to enable
resumpton of supply of Gas. Unless covered under Force Majeure provision,
BUYER shall be liable for Take or Pay Quantity in accordance with Article 5.2.

7.3.  The SELLER shall inform the BUYER immediately about any emergency situaton
and/or defects in SELLER’s facilities requiring complete or partial stoppage of
supply of Gas. In all such cases, the SELLER shall undertake steps to rectify the
defects for commencing normal supply of Gas. During the period of stoppage,
BUYER will not be liable to Take or Pay provision contained in Article 5.2.
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8.1.

8.2.

8.3

8.4

ARTICLE-3

MEASUREMENT and CALIBRATION

The volume of Gas supplied under the Agreement shall be measured by flow meter
installed at the Gas Metering Stadon of the SELLER. The Gas composition and
NCV of Gas shall be as measured by a chromatograph to be installed by the
SELLER. The calibraton of the online chromatograph shall be established by
certified calibration Gas, Heating value shall be computed as per latest edidon of
180 6976/ASTM 3588/GPA 2145 and GPA2172 or any other relevant standards
and the same shall be applicable for this Contract. The BUYER may install its check
flow meter and check chromatograph so as not to interfere with the operation of the
instruments of the SELLER. In case the variaton in the measurement of flow
between the SELLER’s flow mecter and the BUYER's flow meter is within +/- 2
percent for the flow less than 20 percent and +/- 1 percent for the flow more than
20 percent of the SELLER’s meter range, the reading of the SELLER’s instrument
shall be taken as final. If the vanation exceeds +/- 2 percent for flow less than 20
percent and +/- 1 percent for flow more than 20 percent, the final value shall be
arrived as per demails procedure laid down in Ardcle 8.4 below. The measurement
shall include all correcdons in installations practices recommended for accurate
metering of Gas by the AGA Gas Measurement Committee Report No.3/7/8/9 by
American Gas Association (AGA) or any another AGA report as applicable, and
shall be binding on the Pardes hereto.

In case, the BUYER executes a separate Agreement for supply of Gas, allocaton for
billing purposes shall be in accordance with such order of priority agreed berween
the parties in writing,

The flow meter at SELLER's installaton shall be proved at a frequency to be
mutually agreed upon.

In case the BUYER has any doubt on the proper working of the flow meter of the
SELLER, it shall inform the same to the SELLER in writing and may request for
checking/calibration of the flow meter. The cost of such special test shall be borne
by the SELLER if the percentage of inaccuracy is found to be more than limits
stated in Article 8.1 above, but the cost of such special rest shall be borne by the
BUYER if the percentage of inaccuracy is within lirnits stated in Arucle 8.1 above.

If on calibration, the SELLER's meter registers a vagiation of more than + 2 (two)

percent or if the SELLER's meter is our of service, the following procedure in

order of priotity whichever is feasible for arriving at the computation of Gas

during the period between the last calibration and the present one shall be

followed:

) By using the recording by the check meter of the BUYER if installed identical
to the SELLER’s Mcter or a Standard Meter and accurately registering; or

1) If 8.4(1) is not possible, by correcting the error if the percentage of error is
ascertainable by ealibrarion, test or muthematical calculation; or
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8.5.

8.6.

8.7

8.8

8.9

)

LG @

i)  If neither Article 84 (i) nor Ardcle 8.4 (i) is possible, by estimating the
volume of Gas delivered by comparison with deliveries during period under
similar conditions when the SELLER’s meter was registeting accurately.

The petiod to which the above corrections will apply will be as under;

) If any period during which the SELLER's meter has gone wrong is known or
agreed upon that will be the period ta which the correction is to be applied.

i)  IF the period is not known the correction shall be made for a period equal to
half of the time elapsed since the date of the preceding calibration test,
provided the correction period does not exceed sixteen (16) days.

In any event, if at the time of czlibration the meter error exceeds half percent it will
be recalibrated.

Upon the written request of the BUYER, the SELLER shall permit the BUYER ro
examine relevant records, charts and calculations from its metering and measuring
equipment. The SELLER shall preserve all such charts, records and calculations till
such time the payment covered by the invoice of the SELLER has been paid by the
BUYER. And likewise upon the written request of the SELLER, the BUYER shall
permit the SELLER to examine relevant records, charts and calculations from tits
check meter. The BUYER shall preserve all such charts, records and calculations for
a minimum period of thirty days from the date of presenttion of invoice by the
SELLER. Provided in the event of dispute regarding billing/ payment such records
shall be preserved by the BUYER, dill the dispute is finally resolved.

Notwithstanding Article 5.6, the SELLER reserves the right to regulate the flow of
Gas by installing appropriate control devices. Unless and otherwise approved by the
Government and/or agreed between the SELLER and the BUYER in writing, if the
BUYER draw/take Gas beyond the Maximum Contracted Quantty/DNQ IT
SHALL BE AT THE SOLE risk and cost of the BUYER including resultant
disruption/stoppage of Gas supply either total or partial cither to the BUYER or in
the SELLERSs transmission/distribution pipeline. BUYER shall be liable for all cost,
expenses, damages or losses arising out of or resulting from or incidental to such
overdrawal of Gas. Provided further the BUYER shall not be enatled to any claim.

STEPS FOR METER INSPECTION and HANDLING SUSPECTED
METER TAMPERING

SELLER’s representative shall have the unrestricted access to the meter skid for
inspection and its working, at any time.

As the Gas is supplied uninterrupted and the BUYER is to draw Gas on continuous
basis, the BUYER should make available an authorized representative responsible
for the safery and security of the Gas pipeline and the meteting skid. Names of such
authonzed representatives should be given to SELLER in writing in advance; and
whenever there is any change, the same should also be inumated in writing. The
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representative of the BUYER shall be responsible for associating with SELLER’s
representative during any kind of wotk on Metering skid and signing of inspection /
reading formats / joint tickets etc.

The metering skid shall be surrounded by a fencing and gate. The gate shall be
locked and the key shall be in the custody of the BUYER. Metering skid door shall
be locked and the key shall be available with the SELLER. Tamper proof security
scals shall be put across all the doors with signature of SELLER’s represeatative.
Safety of the seal shall be the responsibility of the BUYER. The meter installed in
the skid shall be pre-calibrated meter for which calibration records shall be available
in SELLER’s office. A copy of the same can be issued at the BUYER’s request. On
the tneter, following type of seals shall be provided by the SELLER.

(2) Manufactuter seal

(b) Calibration lab seal.

(<) GAIL holographic seal.
{d) GAIL security seal.

The type, no. of scals and condition of seals on the meter shall be recorded on the 4
stage inspection format at the time of installation / change of the meter.

For cach inspection / visit, other than chat for joint tcket reading, where the
metering skid is to be opened, the four stage inspection tormat shall be duly filled by
SELLER'’s representative recording all the observations. The same has to be signed
stage wise by representative. In the event of refusal of BUYER's representative to
sign the format, the SELLER’s represeatative will record that the BUYER’s
representative has refused ro sign the formar; and further record his observations in
the format, which will then be pasted and/or delivered to the BUYER’s unit. A copy
of the format along with the observatons recorded therein by the SELLER’s
representative will be sent to the BUYER through post. It shall be the responsibility
of the BUYER rto ensure the presence of its reptesentative during the such
inspection.

Any abnormality observed during the inspection shall be recorded on the 4 stage
inspection format.

In case of suspected tampering, the meter shall be replaced with another meter in
presence of the BUYER's representative and sealed in a box with joint signature of
BUYER and SELLERs representatives. No advance nouce shall be served to the
BUYER for replacing the meter in case of suspected tampering. BUYER shall be
required to provide a short shurdown for replacement of the meter as and when
informed by SELLER. At all the times of removal of meter, the SELLER shall
inform in writing to the BUYER about the reasons of meter removal. In casc the
BUYER’s representative at any stage is absent and/or refuses to sign, it shall be
presumed that the meter has been tampered with and the meter withour the
signature of the BUYER’s representative will be sent for further mspection and/ot
calibravon as provided hereinafter, by the SELLIER and the BUYIER shall accept the
actions taken by the SELLER as final.
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7. The meter so taken out shall be sent for third paity inspection and calibration at 2
calibeation lab recognized at national level. The date and place of calibration shall be
informed to the BUYER in advance and the BUYER may depute authorized
representative to the lab. The merter shall be mken out from the sealed box in
presence of the BUYER’s and SELLERs representatve, if available and present; and
taken for inspection and calibration and the condition of the seals on the box shall
be recorded and signed jointy by the SELLER’s and BUYER’s representative. Entry
in the inspection and calibration room of the lab shall not be allowed. Reports givea
by the lab shall be duly signed by the SELLER and BUYER’s representative, if
available and present. In case the representative of cither the SELLER or the
BUYER is not available, the lab will be free to open the scaled box and proceed for
further cxamination, inspection and calibration and thereafter send the report to the

SELLER by post.

8. Meter shall be considered as tampered, if any of the seals on the meter is found
disturbed / broken or missing and / or any of the settings parts inside the meter are
found disturbed or changed irrespective of the calibration results. However, if all the
seals and parts are found to be okay and only calibration results are found to be
having deviation from usual, the meter will not be considered tampered and only
calibration error will be taken into account, as pet the provisions of this Agreement.

9. In case, the meter is found tampered, penal action shall be ininated as below —

a. Within 10 days of the receipt of inspection and calibration report, confirming
tamnpering, report, a show cause notce shall be issued by SELLER to the
BUYER to explain why the penal action should not be inttiated.

The replies, if submitted, shall be reviewed by the SELLER.

c. If the replies are not found satisfactory and/or tenable and tampering is
established, then the Gas supply shall be discontinued and the SELLER may
proceed further for termination of the Agreement and the period of
rampering for which Meter Tampering Charges are to be imposed will be
determined. Resumption of Gas supply will be regulated as mentioned
hereinafter. .

d. For ascertaining the period of tampering, the Gas drawl data / data from
EVC shall be reviewed along with the history of previous meter calibrations.
The consumption data shall also be compared with consumpton recorded
just after replacement of meter. The day or time from where Gas drawl has
gone below the normal Gas drawl by the consumer (without any shutdown
or otherwise explainable reasons) to the day of replacement of meter shall be
considered as the period of tampering. However —

0] If the meter has been changed in berween for any reasons and the
meter taken out was found not tampered, then the tmpering period
shall be from the date of replacement of last meter to date of change
of present meter.,

(ii) If in berween a four stage inspectnion has been carried out and
nothing abnormal has been found on that day, then tampering period
shall be from that day to the date of replacement of present incter.
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()  Four stage inspection of the entire metering skid shall be carded out
cvery quarter. Once this is done, the total tampering period in any
case shall not be more than 3 months whereby maximum period for
which Meter Tampering Charges can be imposed shall be 3 months.

e Once the mmpering petiod is established, than peak flow recorded during 3
months prior to mmpering period shall be taken and thar will be treated as
quantity of Gas actually consumed by the consumer during the tampering
period. The difference between this peak quantty and the actual billed”
quandty in this period shall be difference quandty or the short fall quantity to
be charged from the consumer at the Unauthorized Overdrawl Charges
mentioned at Article 5.6 (c). An invoice shall be raised towards actual Gas
supplicd during tampered period.

f. Meter Tampenng Charges which shall be over and above the shortfall
quantty will be equivalent to the peak flow quantity charged at Unauthorized
Overdrawal Charges for the entire rampered period.

g In case the mmpering is repeated for the second time, the amount of penal
amount calculated as above, shall be charged at a mte which is double of
Unauthorized Overdrawl Charges, apart from isolation of Gas supply and/or
terminaton of the Agreement.

h. A notice shall be issued to the consumer conveying the differential invoice
amount and the penal 2mount to be paid by the consumer within a period of
15 days, failing which Gas supply will not be restored.

i In case rampering is repeated for the third time, apart from isolation of Gas
supply without any further notice, action shall be initiated for terminaton of
Agreement. The BUYER shall pay the penal and other charges as
communicated by the SELLER, filing which the SELLER shall have
unrestricred right to recover the penal amount together with the cost of
pipeline laying and other associated infrastrucrure from the BUYER as per
law.

Once Gas supply is stopped because of meter tampeting, supply will be restored only
after the BUYER pays the full penal amount calculated as above and gives a written
apology and undertaking that such an event shall not be repeated in future. Further,
before restoration of the supply of Gas in additon to liquidation of all the dues, the
BUYER shall be linble to pay an amount of Rs.50, 000/~ (fifty thousand only) towards
the restoration of Gas supply.

In case the BUYER takes legal recourse, the BUYER shall be required to first deposit
with the SELLER an interest free deposit by way of Demand Draft in the name of the
SELLER of the value equivalent to the penal amount arrived at as hereinabove
including the restoration charges of Rs.50, 000 shall also be liable to be paid by the
BUYER in case of decision for commencemnent of supply taken pending final outcome
of the proceedings,
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B.10 Gas received from ONGCL in commingled form along with GAS from Panna-Mukea
and Mid & South Tapti (PMT) fields, where measurement of individual C6 plus (C6+)
is being done by appropriate split ratio of C6+ components in the existing gas
chromatograph based on analysis of representative samples of GAS at the Delivery
Point at Hazira ie. (Delivery Points of GAS coming from ONGC & PMT fields at
Hazira) by key pad ot any other appropriate methods, the same methodology using the
samme split ratio as at delivery point at Hazira shall be used at delivery point under the
EXISTING CONTRACT with the BUYER for Sale & Delivery Of Gas provided
further to bring clarity, it is elaborated that the measurement of C6,C7,C8 and higher
hydrocarbons which is presently being done as C6+,shall be done based on a split
ration of each of these components as determined at the delivery point at Hazira. The
methodology fot determination of split ratio shall be as agreed berween the SELLER
& ONGC.

8.11The BUYER undertakes to strictly follow and comply with the Bureau of Indian
Standards (BIS) Pipeline Colour Code and dematcate the pipeline nerwork from the
Gas delivery point onwards and inside its premises as per the Bureau of Indian
Standatds (BIS) Pipeline Colour Code, wherein Canary yellow is the colour code for
Natural Gas pipeline.

#.12 Provizicin for.Q Min in Measurement :

(2) SELLER on its own discretion shall have the option to install metering system of lesser
capacity in addition to existing metering system for recording volume flow of Gas during
periods when the draw! rate by the BUYER is less than Q Min.

(b) If required, BUYER shall provide the land and other facilities for the installaton and
operation of new metering system on the same terms and conditions as per the
Agreement.

(c) In case of reduction /increase of drawl rate below/above Q Min, BUYER shall inform
SELLER prior to such reduction/increase of drawl to allow SELLER to plan for
switchover of metering system from the one in use to the other metering system.

(d) The reading recorded by SELLLER’s meter will be mken as final for all purposes excepe
when the error/varation is established to be more than the threshold specified in Article
8.1 of the Agreement. If the error/variation exceeds the threshold specified in the Arucle
8.1 of the Agreement, final value shall be artived as per detailed procedure defined
Article 8.4 of the agreement.

Ppr avoidance of doubt, it is clarified that the arrcle (d) above shall be applicable even
for the condittons when flow is less than QQ Min.
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9.1

9.2

9.3

9.4
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ARTICLE-9

FORCE MAJEURE

Non-Performance or Delay Excused

Any non-performance or delay in performance by any Party of any of its obligations
under this Agreemenr shall be excused if, and to the extent that, such non-
performance or delay in performance is caused by Force Majeure Events as
mentioned in this Article.

Fotce Majeure Events

For the purpose of this Agreement, the term Force Majeure means any cause or
event, whether similar to or different from these enumerated herein, which is
beyond the reasonable control of, and unantcipated or unforeseeable by and not
brought about at the instance of, the Party claiming to be affected by such event, or
which, if anticipated or foreseeable, could not be avoided or provided for and which
has caused the non-performance or delay in performance.

Without limitation to the generality of the foregoing, the term Force Majeure shall
include act of God, war, revolt, riot, tempest, flood, carthquake, lightning, ditect,
indirect consequences of war (declared/undeclared), terrotism, sabotage, fire,
hosadlities, natural calamides, national emergency, civil disturbances or commotion,
embargo or any law or promulgation, regnlation or ordinance or executive order
whether Central or State or local or Municipal authorites, failure of ONGC/OIL to
supply Gas to the SELLER, and explosion in the BUYER's/SELLER's
plant/installation bur shall not include unavailability of funds.

Party to Notify Force Majeure Events

Where a Party is claiming suspension of its obligations on account of Force Majeure,
it shall prompty, but in no case later than two (2) days after the occurrence of the
event of Force Majeure, notify the other Party in writing giving full particulars of the
Force Majeure, the esumated duration thercof, the obligatons affected and the
reasons for its suspension.

Duty to Mitigate Effects of Force Majeure

A Party clhiming Force Majeure shall exercise reasonable diligence to seek to
overcome the Force Majeure cvent and to midgate the cffects thercof on the
performance of its obligations under this Agreement provided, the Party affected
shall promptly notify the other Party as soon as the Force Majeure event has been
removed and no longer prevents it from complying with the obligations, which have
been suspended and shall thereafier resumie compliance with such obligations as
soon as possible.



9.5

9.6

9.7

9.8

9.9

Onus on Party claiming Force Majeure

The Party asserting the claim of Force Majeure shall have the burden of proving that
the circumstances constitute valid grounds of Force Majeure under this Article and
that such Party has exercised reasonable diligence and efforts to remedy the cause of
any alleged Force Majeure. If the Parties are unable in good faith o agree that a
Force Majeure cvent has occurred, the Parties shall submit the dispute for resolution
pursuant to Artcle 15 hereof; provided that the burden of proof as to whether a
Force Majeure event has occurred shall be upon the Party claiming a Force Majeure
event.

Extension of Time as a Result of Force Majeure

Where a Party is prevented from exercising any rights ot performing any obligations
under this Agreement due to Force Majeure, the time for the performance of the
obligations affected thereby and for performance of any obligation or the exercise of
any right dependent thereon may be extended by such additional period as may be
agreed between the Parties or failing agreement, by resolution in accordance with
Ardcle 15.

Fotce Majeurc Event exceeds 30 Days

Notwithstanding anything contained herein above, if an event of Force Majeure
occurs and is likely to continue for a period in excess of thirty (30) days, the Parties
shall meet o discuss the consequences of the Force Majeure and the course of action
to be taken to mitgate the effects thereof or to be adopted in the circumnstances.

Failure to Pay

Notwithstanding the existence of a Force Majeure event, the provisions of this
Ardcle 9 shall not in any event excuse any failure to pay or delay in paying money
due and payable under this Agreement before the ume of occurrence of the Force
Majeure event.

The BUYER shall make payment to the SELLER for actual quandry of Gas
supplied during the perod of Force Majeure.

Y
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ARTICLE-10

PRICE, TRANSMISSION AND MARKETING COST OF GAS

10.1 Comumencing from the Agreement date and during the Agreement Period,
BUYER shall pay the Price which shall be actived in the following manner —;

10.2 Gas Price

(a) The Gas Price payable by the BUYER to the SELLER shall be in accordance
with the directives/guidelines/orders ete. of the Gol /MoPNG from tme to
tme. The present gas price is as per the New Domestic Natural Gas Pricing
Guidelines, 2014 dated 25" October 2014 notified by the Government (placed at
Annexure 3). In accordance with para 8 of the said guidclines, Director General
of  Petroleum Planning and Analysis Cell (DG-PPAC)  under the Ministry of
Petroleum and Natural Gas shall notify the periodic revision of prices.

The above price shall be converted to Rs. /MMBTU ar RBI teference exchange
rate of the month previous to the month duting which supply of APM pas is
made. The RBI exchange rate of the month would be calculated by taking the
average of the RBI reference exchange rates for all days in the relevant month for
which the rate is available on the RBI website.

(b) Notwithstanding Article 10.2(a), any directive, instruction, order, clarificadons
etc. of the MoP&NG / Government of India issued from time to tme in respect
of gas price shall be applicable and such gas price shall be payable by the BUYER
for gas supplies under this Agreement. Any revision in gas price resulung from
such directive, instruction, order, clarifications ctc. shall be applicable from the
date as specified therein, whether retrospective or prospective.

(c) BUYER further agrees that for gas supplies beyond APM allocation, the gas price
may be different as per directives/orders of the Government and the BUYER
shall undertakes to pay the same.

10.3 In addition to Gas Price as mentioned under Article 10.2 above, the BUYER shall
pay to the SELLER the following charges (as applicable):

(a) The transmission chatges shall be the Provisional Initial/Final Unit Nazural
Gas Pipeline Tariff for for KG Basin natural gas pipeline nerwork as notfied
by PNGRB/MoP&NG/Government Agency of ie. Rs 45.32/MMBTU
(Rupees Forty Five and rthirty two paisa per MMBTLU) (on Gross Heating
Value basis).

Provided further that the above transmission charges are subject to revision/variadon by the
Seller which may be in line with the tme to tume dircctives, instructions, orders, ctc. of
MoP&NG/PNGRB/Government Agency / change in law and accordingly shall be

goveened by the provisions of such directives, instructions, orders / change in law etc.
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10.5

10.6

10.7
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(b)

The fixed monthly transmission charges of Rs.Nil (Rupces Nil only) per
month plus additional transmission chatges at the unit rate of Rs. Nil/ per
thousand standard cubic meters (MSCM)/MMBTU

The sbove fixed monthly transmission charges/addiional monthly
transmission charges as mentioned at 10.3.b shall be escalated by Nil
percent on yearly rest basis with effect from NA.

Provided further that the above transmission charges are subject to revision/
variation by the Seller which may be in line with the directives, instructions,
orders, etc. of MoP&NG/PNGRB/Government Agency / change in law
and accordingly shall be governed by the provisions of such directives,
instructions, orders / change in law etc.

(c) The Interconnectvity charges of Rs. Nil

(d) Marketing Margin as applicable from dme to time which is presentdy applicable

@ Rs.200 per thousand SCM (linked to calorific value of 10000 Kcal. SCM on
Net Calorific Value (NCV) basis for APM Gas supplies.

(¢) Upstream suppliers (ONGC/OIL) charges towards other costs/tariff.

To maintain safe, uninterrupted/contnuous Gas supply to the BUYER, the
SELLER shall be required to install and operate all such apparatus/equipment
including, but not limited to Telemetry and Telecom system. For such facilities
created or to be created, the BUYER shall be required  to pay all such charges to
be calculated as provided under this Article.

In case the BUYER agrees to take Gas under Ardcle 5.5 (Subsutute Gas), the
BUYER shall pay to the SELLER for the Gas delivered as mentioned in the
terms and conditdons of the offer of the SELLER including additonal
transmission charges for such additional pipeline and allied facilitics as may be
required to provide such Substitute Gas.

The above Price is inclusive of Rovalty, and exclusive of Taxes, Duties, cess,
VAT, service tax, educatdon cess and all other statutory levies as applicable at
present ot ta be levied in future by the Government or State Government or
Municipality or any other local body or bodies payable on purchase of Gas from
ONGCL/Other sources (s) by the SELLER or on sale from SELLER to the
BUYER and these shall be borne by the BUYER over and above the aforesaid
Price,

The applicability of above Price/ Gas price /Transmission charges /Markeung
Margin etc., under Article 10 is subject to any law or promulgauon or directives,
regulation or ordinance or executive order of MoP&NG/Government Agency, if
any, from time to dme.

y



ARTICLE 11

VALUE ADDED SERVICES

11.1 In case BUYER requests any advisory services or consultancy related to safery
audit, energy audit, energy conservation, instrument calibration, maintenance of
BUYER's pipeline facility downstream of Delivery Poing, training in Gas handling
herein referred to as Value Added Services, the SELLER may consider the
requests of the BUYER and if possible offer such Value Added Services to the
BUYER at a cost on mutually agreed terims and conditions.

11.2 Nothing in this Aricle shall relieve the BUYER from its obligation under this
Agreement

S
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ARTICLE - 12

SECURITY MECHANISM, BILLING AND PAYMENT

12.1  Secutity Mechanism

The BUYER shall open and maintain at its own cost an Irrevocable, Standby,
Revolving, Letter of Credit in favour of the SELLER during currency of the
Agreement. without recourse to the BUYER, as per the format at Annexure 4 with
any nationalized / scheduled bank (acceptable to SELLER) with a face value
equivalent to the value of Gas supplies during two (2) fortnights and aggregate value
of four (4) fortnights, where value of one fortnight is taken as 16 days supply of gas at
maximum of Jast 12 fortnights of supply plus transmission charges, any other charges
and taxes & duties thereon and as per GAIL policy. In case of new customers/on
resumption of gas supply by customer, where past gas supply data is unavailable, LC
value shall be equal to: Gas supply during two (2) fortnights and aggregate value of
four (4) fortnights, where value of one fortnight is equal to 16 days supply of gas at
daily nominated quantity prevailing at that point of time plus transmission charges,
any other charges & taxes & duties thereon and as per GAIL policy. Further, the
exchange rate shall be RB1 Exchange Rate as applicable on the last working day of the
fortnight immediately preceding the date of calculation of L/C face value wiil be
considered for conversion of FE component into INR. Provided further that the
validity of L/C shali invariably be renewed at least 15 Days before the expiry of the
current L/C. The L/C shall automatically be reinstated after invocation. Provided
further that all bank charges including negotiation, handling. amendment, renewal,
interest charges and any other charges shall be borne by the BUYER.

12.2  Fortnightly Invoice
The SELLER shall raise invoice for the Fortnight covering the following —

Gas Quantity actually supplied

DNQ

Gas Price as mentioned at Article 10.2for the quantity supplied
Fixed Monthly Charges as per Article 10.3 (b)

Transmission charges for the quantty supplied as per Arucle 10.3 (a)
6. Marketing Margin

7. Other charges, taxes and duties as applicable

N

The Seller shall raise separate invoice for Overdrawl of gas and same shall be payable
as per the Article 12.5 of this Agreement.

12.3  The invoice and payment for Substitute Gas supplied by the SELLER shall be as per
the terms and conditions for such Gas.

124  The invoice for Take or Pay Quantity, if applicable, as menuoned at Arucle 5.4 shall
be raised at the end of the Financial Year.
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12.5  The SELLER will raise the invoices for cach Formight and the BUYER agrees to
pay the invoices so raised in full within 3 (Three) Business Days of receipt of the said
invoice either physically or electronically, whichever is eatlier by BUYER . Provided
if the BUYER pays the invoices by transfer of funds to the designated account of
the SELLER through electronic mode (e-banking) then the payment shall be made
within 4 (four} Business Days of receipt of the said invoice by BUYER through any
of the banks (HDFC / ICICI / SBI / as designated by SELLER from time to time).
If for any reasons, the payment is delayed or any disallowance is made from the
invoice, the SELLER will present the invoice for full amount or for the amount not
paid as the case may be to the Bank against the Letter of Credit and draw the
amount. The BUYER shall make arrangements with the bank in a2 manner that in
such an eventuality 3 (Three} Fortnights value of supply of Gas is fully reinstated /
replenished. In case of delay in reinstatement of LC or default in payment of
Invoice, Debit note etc., SELLER shall have unrestricted right to stop/regulate the
supplies.

12.6  In case of any discrepancy/dispute, regarding the invoices, the BUYER shall not
return the bills or withhold or disallow past or full payment. After making the full
payment the BUYER shall lodge a quantified claim with the SELLER within a period
of 14 (Fourteen) days from-the date of receipt of the related invoice. To the extent
the claim is admitred by the SELLER, the SELLER shall issue a credit note in favour
of the BUYER and adjust the same in the next invoice to be raised. The SELLER
undertakes to consider the claim of the BUYER within a period of 30 (Thirty) days
from the receipt of such claim, if found acceptable. Failure of the BUYER o put
forward any claim within the time above specified shall be an absclute waiver of any
claim.

12.7  The BUYER shall always, during validity of the Agreement, keep an Irrevocable
Standby Revolving Lener of Credit (L/C) operadve as stipulated in Article 12.1
above. In case pavment is made after the due date, an interest at the rate of SBI Base
Rate plus 6.25% per annum shall be charged for the period of delay. For calculatng
interest for any delayed payment Base Interest Rate shall be the highest interest rate
prevailing duning the period of delay. Delayed payment means any payment nat
received within the period provided in Article 12,5 above. In case of default in
making payments by the BUYER or fadute of BUYER to keep L/C operative,
without prejudice to other rights under the Agreement the SELLER shall be at
liberty to stop/regulate supply of Gas without any further notice and such supplics
tnay not be resumed all all payments are made and L/C restored. The provisions
of Ardcle 5.2 would be applicable for billing and payment for the period during
which the supply of Gas 1s stopped on account of delayed payment or I./C not being
reinstated by the BUYER.
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12.8 In case of any doubt or clarification by the BUYER whether a particular Cess or Tax
or Fee(s) or Duty or Levy or Assessment etc. or any change thereto is effective or
imposed, as the case may be, the BUYER shall take-up the matter directly with the
concerned Central and/or State Governments or local authority or any such other
body and/or bodies without withholding the payments thereto due to the SELLER
under this Agreement and shall inform the SELLER regarding the decision of such
authosides with documentary evidence.
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ARTICLE 13
SELLER' TITLE TO AND USE OF GAS
13.1 Indemnity as to SELLER' Title to Gas

SELLER is liable in accordance with its interest under this Agreement and shall
indemnify and hold the BUYER harmless and indemnify it against all losses,
damages and expenses of every kind on account of adverse claims to such SELLER'
title ro the Gas delivered to the BUYER.

13.2 SELLER' Use of Gas

The SELLER shall have the right to use Gas for the purpose of stripping of highet
hydrocarbons including but not imited to C, (Ethane), C, (Propane), C, (Butane) and
C; (Pentane) etc,, and operations including pressure maintenance in the pipeline for
Transmission and compression of Gas. The SELLER shall also have the right to use
such Gas needed to commission the SELLER' Facilities and to use or sell Gas. In
the event of any shortfall in delivery of Gas consequent to such usage, the Daily
Contracted Quantity or DNQ shall be so adjusted for the purpose of performance of
the obligation of the SELLER and the BUYER under this Agreement.
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ARTICLE 14

ASSIGNMENT AND WITHDRAWAL
14.1 Right to Assign / Change of Location

(i) The SELLER may at any time transfer or assign all its rights and obligations
under this Agreement to any other associated company or corporation by giving
prior notice in writing to the BUYER of such transfer or assignment. Subject to
Article 14.2, the rghts or obligations hereunder shall pot be assigned or
transferred in part or in whole by any Party heteto without the prior written
consent of the other Party. No assignment shall be effective unless the assignor
and assignee have agreed in writing through a Tripartite Agreement that the
assignee shall be bound by all the terms and conditons of this Agreement and to
assume all of the assignor’s rights and obligations under this Agreement with
respect to the assigned interest from the date of execution of such Tripartite
Agreement.

The BUYER’s request for Assignment/Transfer of Rights or change of locanon
shall be dealt in accordance with the orders issued by the Gol from time to tume.
The present orders in this regard are MoP&NG letter no L-11018/1/09-GP
dated 11/03/2010 (Annexute 5) and letter no. L-11018/1/2009-GP dated
21.02.2012 (Annexure 6).

14.2  Liabilities
Any Assignment by either SELLER or BUYER shall be released and discharged
from all liabilides and obligations under this Contract except for those

obligations and commitments accrued pror to the effective date of the
assignment or withdrawal, as the case may be.
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ARTICLE - 15

DISPUTE RESOLUTION

151  GAIL (India) Limited has framed GAIL (Indiz) Ltd Conciliation Rules 2010 in
conformity with supplementary to Part - III of the Indian Arbitration and
Conciliation Act 1996 for speedier, cost cffective and amicable sertlement of disputes
through conciliatdon. A copy of the said rules is made available on GAIL’s web site
nww.gatdonline.com for reference. Unless specified otherwise 1n the Agreement all
disputes shall be settled in accordance with the said GAIL (India) Ltd Conciliation
Rules 2010.

15.2  Any dispute(s)/difference(s)/issue(s) of any kind whatsoever between/ amongst the
Parties arising under/out of/in connecton with this Agreement shall be sertled in
accordance with the provisions of this Article.

15.3 In case of any dispute(s)/difference(s)/issu=(s), a Party shall notify the other Party
(ies) in writing about such dispute(s)/ difference(s)/issue(s) between / amongst the
Parties and that such a party wishes to refer the dispute(s)/ difference(s)/issue(s) to
Conciliadon. Such Invitadon for Conciliadon shall contain sufficient information as
to the dispute(s)/difference(s)/issue(s) to enable the other Party ({ies) to be fully
informed as to the nature of the dispute(s)/difference(s)/issue(s), the amount of
monetary claim, if any, and apparent cause(s) of action.

15.4  Conciliation proceedings commence when the other Party(ies) accept(s) the
invitation to conciliate and confirmed tn writing, If the other Parry (ics) reject(s) the
invitation, there will be no conciliaton proceedings.

15.5  If the Party ininatng conciliation does not receive a reply within thirty days from the
date on which it sends the invitadon, or within such other period of time as specified
in the invication, it may elect to treat this as a rejection of the invitation to conciliate.
If it so elects, it shall inform the other Party(ies) accordingly.

15,6  Where Invitanon for Conciliation has been furnished, the Parties shall atrempt to
seitle such dispute(s) amicably under Part-III of the Indian Atbitation and
Conciliation Act, 1996 and GAIL (India) Limited Conciliaton Rules, 2010. It would
be only after exhausong the opton of Conciliation as an Alternate Dispute
Resolution Mechanism that the Parties hereto shall go for Arbitradon. For the
purpose of this Article, the opton of ‘Conciliation’ shall be deemed to have been
exhausted, even in case of rejection of ‘Conciliaton’ by any of the Pardes.

15.7  The cost of Conciliation proceedings including but not limited to fees for
Conailiator(s), Airfare, Local Transport, Accommodation, cost towards conference

facility erc. shall be borne by the Parties equally.

15.8  The Party raising the dispute shall freeze claim(s) of interest, if any, and shall not
claim the same during the pendency of Conciliation proceedings. The Settlement
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(b)
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Agreement, as and when reached/agreed upon, shall be signed between the Pardes
and Conciliation proceedings shall stand terminated on the date of the Settlement
Agreement.

Arbitration

Any Dispute arising in connection with the Existing Contract which is not resolved
by the Partics through amicable settlement shall be sertled through Arbitration as
under:

Where the BUYER is a Government Company or a Central Government
Undertaking / Department:

(a) in the event of any dispute or difference relating to the interpretadon and
application of the provisions of this Agreement, such dispute or difference
shall be referred by either party for arbitradon to the sole arbitrator in the
Deparrment of Public Enterprises to be nominated by the Secretary to the
Government of India in charge of the Department of Public Enterprises.
The Arbitration and Conciliation Act, 1996 shall not be applicable to
atbitration under this Article. The awargd of the arbitrator shall be binding
upon the parties to the dispute, provided, however, any party aggrieved by
such award may make further reference for serting aside or revision of the
award to the Law Secretary, Department of Legal Affairs, Minisory of Law
and Justice, Government of India at New Delhi. Upon such reference the
dispute shall be decided by the Law Secretary or the Special
Secretary/Additional Secretary authotized by the Law Secretary, whose
decision shall bind the Parties finally and conclusively. The Pardes to the
dispute will share equally the cost of arbitration as intimated by the arbitrator.

in the event either Party ceases to be a Government Company, due to privatization
or disinvestment or otherwise, the dispute or differeaces relating to the
interpreration and application of the provisions of this Agreement between the
Parties shall stll be referred to the arbitration proceedings provided above in Article
15.9(a), as per office memorandum No. DPE/4(10)/2001- PMA G 21, dated 22
January, 2004 of the Department of Public Enterprises, Ministry of Heavy Industues
and Public Enterprises, Government of 1ndia;

Where the BUYER is other than a Government Company/Central Government
Undertaking/Department '

(c) The disputes shall be settled by Arbitration by a Sole Arbitrator and
procedure for appointment of Sole Arbitrarors shall be as follows:

¥



On invocation of the Arbitration clause by a Party, GAIL may suggest a
panel of three independent and distunguished persons to the other party to
select any one among them to act as the sole acbitrator,

In the event of failure of the other party to select the sole arbitrator within 30
days from the receipt of the communication suggesung the panel of
arbitrators, the rght of selection of sole arbitrator by the other party shall
stand forfeited and GAIL shall have discredon to proceed with the
appoimtment of the sole arbitrator. The decision of GAIL on the
appointment of Sole Arbitrator shall be final and binding on the parties.

The Award of the Sole Arbitrator shall be final and binding on the parties
and unless directed/awarded otherwise by the Sole Arbitrator, the cost of
arbitration proceedings shall be shared equally by both the parties. The
arbitration proceeding shall be in English language and the venue shall be at
New Delhi, India.

Except to the extent as mentioned in Ardcle 15.9, the provisions of
Arbitration & Conciliation Act 1996 and the rules framed there under shall
be applicable.

This Artele 15.9 shall survive the termination or expiry of this Agreement.

The Government Company shall have the same meaning as ascribed in the
Company’s Act, 1956.

Norwithstanding the above, whete Buyer indulges in
corrupt/ fraudulent/Collusive/Coercive practices and the same is under investigation
by CBI or Vigilance or any other investigating agency or government etc., the same
shall not be the subject matter of the arbitration or conciliadon mechanisio.

15,10 Continue performance
While any Dispute under this Agreement is pending, for settlement before the
Arbitration, the Parties shall continue ro perform all of their respecuve obligatons

under this Agreement without prejudice to the final determination in accordance
with the provisions under this Article 15.

15.11 No payments due to the SELLER shall be withheld on accouat of such legal
proceedings.

f
GAILMarketing/APM GSANIZ20/ GVPGL- 10692730 08 2018 A&S ) 39
b a L -t . ¥
ot

Y .



ipe

ARTICLE 16
TERMINATION OF AGREEMENT

16.1  Except as provided otherwise, this Agreement may be terminated at any time before
expiry of the Agreement Period with the mutual consent of the Parties.

16.2 Nortwithstanding anything above, the Agreement may be terminated by the SELLER
for any act of commission or omission in breach of Article 17.1

L

o e
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17.1

17.2

ARTICLE - 17

RESALE AND RESTRICTION ON USE OF GAS

The BUYER shall not sell Gas to any other patty nor shall use it for any other
purpose/application other than those contemplated in  GLC/MoPNG allocation
and/or  any  directives/orders/instructions/advice/clarifications  etc,,  from
MoP&NG/Gol with regard to usage of gas sold under this Agreement, unless and
otherwise approved by the Gol. In case BUYER is found using gas for any other
purpose/application other than those contemplated in  GLC/MoPNG allocation
and/or any directives/orders/instructions/advice/clarifications  etc.,, from
MoP&NG/Gol, the Seller shall have unrestricted right to stop/ restrict gas supply to
the BUYER.

The BUYER undertakes to submit to the SELLER, the certificates pertaining to end
use of the Gas supplied under this Agreement in the manner and format as sought
by the SELLER from time to time.

GAIL/Marketing/APM GSANZO! GVPGL-10692/30.08 2018 41



26

ARTICLE 18

GENERAL PROVISIONS
18.1 Waivet
No breach of any provisions of this Agreement will be waived except with the
express written consent of the party not in breach. Any waiver or delay by any Party
of any default by any of the other Party or Parties in the performance of this
Agreement shall not operate as a waiver of any other default of that Party or those
Pardes.

18.2  Governing Law

This Agreement and the rights and obligations of each Party under this Agreement
are subject to and shall be governed by the Laws of India.

18.3 Notices

{a) Any notce, request, demand or other statement, document  or
communication required or permitted to be given or provided for under this
Agreement shall be in writing and in English and/or Hindi language(s) and
sent or delivered by hand or by registered mail, postage pre-paid, E-mail,
facsimile (confirmed by a copy sent by registered mail or courier) and shall be
addressed to the Party to whom it is to be sent or delivered at the address of
such Party set out in this Article 18.3 or such other address of such Party as
such Party may from time to time notify in writing to the other Party.

(i} If to the SELLER:

Zonal General Manager/QIC

GAIL (India) Limited

Hyderabad Zonal Office, Module No: 105, 17 Floor
NSIC-EMDBP Building, Kamalanagar, Dr.A.S.Rao Nagar
ECIL (Post), Hyderabad-500062

Tel: 040-271495G0-04

LEmail: sshende@gatil.co.in

With copy to:
General Manager (Gas Marketng), New Dethi

(if) If to the BUYER:
Head- Hydrocarbons,
GMR Vemagiri Power Generation Limited
Building No. 302, Ground Floor, New Sakthi Bhawan,
Terminal-3, International Terminal
Indira Gandhi International Airport,
New Delhi- 110037
Tel: 011-47157670
Ematl: Ramamurthy. S@gmrgroup.in )
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18.4

18.5

18.6

18.7

18.8

18.9

18.10

GAlLMarketing/APM GSAIHZO/ GVPGL-10692/30 05 2018

Amendment

Any amendment to this Agreement or any of its provisions shall be valid and binding
only if all the Parties to this Agreement approve of it in writing and agree to its
incorporation in this Agreement under the signature and seal of person or persons
duly authorized and empowered by the Parties for that purpose.

Entire Agreement

This Agreement shall constitute the full Agreement between the Pardes and shall
supersede all prior negotiations, representations, proposals and Agreements, whether
oral or written, regarding the subject matter of this Agreement.

Severability and Rencgotiation

Should any provision of this Agreement for any reason be declared invalid or
unenforceable by final and unappenlable order of any court or regulatory body
having jurisdiction, such decision shall not affect the validity of the remaining
portions, and the remaining portions shall remain in force and effect as if this
Agreement had been executed without the invalid portion. If any provision of this
Agreement is so declared invalid or unenforceable, the Parties shall promptly
negotiate in good faith to frame new provisions to eliminate such invalidity or
unenforceability and to restore this Agreement as neatly as possible to its original
intent and effect.

Consequential Losses

Except as provided in this Agreement the Parties are not entitled to any
consequential or indirect losses.

Survival

Any provision of this Agreement that expressly or by implication comes into or
remains in force following the terminaton or expiration of this Agreement shall
survive the rermination or expiration of this Agreement.

Further Assurances
The Parties shall cxecute such additional documents, including consent to
assignment or similar documents, and shall cause such additional action to be raken
as may be required or, in the judgment of any of the Parties, may be necessary or
desirable to effect or evidence the provisions of this Agreement and the transactions
contemplated hereby.

Insurance
The SELLER shall be totally responsible for all insurance coverage relating to
person, third party, the Gas supply cte. upto the point of delivery of Gas. Likewise,
the BUYER shall be responsible for the above from the point of delivery of Gas and
thereafter.
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18.11

18.12

Al

Consent

The BUYER and SELLER hercby expressly declare and admit that the above
provisions have been read and understood to their satisfaction and arc exccuting this
Agreement out of their free will and consent.

Amendment of Agreement due to any change in Law

Upon the occurrence of any change in Law (including any change in judicial/quasi-
judicial interpretation or application of any Law) which necessitates or requires any
amendment to this Agreement such as the Seller requires to sever or demerge its
rransmission activities from the Gas sale activities; or if the Seller otherwise decides
to unbundle its transmission activities from the Gas sale activities through any form
of corporate restructuring or demerger including any change in transmission tariff,
the Buyer shall, on being notfied by the Seller, fully cooperate with the Seller and do
such acts and deeds (including by entering into appropriste assignment / novaton
deeds) as may be necessary for reflecting any such change in the Agrecment.

)
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ARTICLE 19

WARRANTIES AND INDEMNITIES

19,1 SELLER’s Warranties

(a) All in licenses, permissions, consent. and authorizatons necessary to enable
the SELLER to perform their obligations under this Agreement are valid
and subsisting;

(b)  The SELLER (or their Affiliates), is the beneficial owner of interest in the
Gas being supplied,

(c) Pursuant to the Agreement, the SELLER have such rights as are necessary
for the SELLER to perform (to the extent such performance is dependent
thereupon) its obligations under this Agreement and all such Agreements are
valid and subsisting;

19.2 SELLER’s Covenants

Except as otherwise mentioned, the SELLER covenant with the BUYER

throughout the pedod of this Agreement;

(a) Not knowingly to do, or omit to do, any act or thing, or (to the extent thar it
is within their power to prevent) agree to or permit any amendments or
modificadons of the Agreement whercby the warranties piven under this
Article may be rendered invalid or would not be true in all material respects
if repeated in full at such dime; and

(b)  To exercise and enforce their rights under the aforesaid Apreements in a
mannecr which will not result in a breach of this Agreement.

19.3 BUYER's Warranties

The BUYER has obrained all licenses, permissions, consents and authorizations

necessary to enable the BUYER to petform its obligatons under this Agreement and

that the same are valid and subsisting,
19.4 BUYER’s Covenants

The BUYER covenants with the SELLER throughour the period of this Agreement:

{a) not knowingly to do, or omir to do, or (1o the extent that it is within its
power to prevent) permit to be done, any act or thing, whereby the
warrantes given under this Article may be rendered invalid or would not be
true in all material respects if repeated in full as at such tme; and

)
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(b) Without prejudice to the BUYER’s other payment obligation ensure the
payment all such sums from revenues reccived, prior to making tecourse to
other sources of income or finance which may be available to the BUYER.

19.5 Indemnities

(a) The BUYER shall defend, indcmnif) and hold harmless SELLER against
any and all liability for death, injury or illness (arising out of the operation of
this Agreement) caused to or suffercd by any employee of the BUYER or its
Affiliatcs howsoever caused or arsing (including the negligent act or
omission of the SELLER, its servants or agents) and shall indemnify and
hold harmless the SELLER against any and all costs, damages or expenses
whatsoever incurred in respect of any claims, demands, proceedings or
causes of action arsing in connection with any such death, injury or illness
caused or suffered by any employee of the BUYER or its Affiliates.

(b) the SELLER shall defend, indemnify and hold harmless the BUYER against
any and all liability for death, injury or illness (arising out of the operation of
this Agreement) caused to or suffered by any employee of the SELLER or
its Affiliates howsoever caused or arising (including the negligent act or
omission of the BUYER, its servants or agents) and shall indemaify and hold
harmless the BUYER against any and all costs, damages or espcnses
whatsoever incurred in respect of any claims, demands, proceedings or
causes of action arising in connection with any such death, injury or iliness
caused or suffered by any employee of the SELLER or its Affiliates.

IN WITNESS WHEREOF the Parties hereto actng through their properdy consttuted

representative have set their hands to cause this Agreement signed and executed for and on
their behalf:

FOR and ON BLEALE OF THIE SEHLLIER
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aprepdm .:\un:.i:!:-n'ﬁimhﬁ:f wrahe it o any li:’k‘;:u'ﬁmz thate dazs oo which cotee Over dyawd
FUARLHES lase Lo Biaba, s Uniuthantid (ver U Saprarvind aver the epegnt fertnighe 1.
uwvard T ol the TR0 of the last day i e Yatpighl, suth Dverdraw! ubantitie, sl B consideted yix

Fertlphtiy Yeauthoreg Durearawtith Biiehdrged a1 1202 of riye highesl siticed pas e the gipmine
wpilrhn

W ihn Authotied:Dver drsivis

S the reseed 3 onee again U wiird it the aheye mellianiopy of eaiwlabion of tAwerdrave i doey
hat sonfee any s on oy e uvez g JAIL m:,'@?f'-it the 1ol to cepiates T gas pagly 0
Deedraet ol e g by airy oo Sdmer sl haz e potatal 10 aHiset e P hysds gahci, ity ang e adlh
i B IBE e s By Y ANCIIOEL gt g Supnlied t e [T -

t s hovelore, Buyer 18 requested for taaoperation in maintalning 1he pipetine system dissipline by not
| 1CSOTINE Lo uver aravel and Lo restrict Buyar's RHS cansumpion to quantitess indicatad o daily laasis i 1o
farem o Dandy Nomir Sedd Quantie ¢z '
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Annexure -2
SPECIFICATION OF GAS
The Gas shall have the following limits of compeosition at the delivery point:
1) Methane : Not less than 75% by volume
i) Other Gaseous Hydrocarbons : Not morc than 20% by volume
iiiy Non-combustible Gases other
Than Hydrocarbons including : Not more than 8% by volume

Nitrogen, Carbon-dioxide.

iv) Total Sulphur content as
H2as : 10 ppm vol. (Max)

v) Moistutg content : No free water will be present

¥
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ANNEXURE -3
New Domestic gas pricing policy:

(TO RE PUBLISHED IN THE CAZETTE OF INDIA,
EXTRAORDINARY, PART 1, SECTION 1)

GOVERNMENT OF INDIA
SHEEATRY OF PETROLEUM AND RATURAL GAS

MNew Deihi, Dated: 285t Oetpber, 2014
New Damesatic Naturel Gas Pricing Guldelines, 2014

H0.32013/27/2012-0NG D.V.—In supersession of this Ministiy'y Gazette
Bt e nn 20013/ 2012-0NG.D V dated 10.1.2014, the Gavernment of
ol berely fotifies e New Domeslie Nntural Gas Pricing Guidellnes, 2014,
e .

} The welllweel gas price® (PL under thege guidelines would be detsmined
e per che formule given befow:

Vi o+ Vae Viemp o+ Vi

Wleere !

{7 Vg = Teta! cuimual voityne nf natural gas consumed in USA & Mexica,

W Vo = Mol anvual volunse of pataral ras conswned in Canada,

MW= - Tuded annunl volume of nutucd gus consumed in Burepean Union
{1297 and Farmer Saviet Wiion [FSU) countries, excluding Rusain,

PP Ve - Taid aomaol volume of natural RO&8 conswuned in Russin, i

Vi Vex anicl PRBI are the annual nverage of daily prices at Henry Hub (I1E)
aud - National  Baluncing  peigt {NOP)  respectively, less  the
wanportahon Al tresiniens charges us miven in para 2,

it aand PR nre the annual avernpe of monthly prices ar Albeyta Hui and
Rerssen (us trabilighed by Fadend Tadll of the Rursian Guveriznént or
vyedvadiout oty respeeively, less the o arspnrtation and tresithient
eharys. w8 2ven in para 2,
" Well head price refers w the pitte of pas recsivabie by the produecr
o gae ab Wy nontract area /et et Nom the buyear of Bas, Inease of
an-laned blocks, the price peguivablh by the qontigerse (praducery
the cuntrac: area will be 1he ynedl hew) prive. In ease of oflzhore
blocks, i the gag is proressee amd sold i the aiishers capi-nit arrn,

chas 3™ 4 150 L0UT-y - s
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A
Ui paiee reccically an the ofishore will be the well head price, [f the
jatt s Imought v upliall puine feor procossing and s sold at landfall
point, (e aeilies lacated inothe landfadl pont will be considered part
A1 e waniract sren ikl the price receivable ot jand fail point will he

t_.!.iaz"wlj Bstud priced.

2

224 The welllveul price for ihree different hubs and Russin would be
deternzied v deduciing US & 050/ MMBITU  vwards transporiation and
WMl liepes from each of the three Hub prices and Ruesian price

' Mhe g poces deternined, under these suidohnes wonb! be npgticalle te
W peelil el fom nondihotion fields i o ONGE sod OIL tadin, New
betpiereton Qand Licessang Polivy (NELP) blocks, such Die-NRLP Blockn whiere,
Hie Venduction. Shavinp Conoaet, (2S0) provides. for Goveramert approval of
ek pricaF i Ganl B Methane (CBM) Blocks except ur indicated in parn 4
dthed 3 Tgrhova,

i The #na pwiee, <0 Ueternioed Grder theas prvlelines  ahiall mot b
rpdizablag adien gires have Treen Gred esimeiaaiy sor o ceeludn pnricg of
fripme, tulk g‘l« el ol s perieds Thiz gan price shall adeo ot be applicaile
v HIIAC oomeerned provides Tur a speeific faeanulo i nural s prjee
Hwlesutionizuficn auld 1o such Pre-KELP PSCx which di not provide for

(3

-.-iu'.ﬂ-.:urru‘l‘_xy. dppevad) ef Bareehs aie e g priees. Purther, the priging of :

Poazbopal maacifoes stowlly idedins ekl in e nowination blecks of NOCH will
Eogntizn §ogeeraetd Ly the extant poidelmes i futspect of these felds
siaittse] il 20313,

S Ty Fiog tebuting toogoat; FEeUiery on duecuunt of choviral) in rrvisaget!

_ri_f‘.-‘:_{:..-n.-r..-ru'x ul floek RGOWHN-SA/R 95 under
between e prics, delermined  unaer thege
£ aale sl the present prine (US & 4.0 por millian
the s podl aceount mobusined Ly GAT. ang
ot Iy pauyahle or not, W the contriaetrs of i
@it onn the outeome of the awanl of pending
-.quli-,;al proccedings, 3

-‘_-'(?*‘Ell“f'lﬂ" BT N
Tt e Ay
viTsdelinga gnoveitod 1)
PTUR moapld by 3Jr.-:'i;t.3.
ity the wennan
B swonih] Do depe
seintnion ant any i)

0 e pwnedieiy. of e tizterminatinn/nosituion shall be half yearly,
Pher 3vboe A volumne duea yzer! fr caleslrtivn af piiee under chese puidelines
shall be The trailing fpnr'q_uu,:rt:c:r itato withy uoe gquarter Tug, The lijs e on

T L [Fal b e
i =
A
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v bty o) alerotaentizned fornuln in these guidelines would be determined
un e leesise of price eevatling ar Heney Hub, NBP, Alberta Canada s
Murnin, borveen 14 Joly, 2013 and 30 June, 2014, This price would come
srete et froem 19 Noventher, 2014 and would rermain valid till 31» March,
FU1S lereuflter, it would be revisced for the period 1= April, 2015 10 30w
Septemlatr, 2015 an the basis of anid prices prevalent between 1% Junuary,
Y aad 317 Liesomber, 2014, 16, with the g of a quarter and so nn, The
Pl determinad under these guidetines would be announced in advance of the
et e, o w3 b 3t is epplicably

»

' D e chtiermited  undoar these  guidelines  would  he  applied
Proegin tively with «fTect from 14 November, 2014,

A Die chur Cieneral of Petralewn Planning and Analysis Cell (DG PPAC)
vrader the Ministry of Petroleum and Matural Gas shall nntify the poeriadie
v oo of priees under these daide)ines

A, or all diseovericn aler the snuanee of cvhese juidelines, in Ultrg . Deep
Watr Arean, Deep Warer Areas and High Meessere High Temperature (well
bl slpubein pressure » 690 bars, bewon hole temperanyes 150 degrie
centigrade) areas, & premiwn wonld be ven on the gas prive determined as
porr che Ganula given in para 1. The premium under this peua xhull be
deirrestited as por prescribed praceclurd.

W Price duturmined under these pmidelines wauld be on GCV hasls

11 The price. determined under these gaidelines would be in US 3 por
CLAET

l.s.  In the North Easlern Regivn [NER). the 0% subsidy woetidd centinue 1o
e andlable for pas supplied by ONGC/ Q1. However, as private operators arg
aige Dkelv tn start preduction of gas in NER, and would be operaung in the
sartee renrkel, this subsidy would also be available to 1hem to incontivige
»anbonaiien and production

Ps Tae pricz shetermined under these guidelines shall e applicable 1o all

wetns il

{Upendzi ?:: zad Slngh}
Joint Scerelary o e Goverfirnent of India

i - T B Hao o FEELT N B BT e R B R S B
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ANNEXURE -4

ENCLOSURE-1

1) Name of the Seller/Transporter-GAIL (India) Ltd (hercinafter referred as “Beneficiary”),
Name of the Buyer/Shipper........ ..o i (hereinafter
referred as “Applicant”) (to be mentioned in the Letter of Credit L/C)

9) This is a STANDBY IRREVOCABLE REVOLVING LETTER OF CREDIT (L/C)

which revolves automatically for the next set of documents as soon as the negotiation of

present set of documentis overandis validup to ...

3) The face value of this Letter of credit (L/C) shall be equal to Rs. .........coooeein.
(RUPEES. i1 evrenraennrnrrnarieriaatieaatinetatesiinsaressrnsescnns ). The aggregate liability under
this Letter of Credit (L/C) is restricted to Rs. o
(Rupces Pt man e ns, e i s PO, DR o, ).

4) This Letter of Credit (L/C) is issued under
.............................................................. [Name of Contracts/Agreements to
be mentioned] dated ... and will be valid for any of the documents

such as Invoices/Provisional invoices/Debit notes/Statement of clim/ Demand
lerer/Claim  Letter ctc. raised under the aforesaid contracts/agreement, MoP&NG
direcdons including any Statutory Authorities as well as supplementary agreements, Side
Letters, Tenm Sheet, amendments etc. and other addenda thereof.

5) All bank charges including negotiation, handling, amendment, renewal, interest charges and
any other charges shall be borne by the opener of Letter of Credit (L/C) ie. by the
Applicant.

6) Payment apainst this Letter of Credit (L/C) shall be made to the beneficiary immediately on
presentation of a copy of any of the documents such as Invoices/Provisional invoices/Debit

notes/ Statement of claim / Demand Letter/ Claim letter etc. at any tme within the vahdity
period of the Letter of Credit (1./C).

7) Draft/Hundi drawn under the Letwer of Credit (L/C) would be masked the L/C no.

8) This Letter of Credit (I./C) shall also cover requests apainst partial payment and/or multiple
drawings.

GAjluMarkeling/APM GSAHZO! GVPGLL-10682/30.08.2018 51
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9) This Standby lrrevocable Revolving Letter of Credir (L/C) is available for negotiation

10)

11)

12)

13)

14)

directly with the 1ssuing Bank/Branch or through Beneficiary’s Banker without recourse to
the Applicant.

The issuing Bank unconditionally and irrevocably undertakes to the Beneficiary that if the
payment pursuant to any demand is not made at sight, interest @ (rate as
applicabile on deluyed payment nnder the relevant contract to be entered) would be payable from the date
of such demand till the date of actual payment.

This Letter of Credit (L/C) will automatically be reinstated following any payment putsuant
to a Demand ie. Issuing Bank shall unconditionally and irrevocably undertake to the
Beneficiary that, pursuant to any payment against the L/C, Issuing Bank shall automatically
reinstate the value of this Lerter of Credit (L/C) by the amouat paid in order to restore this
letter of credit (L/C) to its face value. However, the aggregate liability under this Letter of

Credit (L/C) will not cxceed bt O WK
(RUPEES. ... oot i it e st ey b 3
The validity of letrer of credit (L/C) will be up to ................ceee The Issuing Bank

unconditionally and irrevocably underrakes to the Beneficiary that, if at least fifteen (15) days
prior to the expiry of this Letter of Credit (I/C), Applicant fails to replace or renew such
Lester of Credit (L/C) with another Letter of Credit (L/C) as acceptable to the Beneficiary
then, the issuing banker shall make full payment of the L/C face value upon receipt of
Beneficiary letter/cernificate that Applicant has failed to replace or renew the L/C. Such
Amounr received by the beneficiary, would be treated as a deposit qua payments/receivables
from the Applicant towards future Gas Supplies/transmission.

The Issuing Bank undertakes not to amend any of the terms and conditions of this letter of
credit (L/C) without prior consent of Beneficiary during the validity of this Letter of Credit

(L/C).

The issuing Bank certifics that the officer signing this L/C is authorised for this purpose and
shall remain binding upon the issuing bank.

GAtMarketing/APM GSAHZO! GVPGL-10692/30.08.2018 /)b%”«!; (’ 53
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ANNEXURE -5

MoR&NG Circular dated 11.03.2010

No. L-11018/71/709-0P
Gaovernment of India
Ministry of Petroleum B Notural Gas

. Shastri Bhawari, New Delbi

Dated March 11, 2010
To ~

.1.  Tho Chairman & Managing Director,
QAIL {Indis) Limited,
New Delhl.

2.  The Chalrman & Managing Director,
ONGC, \
New Dethi,

3. 'The Chalrman & Mansging Directar,
DIL,
New Detht. I

Bubject: c“iarlnantlon on Transfor of Rlghts ad Change of locatlon.
slr, L

It has been decided that GAIL, ONGC & OIL should take decisions
regarding transfer of rights and change of location of APM allotees in
accordance with the following guidelincs:-

{A} Change of Locatlon

Change of location to be permitted from onellocation to another for the

' gmme ownership/management, subject to the following:

i) The entity undertakes not to undergo any change in the
conat.itutid.ix of the cntity, 'except transfer of rights to legal heirs
in cagse of death/permanent total disability/ insanity/ old age
of proprietor/ partner {g] in proprictorshin / pertnership firm
in line with the provision B' of ‘hia policy. Similarly, no such
charige should have been made since the initial APM ailocaton.

. W ety .
GAILMMarkeling/APNM GSA/HZO/ GVPGL-10692/30.08.2018 &ﬂ
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() . Chenge of location of the plant to be permitted only when the
poundary of the new plant ia cleerly defined 2nd oo other

V factory or plant existy within that boundary.

i) Supply of gan at th: new location should bhe technically
p feasible, \

[] Customer to furnish No Dbjection Certificate’ [NOC) from the

concerned loca! authorities

¢}  Customer b submit/undertake to subsmit other documents, as
required by QAIL/ONOC/QIL

(vl "Customer to pay expenses on account of shliting/dismantiing
of existing infrastructure/ new insfrastrucutre to be created for
supply of gas, as conveyed by OAIL JONGC/OIL.

(vl Liquidation of dues, il any, before consideration af seqiiest:

bifij s strply skould bie from the same of connected source.

{B] Tranefer of Rights

In casc of death/permancnt total disability/ Insenity/ old age of
propristor/ partmer (s} in proprictorship  partnerehip fiom, ea the case
may be, the legal heirs will be asalgned rights & obligations on reccipt
of such reguest & production of legal documents thereol.

2. The requesie relating to change of location nodi/or transfer of
rights not coverifd by thc chove provisions should be relerred to

MOP&NG [or dccision.

Yours falthfully,

{K.K. Bharma}

Under Secretary to the Govt, of Indin
Tel. No. 23073839

GAILMarketing/APM GSAHZO! GVPGL-10692/30 08.2018



ANNEXURE -6
lecter no. L-11018/1/2009-GP dated 21.02.2012 (Annexurc 6).

a,

R
[ 5o

Lo The Ginadrmian & Managing Diree
GAILpncia) Linsiwel, New 070
2o Aoy Divector,
CAIL Gas Lid., Noda

T ke a C
FRLEN
' S ITRREIT A s ke, ) i 1

b FP R E LT BES TY MY T3 TRy LT SO S FEEARE St '
LA e et T i D gl s e TS 1
vt TR0 i to omov dhat all the oo oos v L g L T
s ens ey aetos Blay be talten oD e fedlovgng oo

i T cases  ubr o there has e el

runsttitey; ow nersiup locaio presor 1o 153,300 ¢Gal
o

N H R RHL S TR TR A LI PR T avcerdanee willy she I8

SRy
o S and
R Cines where ihere Ny been eluinge i

cotnsiiuuonfownershipsocion alley 1 32000 mned are L
covared wnder the gudelines, the cosea miay be rofireed e the
Mindsier wah recommendarons . of GAIL

i, wily
sthsinntiing docinen:s.

</
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; AN
: MoPNG :UIDENIE;(I%R%—‘?
——mop . ATED 05.12.20
.-] o :
el - Py " ~
’ t\., o L-'lzoti'fﬁm-GP Py ! ;
. Goveinmant 0l Indi® \ v
Marustey of Peirolaum & flatural Gas J L, 5
: Shasiri Bhawan, New oefh-
Datad the 5™ Decembel 005 |
To
1 shn SV Pinsad, ' ]
Principal Secretary, EneOY. i
Gavesnmanit of Andhra pradesh, Hyderabad.
2 TheChavmand Munaging Direckat. :
ONGC. New Deiti 1
i AR The-Choviman & Manoging Digeclor, 3
V \ GAIL (India}llm’ded,Nwi:Qe J
4 ‘The Direciel Gencidl, :
£ DGH, New Délht. hi
(' . sugject’- Record. Hola of discupsion pf fha t;\'_&ﬁlng.bnldhhﬁ!ﬁ n.8hi
.G, Tripatl, Socratary, Ministry of Patrotaum & Nalu al-Gas
pnd Shil Mohd. All Shabbe, Winister of ll!ft!_fl‘\&ﬂ n. #nd
pubiic’ Relations: Engfgy and Coaly Govarnmedit of A hia
pradesh, on 29° Noyember, 2005 aL New Deihy regarding
! shortage of yas supply in KG bastn.
§ Sir, e f ;
i | am directed (o torward Rarewith @ COPY ol the record note of
i discussion of the meehng neld batween shii S.C. T ipathi. Secietld Minisiry
], ‘ of Pelroleum i natal Gas and shil Mohd. Al Shabber, Minisiet of
Injormation and Public Relations, EnerdY and Coal, Government { Andhra
Pradesh, on 20" Novembel, 2005 al New Delnl regarding shattahye of 98%
: supply in KGbasin, for inlormation and necassary acticn
O i v outs faithiuly:
I Encl.; As abcve. . . i 2
) : t{l(_-is _Mandal}
. under Secreiary o the Gowt. of ndie
! ot No 23282583
3 Copy lof information 10
b1 pesle seciaiary {PENG),
(2 s o Sk GanicIDRy QP&NG].
3 PA o ISATY MoPENG, . g
2 natoDH(S5) Mo HG lU—‘ L !
\ i
i

¥

arkeuny GV GL'
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Record N tiseutsion of the mgeung reqardiy
supply in KG bnlmhc!Q pn20.11.2005

Mr, Mohammed Al Shabbar, Minister lor Information & beiic.ﬂelalions

Energy & Coal, Governmenl of Andiva Pradesh mel Secreliry (P&Né) on

29,11.2005 :n Shasli Bhawan Office regarding shortage ol ga supply n KG

basin  The Mimsler also handad over 8 copy of his d o tetier wiltten to Klinistar

(PANG) dated 22.11.2005 {copy enclosad).

? The Andhe Mimisler staied that the Andhra Pradesh
ongnally recommented for a pro-fala supply of the svallable]gas o ol the
existing and upcoming new (PPs egainat their firm aldeations, This
tecommendation was based on the underslanding with the u 4 1PPs that
lhey would not use gliernate luel befors 1* Jandary 2007 and ihék APTRANSNO
will not be liable before 1" January 2007 on account of liked cast| However, e ;
IPPs have nol signed Ihe amended PPAS

]
4. . Slate Governmenl have ‘subssguenlly .ceviewed the -Empl‘i“atbns of pro-

rala allocation of thg aveilable gas end has found thel in suth a sconadc
Governmenl of Andha Praglash/APTRANSCD will have 0 payJabout Ra.330

crore uplo Decembar 2008 towards dusmed ganaration from ¢
projacts

four exisling
Thembre. the State Govi, have representsd lo the | Hon '‘Bla Prime
Minislar as “well as to the Minlater {P&NG) as lollown:-

{iy To supply the aveilable gas to lhe 4 exling projacig 1o the aglent
raquired for achieving throshald PLF and lo ahoes
quanlity proporiionataly lo the upcoming 4 projacls.

the batanco *

1
() To allow dJusl lus! capablilies clause only for use :T naphihs for

shor perods when gas supply is disrupled

i}  To direct ONGC/GAIL io honour the agresments fgr gus supply
and lhe .increased cosl due lo nonsupply be bomme by
GAlUdevelnper

b I

—

. e —x

XS0
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i - - sh o T Eava ) q,_ ‘.d‘b_nri’:ggan--nﬁ.
i . a,
o N {1 Toashizle immedipie sleps o augmenl-the ;_-,-.-.:-. 's'-mply 10 all e B

IPPs of Ithe Siale as decided in the meehng conven 4 on
s 28 .9 20U4 by the Pancipal Secrelary lo Pnime Muisier
4 On the above points, Secretary (PANG) responded os tollows -
: {a}  Regarang pont (i), MOPENG would like 1o be gulded byl the
. v views of the Stale Government and, Iherelore, gas supply 1 the
' exisling power projecls will nel be curlalied. Geg supply 1g the
upCOm ;*;:-:P"' RSO dd S GA i Ges
e ]
. {b}  Regarding point 3{fi) on tho pravision of dual fuel capatihicslil is
- for Ihs Stale Govemmenl and the Regulalor Lo lake a view'
G, consider whether they would allow.the new IPPs (o use :
! . capabliiios for power genaeration Wl additlonal gasi
e avaliable: ;
! .(8)  With regard lo point 3{H). ihis Minisiry hes no cbecion i feges
: racitirse is 1esoried fos any breach of agreements for gas s$ply
' by ONGC or GAIL. Howaver, this |5 3 mabier which Is d be
] -examiped on iis legal meris. l
} . {b)  On pont 3{iv) for augmantelion of gos supply 1o the extent. | 0.5
MMSCMD by Septomber 2005 and 1.5 lo 2.0 MMSCMD Big 2
quariet of 2006, as agraed early by ONGC, MOPANG will geah Ihe
} iales! prognosis [rom ONGC which is 1o ba certilled by DGH.
&

5. Secretary (PANG) funther abserved ihal it is unlorunale thal GAIL
; abie o meal the commilments of gas supply based on which mvesuncms"
! commitied Ly the new IPPs. This has resulied in loss ol lace 3 e
the public eye GAIL should exsmine all possble alternalives 10 honob
supply commamanis, ncluding .Impon of LNG through EXMAR os lrppm‘tt a3
CNG, 10 salvage lis credbily. As this is 8 matiar of serious concern, we
alsa ask GAIL 1o discuss livs matier in their Boaed, W #
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ANNEXURE -8
Allocation Letter by MoPNG dated (5.06.2000
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< GMR Vemagiri Power Generation Limited GHR

Corporate Office:

New Shakti Bhawan, Build ng No. 302

3 )
o B A New Udaan Bhawan Complex
d Near Terminal 3, 1G1 Airport

GMR/GVPGL/2019/DEL/0011 New Delhi-110037

CIN U23201KAL1997PLL0O32964

Date; 22™ February 2019 +91 11 49882200

To,

WWW.gmIEroup.in

AM:‘»WL e

The Principal Secretary to Government,
Energy, Infrastructure & Investment Dept.,
Government of Andhra Pradesh,

Secretariat, Velagapudi,

Amravati

Subject: Regarding resumption of APM natural gas supply to GMR Vemagiri Power

Generation Limited {GVPGL).

Reference:

1. Government of AP fetter D.O.Lr.No, 052/PSP/Energy/2004 dated 06.12.2004
Government of AP letter D.O.Lr.No. 7129/Energy (Pr.l) Dept./2005 dated 22.11.2005
Ministry of Petroleum and Natural Gas letter No.1.-12011/6/03-GP dated 05.12.2005
GVPGL letter No. GMR/GVPGL/2017/MoP/DEL/023 dated 05.05.2017

GVPGL letter No. GMR/GVPGL/2017/MoP/DEL/028 dated 10.05.2017

A L

Dear 5ir,

1.

This has reference to our letters dated 05.05.2017 and 10.05.2017 on the subject of
resuming the supply of APM natural gas to GMR Vemagiri Power Generation Ltd.
(GVPGL).

As you may be aware, GVPGL has a long-term Power Purchase Agreement (PPA) for the
supply of 370 MW of power to the Distribution Companies (DISCOMs) in the State of
Andhra Pradesh and the State of Telangana. PPA was signed in the year 1997, initially for
a period of 15 years and thereafter, in 2007, the PPA was amended to extend up to 2029.

In the meantime, upon the recommendation of the Government of Andhra Pradesh, the
Ministry of Petroleum and Natural Gas was pleased to allocate 1.64 MMSCM of APM
Natural Gas to GVPGL. Accordingly, a Gas Supply Agreement {G5A) was signed between
GVPGL and Gas Authority of India Limited (GAIL) for the supply of 1.64 MMSCMD of APM
natural gas on firm basis, which is valid till 05.07.2021. However, despite the signing of

the GSA, the APM natural gas was never supplied to GVPGL.
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In this regard, it may be noted that in 2001-2002, the Government of Andhra Pradesh
already had four (4) gas based Independent Power Plants {IPPs), namely Lanco, GVK-1,
Spectrum and RPL, Samalkot (Old 1PPs} having a combined PPA capacity of 999 MW. All
these four IPPs also had PPAs with the DISCOMs in the State of Andhra Pradesh.

Thereafter, four (4) new IPPs with a combined capacity of 1493 MW were proposed to
be setup in the State of Andhra Pradesh, including the IPP to be setup by GVPGL. Inthese
circumstances, with the new IPPs being added, it was decided by the Government of
Andhra Pradesh that the allocated APM natural gas under the GSA would be supplied
from the available gas by adopting the pro-rata basis mechanism. Letter dated
06.12.2004 from the State Government in this regard is enclosed herewith as
ANNEXURE-1.

However, in 2005, the Government of Andhra Pradesh changed it stand and sent a letter
(letter dated 22.11.2005 in this regard is enclosed herewith as ANNEXURE-2) requesting
the Ministry of Natural Gas and Petroleum to supply APM Natural Gas to the existing four
(4) IPPs for the purpose of achieving the threshold Plant Load Factor in respect of the said
IPPs. In the Government’s view, it would avoid an additional liability of INR 333 crores
towards Deemed Generation without availing full generation from the existing IPPs. It
was also proposed that the balance quantity of gas may be allocated proportionately for
the upcoming four {4) IPPs.

The request made by the State Government was, eventually, accepted by the Ministry on
05.12.2005 (letter dated 05.12.2005 from the Ministry in this regard is enclosed herewith
as ANNEXURE — 3). As a result of this decision, GVPGL was completely deprived of its
legitimate share of APM natural gas on pro-rata basis despite the existence of a firm GSA
with GAIL.

Eventually, with the diversion of APM natural gas from the old IPPs for a brief period,
GVPGL was able to somehow achieve COD on 16.09.2006. However, pursuant to the COD,
the plant remained stranded until April 2009, except for brief periods in between when
the plant was able to operate with the diversion of natural gas from old IPPs.

Thereafter, the Ministry of Petroleum and Natural Gas decided to allocate natural gas to
GVPGL from Reliance Industries Limited, KG-D6 Fields in NELP Regime in April 2009.
However, due to depletion of gas reserves coupled with change in gas utilization policy
by the Government of India, the flow of gas from Reliance Industries Limited completely
stopped from March 2013. It is a matter of great concern that the plant remained
stranded since then due to the unavailability of gas, except for brief periods where the
plant was operated with e-bid RLNG.
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In the meantime, as you may be aware, the PPAs of all the old IPPs expired by the year
2017. In particular, the PPAs with Lanco and Spectrum expired on 01.01.2016 and
18.04.2016 respectively. However, despite the same, the DISCOMs in the State of Andhra
Pradesh sought the permission of the Andhra Pradesh Electricity Regulatory Commission
(APERC) to continue purchasing power fram Lanco and Spectrum on a short-term basis.
Moreover, the said DISCOMs also initiated the process of renewing the PPAs with Lanco
and Spectrum for an additional period of 10 — 15 years.

In these circumstances, vide letters dated 05.05.2017 and 10.05.2017, GVPGL requested
the Government of Andhra Pradesh and the Andhra Pradesh Power Co-ordination
Committee to resume APM gas supply to the new IPPs having valid PPAs with the
DISCOM s as this would result in a saving of about INR 1,272 crores for the state exchequer
over a period of 10 — 15 years. Letters dated 05.05.2017 and 10.05.2017 from GVPGL in
this regard are enclosed herewith as ANNEXURE — 4 and ANNEXURE — 5 respectively.

Additionally, it was also apprised to the State Government that GVPGL Plant being more
efficient, could be used to supply power at much cheaper tariffs as compared to Lanco
and Spectrum. In such circumstances, it was submitted that there was no rationale
behind extending the old PPAs without considering GVPGL's case.

Moreover, the proposal for renewing the PPAs of Lanco and Spectrum would not only
violate GVPGL's legitimate expectations to receive APM natural gas but also be highly
discriminatory, particularly since GVPGL already has a valid long-term PPA up to the year
2029 and the project has been lying stranded for several years now. Further, it is
estimated that if the PPAs with Lanco and Spectrum are further extended on long-term
basis, the DISCOMs and eventually, the consumers would be saddled with an additional
financial burden of around INR 2,825 crores as compared to sourcing power from GVPGL
as is evident from {ANNEXURE- 6).

In addition to the above, GVPGL further highlighted that the gas previously supplied to
the old IPPs ought to be resumed to GVPGL Plant, inter alia for the following reasons:

{i) Capital Cost for old IPPs had aiready been recovered;

(ii) Sub-optimal efficiency of old 1PPs;

(iii) Higher capacity charges in comparison to GVPGL; and

{iv) Advantages under GVPGL PPA because of the “no alternative fue

|H

provisions,
However, till date, there has been no response from the authorities on this issue.
Moreover, even after the expiry of the PPAs, the DISCOM s in the State of Andhra Pradesh

are continuing to procure power from Lanco and Spectrum on short-term basis at a
higher tariff as compared to GVPGL.
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Additionally, on 27.03.2018, the APERC passed an order on the Tariff for Retail Sale of
Electricity during the financial year 2018-19 and approved the tariff for sourcing power
from Lanco and Spectrum on short-term basis. Moreover, in the tariff filing to APERC for
the financial year 2019-20, the DISCOMs have again proposed to procure power from
Lanco and Spectrum.

In this regard, a comparison of the cost of power supply from Lanco and Spectrum vis-a-
vis GVPGL is demonstrated hereunder:

Components Units LANCO SPECTRUM | GVPGL |
Fixed Cost Rs/kWh 0.96 0.92 0.70
Variable Cost Rs/kWh 2.33 2.39 221 |
Total cost Rs/kWh 3.29 3.31 2.91

Further, a comparison of cost of power supply with the revised APM gas prices (w.e.f 1%
Oct 2018 to 31% March 2019} is also provided hereunder:

Components Units | LANCO SPECTRUM | GVPGL
FixedCost | Rs/kWh | 0.96 092 | o070 |
VariableCost | Rs/kWh 2.68 275 254 |
Total cost Rs/kWh 3.64 3.67 3.24

Thus, taking into account APERC's approved rates for 2018-19 for Lanco & Spectrum,
GVPGL’s tariff is cheaper by Rs. 0.40/ Unit and Rs.0.43/ year based on the latest gas price.

In addition to cheaper tariffs, GVPGL will also deliver the following benefits:

1. Higher quantity of Energy (Kwh) per MMSCMD of gas consumed due to better
efficiency of machine;

2. No deemed generation charges under PPA for GVPGL whereas ail other 7 IPPs have
Deemed Generation provision. Pertinently, the liabilities of the Distribution
Companies on account of Deemed Generation costs for old IPPs under the expired
PPAs are also over; and

3. APTRANSCO will avoid payment of R&M Capex projected by old IPPs.

Inthis regard, as stated above, GVPGL also has a legitimate right on the allocated quantity
of APM gas presently being supplied to Old IPPs (i.e. Lanco and Spectrum) and the
decision to not resume the gas supply to GVPGL in spite of a valid long-term PPA is highly
discriminatory. It is, therefore, obligatory to give priority to GVPGL having valid PPA &
GSA by resuming APM gas supplies.
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21. It may also be relevant to consider that GVPGL has invested about INR 1,150 croresin the
project and has operated for approximately 4 years in a span of 13 years since its
commissioning in 2006. Significantly, as is evident from ANNEXURE — 7, GVPGL has
incurred a loss of about INR 1,485 crores till date, assuming @ minimum average Plant
Load Factor of 80%.

22. In view of the above facts and circumstances, we request you to take necessary action to
resume APM gas supplies to GVPGL from old IPPs (i.e. Lanco and Spectrum). We also
remain available to provide a detailed representation to the State Government on these
issues, if required.

Thanking you in anticipation for an early action.

Yours Sincerely,

For GMR Vemagiri Power Generation Limited,

A‘v’u,m tan oo ! ad_z

Arunendu Saha
(Authorized Signatory)

Copy to:

1. Chairman & Managing Director-APTRANSCO

2. IMD- APTRANSCO-Finance, Commercial, IPC, HRD & IT
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DEEPA. KUMAR PANWAR |as. < Energy Department

- A.P. Secretarial, Hyderabad - 500 023
Pnncipial Secrelaty lo Government Tel: (Q) 040 - 23453305, (A) 23402504

Fax : 040 - 23455452
E-mail : prisecy engy@ap.gov.in

D.0.Lc,No O34/ 1PSP/Enerpy/2Q04 Dated: 6-12-2004.

Dear S1i SAimavasam,

Sul:- Supply of Naural Gas by GAIL to lhe cxisling and emerging Gas based
power prajects in Andlira Pradestt - Reg.

Ref:- Your D..Lr.No,L-12011/6/2003-GP, dated 01.12.2004,

LA

Kindly refer to your letter cited above in which you have asked the views of the
State Government on the criteria (o be adopted to distribute the gas for the existing and
cmerging power projects in Andbra Pradesh,  White [irming up the views the
Goveriment has examined the following relevant lactors:

il) GAIL, wha is the supplicr of pas, has sct the [ollowing putdelines for supply
of available gas to the 1PPs.

-~

If pas is available, full supply to firm allocations and surplus gas on
prorala basis to fall back customers.

If pas availability is less than finn allocation, supply on prorata basis
to firm allocations and no supply to fall back consumers.

GAIL has been folfowing the above guidelines all through the years

(2) Similarly, when an upcoming consumer having GSA with GAIL, soupiit
drawl of pas, GAIL fulfilled its obligalion under GSA by supplying the gas to
the new consumer from the available pas by adopting the prorata basis
mechanism, It has never shown difterentiation between the old and new
consumers. For example GAIL had followed the same principle while

starting pas supplies to Lanco Power Project and Reliance Energy Power
Projects in AD.

(3} GAIL had cven piaced on record, the mechanism of supply of pas ou prorata
basts, in ils submissions through aflidavits before High Count of Andhra
Practesh against writ pehilions filed by BSES & GVIC Industries and before
APERC apainst patition filed by APTIRANSCO.
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(4) GAlL,-n s counter affidavit dated 28" Qctober, 2004 filed before APERC

apainst the review pelition filed by APTRRANSCO o alterpate fuc) pravision,
has categorically stated that the firm allocation is subject to availability of pas
as per GSA and in case of deficit availability of Bas, the supplies 0 such
allocatecs et made an proratd basis based on policics/Court QOrders.

(S') GALL in its counter affidavit filed before Bigh Courl of Andhra Pradesh

apainst the Writ Petition No.15535/2004 filed by BSES o0 supply of 0.30
MSCMD of gas, has expressty stated hat it has reviewed and taken decision
to supply the 039 MSCMD of gas to gl the cansumers Of equitable basis o
meet the buge shartfall of supply in the firm nilocations.

6) GALL in its counter affidavit filed before the High Court of Andhre Pradesh
against the it Petition No. 1415/2003 fled by GVK Industries oft aliocation
of MNatural Gus o9 “ﬁ:sl-comc-ﬁrsl—scrud principlc", has stated 1hat the
available gas 1o be supplicd uniformly to all \he consumers in the same ratio
and poportion in wiich their allocations stand.

(7) Migh Court of Aundhra Pradesh, while piving s judgement on the above
refecred pelition (W.PNo.14l 5/2003), observed that

GAIL had denicd having nwy policy to supply the available gas on
Firsl—comc-ﬁrsl.—scrved principle”

- There was n0 drective from GLC to adhere to palicy of first-coine-
first-served.

. Sinte is required to treat all industries and scclors cqually nnd there
cannot be any policy Lo permit the guthorities to aflocnie gas by pic
gnd choose method  Even if such policy cxists, the same caunol

answer the test of Article 14 of (he Constitution of India.

(@) Jprommg [our 1PPs waill come into operation in 2005-2006 with a capaciy ol
1499 MW GAIL has entercd mto grecment vt these 1P0s also for @ finn
allocation of 6.30 MCMD and o fall back of 0.40 MCMD, 1otaling to 6.70
MCMD,  Given the production prolfile of ONGC, such supply may nol
fructify, unless thee 18 focused action 1O enepre supply 25 per the agreements.
Once  lhese POVER projects commence compercinl operations i 2005-06,
APTRAMSCO will have to pay e full fixed charpes 1.8, about Rs 1023
Crores per anoui for the entire capacity, even if gas is nol supplicd, and this
will b un unbearable and unjustified purden an the consumers of the State
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(%) n arder to Protect the inierests of (e Government, negatiations were held by
e Siate Government with these four IPPs and they liave agreed o tha

following:

(1) Use of alternative fuel as

included in the delinition of the “fuel" in the

PPAs will not be permitted before 1* Jaguary 2007,

(3) e Companies il implement (fe Project in line with the "Sclieduled
Date of Completion” as per PPA, However, the Scheduled Date of
Complelign may be extended on 5 day for day basis depending upon
the unavaitabilivy of nalural pas befors | January, 2007,

(4) The Companies will agree lo incarporale the above amendments in the

[PAs

The 1PPs haye agreed (n
conlidence (heir respeclive Financia)

o

. /
ot ./SﬁM.S_Sriuivnsan,
,{\T A dditional Secrefary,

M Govermment of India,
Ministry of Petrgleqm & Natural Gas,
Shastri Bhawan,
New Delhi-1 10 goy,

Yours sincerely,

U/C (.__grfio*‘m—i———-——w

(DK PANWAR
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MIUSIER FORMFORYATION & PUBLIC RELATIONS,

Dirveinir) ot Anelie Pradogh
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Fax 101-40-21311545
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ENERGY AN COAL

25w s

ot R Date 22 kl\ \ by
gl "'___ ' i
L L D.0.Lr.No.7129/Enprgy (Pr.j) Deot./2005 ,‘-_“_;*“"““: '”:",‘j
L At e
Oear Dr, Mani Shankar gary, i e J‘-:v,l\ts})
Ref. 1.D.0.ir.No. 52!PSP/Energy!2004, dl. 6.12.2004 from D‘“ .

Sii D.K.Panwar.!AS., addressed (o S M.S.Srinivasan,
Addl. Secy., Ministry of Pelroleuma N.G.

!"bt—ﬂ_,_ 2. D.0.Lr.No, 52/PSP/Energyl2005, dt. 21.6.2008 from
5 \ DrY.s Rajasekhara Reddy, Haa'blz Chlefl Minister
)28 \j : * DOLrNo. 7127/Pr 2005, a1 5 1g 2005 from Dr.Y.S Raja-
e sekhara Reddy. Hon'ble Chief Minister
ij ‘ AV . PSR

Kird attention js fvited lo the relerences cited, This matter
relates ic the supply of natura! gas (o the power projects in Andhra Pradesh
GALL has enlered intg Gas Supply Ag-eements wili four exisling gas bassd
projects (lotal capacdy Doo M for supply of Nalwiat Gas of 4.85 MCMB
Hawever the aclual quanidy of gay supplied Ly GAIL i 2 326 MCMD and tha
#zneration frgm theee Arefecie is les. thantnon of their cepacty  This gas
shertage hos resuited ncansumsrs having 1 Pay hlgher tanfi gue o
(M Increased cout of POver procured fror- allernative saurces and (1} paymer:
of {ull fixed charges for the teal deciares capacily of the IPPs, pyen though the
energy produced Is less dun (o fradequale gas Supply.  The additional cos{ af
nower dug e short supply of gas g araund Rs. 300 crares SVEry year,

GAN has entered into further agieements with 4 new gas bagad
projects (lotal Capacity {4go MW) e supply of 6.7 MCMD Thus the tolal

allccalion of gas for the g8 Projecis is 11 55 pGKD Sice GAIL s not in a

JOSLON 10 hanow itz e TONM - 35 g Gas Supply Agreemente enlargd
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Gevernment of Andhra Pradesh vide lelters daled 17.7.2004and 5.8.2004
requested for your kird infervention and the Psime Minister of India respectively
lo ditect GAILIONGG 1o augment the supply of Natural Gas as ner agreed

allocabions 1o the four existing IPPs and the four upcoming IPPs in Andhra
Pradesh,

tam grateful to you for convening meeting on 17" October, 2005 t2 son

oul these critical problems of our State. You have discussed this malter with
officials of the Ministry of Peiroleum and Nalural Gas, ONGC, GAIL and
Government of Andhra Pradesh In this connection, | wish tq menlish the
following points for yoaur kind consideration and riecessary fnslructiqns G the
concemed ‘
o

The Stale Government have originally recominended that the availahle

gas may be supplied on a profate basis to all power prejects having firm
allocations, including the 4 neys projects  As indicaled In the reference 1™

cited, this stand was taken by the Slale Goveinment in order to prolecl the

Interesi of the Government and negaliztions hald vith the upcaming four 1P,
The developers at that time agreed nol o use allemalg fugl before 1% January,
2007 and hat TRANSCO wil nol be lable befyra 19! January, 2007 an
account of fixed cost  The Companiss have agreed to Incorporate the

amendments in the PPAs Hovrever, (e companies have not signed thf’z’J
amended PPAs. "

=

In your letter 1 14 17 2004 1t was mdicalad that additional gas of .5
MIASCMD wauld be made availzble frory September, 2005 and another 2.0
MMSTMD frem second quarier ot 200 Further, the additional gas from Rava
<, Annapuma and Reliance telds is expected from thed quarier of 2007, with
which the requirement: of censumers in KG basin could he mel.

Slate Govarnment have subsequenlly reviswed the implications of
pro-rata allocation of the avalable g2s  If pro-rata allocation of e available
aas 1s made o all the 8 projects, the geneiation from the existing 4 projects
would fall down appreciably and Govaromnent of Andhra PradeshAPTRANSCO

v
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vl hawva (g PaY about Re 333 crores Upto31.12 2005 lovards deampg
generation vithog avalling ruy generation from lhese 4 exisling Projects  This
additional buider, of about Rs, 333 Crares can hp avaided if the available gag is
firsl supplied 15 the existing 4 vas based Projects to ie 8xten| reyyired for
acl-r—xre';i:ahreshold PLF,

* {0 supply tha Bvallable gag 4 le 4 exisling Prajects tg the exian
required for achiaving threshald pp £ and io aflgpate the balanca

* o allow Duat fuel Capabiliies clayse only for usg gf Naphtha for shori
perfiads when 985 supply js disrupled

¢ lointigle immediale sleps 1o augmen the gas SUpply to all the g iPPs pr
lhe State ag decided in the Mmeeling convened gn 20.9.2004 by the
Principal Secretary (o Prima Minister

I therafore, '&quest yay onee 293 o je5ye necessary instruciions lo
the concernag on this matipr, I shall e grateful or favourable aclion for
augmaonting gos Supply 1o powgy Wilities in Andhra Pradesh tq the maximym
Possible exten;.

3 With regarqs.

-
[ ¢

Yours sin seraly,
P O S AT

(MOHAMAED ALl SHABBERJ

Dr Man Shankar Avvar,
Unizon Minisler for Petroloim & N.G,
Sovernment of India,

Neve Doty



ZEIDR ANNEXURE - 3
wo,l-12011/6/02-GP (P} oz
Government of india
Ministry of Petroleurn & Natuial Gas

Shastri Bhawan, New Dethi-1
Dated the 5 December, 2005

Shri 8.V. Prasad, '

Principal §ecrelary. Eneng.

Government of Andhra Pra

The GHaI?man & Managing Direcloi
/ONGC. New Delhi

Phs 11

desh, Hyderabad.

The Chairman & Managing Direclor
GAIL (India) Limited, New Delhi

The Director General,
DGH, New Delhi.
ubject:— ; Recotd Nofé of dlscﬁséidn or the meefing held between Sfri
el S.C. Tripathl, Secretary, Ministry of Petroleum & Natural Gas
f Information "and

and Shrl Mohd. All Shatber, Minister .o
Public Relatlong, Energy and Coal, Gbvernment of Andhra
2006.at New Delki regarding

Pradesh, on 20" November,
shortage of gas supply In KG.baslin.

£ { am directed to forward herewith a copy of the record note of

%f%‘i diseusslon of the meeling held between Shri 8.C. Tripathl, Secretary, Minislry

: & ‘Walural Gas and Shrl Mond. All Shabber, Minister of

2l of Petroleum &
%" {nformation and Public Relations, Energy and Coal, Government of Andhra

', radesh, on 29"‘ November, 2006 at New Dalhi -regarding shorage of gas

!} supply in KG basin, for information and necessary actlon.
Yours failhfully,

7
f;u_a/m),(ﬁ

) Engl.:s above.
) : ‘ .
} : ] (S.8. Mandal)
' Under Secretary to the Govt. of India,

] ' Tel.Np.23382582

Copy for information fo: ' '

PPS 1o Secrelary (PENG),

. PS (o Spl. Secretary (P&NG), i
PA to JS(AT), MoP&NG,
PA {o DIr(SS), MaP&NG,

A
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cuaslon of e meeting rogarding shortage of gas

Rocordd Nota of ol

sr.lnnlv in KG b:asin held on 29. 11.2005

Mr. Mohammed Ali Shabber, Minister for Informaticn & Public Relalions,

Erergy & Coal, Governmenl of Andhra Pradesh met Secretary (P&NG) on

29 .11.2005 in Shastri Bhawan Office regarding shortage of gas supply in KG

basin. The Minister also handed aver a copy of his d.o letter writlen to Minister
(PANG) daled 22.11.2005 (copyl enclosad)

The Andhra Minister stated thai the Andhra ,éradedh overnmenl had

2.

originally recommended for a pro-| rala_ supply of the avai !able e gas to aII the

existing and”uhﬁeﬂz-m:ﬁmg new IPPs against thew t'rrn allocatfons This
PPs that

_—.—h‘.____——-u-—-—""
recommendallon was based on the understanding with the upcommg 41

" they would not use alternale’ fuel before 1" January 2007 and that APTRANSCO

will not be liable before 1% January 2007 on account of fi >_<ed cost, However. the

[PPs have nol stgned the amendee PF’As.

Nt ettt 4t b 2 84 = e
4. State Government have subsequently reviewed the implications of pro-

rata allocation of the available gas and has found that In such a scenaiio

Government of Andhra Predesh/AF‘TRANSCO will have o pay abaut .33_330

— oy

crore upto December 72006 towards deemad ganerallon from the four exlsling

prcuects Therefore, iﬁe State Govt. Thave ;ep}e:,ented to the Hon‘ble- Pnrne

Minister as well as lo the Minlster (F’&NG) as fol[ows -

Br

To supply the available gas to the 4 existing projects lo the extent

required for achieving thrashald PLF and o al!ocale the balance

iy

quantity proparuonately o the upcoming 4 pro;ccls

o A i T e

A S——— ——

(i

o T

To allow dual fuel capabllmes clause only for use of naphtha for

(il} e

T

(iiiy To direct ONGCIGA!L 1o honour the agreements for gas supply

e ——— 4 4

GAILfdeveloper

—

and the increased cost due 1o non -supply be borne by

- gar——_ -

o ———




(a)

(a)

(L)

‘Sc

: public eye.
pply commitments, including import of LNG through EXMAR or Imports as

NG, 1o salvage its credibility. As this [s a malter of serious concern, we may

2\

To initiale immecdiate sleps (o augment the gas supply to all the 8
|PPs of the Stale as decided mn the meeting convened on

28.9.2004 by the Principal Secrelary lo Prime Minister.

On the above points, Secrelary (P&NG) responded as follows:-

Regarding point 3(i), MOP&NG would hke (o be guided by the
views of {he State Government and, therefore, gas supply lo the
existing power projects will not be curtaied. Gas supply to the
upcoming 4 IFPs can .Ionly he given when additional gas becomes

available.

Regarding point 3(i) on the provision of dual fuel capabilities, it is

for the Stale Government and the Regulalor to take a view and to
consider whether they would aliow the new 1PPs to’use dual fuel

capabilities for power generalion till additional .gas becomes

available.

With regard to point_ 3(jii), this Ministry has no objection if legal
recourse is resorted for any breach of agreements for gas supply

by ONGC or GAIL. However, this Is a matter which is to be

examined on Its [egaf merits,

On po!nt 3(iv) for augmenlatuon of gas supply to the extent of 0.5
MMSCMD by September 2005 and 1.5 to 2.0 MMSCMD by 2
quarter of 2008, &5 agreed early by ONGC, MOP&NG will seek the
latesl prognosis from ONGC which Is to be cerlified by DGH.

Secretary (P&NG) further observad that It Is unfordunate that GAIL is not

e to meet the commilments of gas supply based on which Investmenls were
mmitted by the aew I1PPs. This has resulted in loss of face and credibllity In

GAIL should examine all possible alternatives to honour gas

o ask GAIL to discuss this matter in tHeir Board.
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GRR Vernagiv Power Generafion Limited

o]

GANIRAGVERGLIZ0TT MoP DEL 03

05 May 2017

Shrt Ajay Jain

the Ponepal Secretary (Eoerwy, Infra & Investments)
Covemiment of Andina Pradesh
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Request for atloentioa! recommendation by APPCC of APM & Non APM gas to
GVPGL by diveriing fvom old IPPs in Andhra Pradesh.

Diear S

We refer 1o the Retail Tandt Order

of APERC [or 2017-18. The Hon'ble APERC have

disallowed the dispatch of old gas based Plants like Lanco Kondapally and Spectrum, whose
PPAs have expired. due 1o tugh umt lised cost Retad TanfT Order also mentions that AP
DISCOMSs are iabing up the proposal for renewal of PIPA of M/s LANCO Kondapally for the

period of 10 years

It is iromc and croosty unequitable that whereas around 1500 MW of gns based power plants

with valid PPAs are stranded for lack of pas supply and facing bankruptey,

APPCC (5

praposing lo vse the APM gas to operate and pay fined charges to power plants which have
run their full term of the PPA and recovered thair entsre capital and retum

1t is submutted that the following power planis, having the benefit of APM gas supply, has run

thear full terin of the PPA-

Projeei

(iVK-Siape-1

Spectum
Lanco
Rehanced

Taotal

HTFBA expring m Ouhdwee 2017

-

Capacity
(W)

216
208
355
221
999

Gas Allocnted
(MMSCVID)

110
143
1.96
() 84
5.33

—

Gas supply in
2016-17
MSCMD)
0.6!1

62
072
{)
1.95

AL the same wme, the following power plant v huch were set up based on a competiiy e bid
oul PPA, hive been sianded for dack of gas for years now and are on the bonk of

LIS VLA

(s vequiterend

Years till
CoD Do

Peviod of
idting till
date {Years)
/]
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We would alzo fike to poaiut out tha,

*  The Fixed chacge per unit as submitied m (the ARR (or one of older phaii s nghity
calculaled af Rs -1.40 / vt 1sking into accountl the lower gas avinlabiluy and fower
PLE, which 1z higher than tha fined cost ol newer 11Vs

o The new IPPs are much more efficient with lower heat ratgs. For example, the Gro:s
heat rate of GVPGL is [830 Keal/kWH as compared 1o approatmately 21130
Keal/lhWH for the older plants. This translates o around a lower energy cost of Ry
022 {unit

Considering a gas supply ol 1.5 MMSCMB, the aggregate linancial impacl of both the aba e
poinds 1s areund Rs. 160 crore per annom e Rs 1600 crore over a pertod 10 years wn lern,

al saving lo Discoms and therefore 1o the consumers at large I
In light of the foregoing, we would sincerely urge you to seeh reallocation of the APM Bas
supply to the new power plants having valid PPA with APDISCOMS and offighe power from
them This would be in the interest of the slate, the consumers and the IPPs wiuch have
invested in the state based on PPA bid and have ulready lost their ealire el worth and sunk
into deeper indebledness for no faultof theirg
We look forward 1o your confirmation and urgent actecn tn the matter
Thanking you
For GMR Vemagiri Power Generation Limited
/‘l‘a'h\.\.,t.-uf» -Cﬂ/k,ﬁ ;
Auhonzed Sigoatory
Copy 1o
Chairman and Managing Direclor, AP Transco ':1.'

l
2. Charrman, Andhra Pradesh Power Coordination Comimitee
3. Seerctary, Andhra Pradesh Ficcirneny Regulators Comnussion
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GriR Vemagir Power Generation Limited — » [, o
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O™ May 2017

The Chairman

Andhra Pradesh Power Co-ordinalion Conun:(\ic,
Vidyut Sondha

Hyderabad-300082

Subject: Request for allocation/ recommendation by APPCC of APM & Non APM gas
to GVPGL by diverting from old IPPs in Andhra Pradcesh.

Doar Sir,

We ke reference to the Retail Tart(l Order of APERC for 2017-18. The Hon'ble APERC
have disallowed Lhe dispatch of old gas based Plants like Lanco Kondapally und Spectrum,
whose PPAs have expired. We have also noted that APDISCOMSs have stopped off-take of
power from these iwa power plants from 7 April'l7,

As such, the APM gas which was being consumed by LANCO & SPECTRUM power plants
is available for re-allocation.

GVPGL having valid long tenn PPA upto year 2029 with AP&TS DISCOMs, has legitimate
rght to receive the ahove said ga..

Farther, we are also concerned to note that APDISCOMs are planning o renew the expired
PPA of these plants with threshold PLF of 80% cven though APM gas is available for only
#0%% PLE. In our view due 16 (ollowing reasons the allocation of gas out of expired PPAs
shoulil be corsidered lor allocation 10 GVPGL

1. Capual Cost for old PPA plants have already recovered

I~

Sub optimal etfictency of old I'PA plants

{9 )

Higher Capaeity Charges n comparison to VPGLL

4. Advantages under GVPGL PPA — Mo Allumulcfiu;;!' i istons
A
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We hereby summarnze the financial benefiss thar will accrue 1o AP Discoms by alternatvely
operating the GVPGL plant with the available APM Gas

Particulurs LANCO | Spectrum | GVPGL

Capacity MW 162 208 379
Approx PLF for which pas 15 availobie %y 40°, 40
PPA Extension Yry 10.60 15.00
blus Generidted for PPA Tenn Mus 12684 10532
Per Unit Fixed Cost Rs/kWh 1.42 1.42 1.08
Ineremental Cost per unil in Comparison to VPGL | Rs kWh 0.34 0.34
Additionu! Fixed Charge during PPA term RsCrs | 431 mn
Variable Cost Rs/kWh 2.05 2.16 1.90
Incremental Variable Cost in comparison to VPGL | Ra/Unit 015 .26
Incremental Fuel cast for PPA temm Rs Crs 189 281 -
"[1:::,1 Incremental Fixed Cost and Fuel Cost for PPA Rs Crs 621 652
Total benefits to DISCOM by opting VPGL Rs Crs 1272

Therefore, the diversion of APM/ non APM gas from old PPA plants to new PPA plants will
save DISCOMs an amount more than Rs. 1272 Crs and there is no rational to extend old

PPAs without considering GVPGL..

We would thercfore request you to kindly recommend to MuPNG for re-allucation of APM
and Non-APM gas from old and expired PPA power plants to more efficient power plant of

GVPGL having a valid PPA till Sept'2029.
Thanking you

For GMR Vemagiri Power Generation Limited

Authorized Signatory

Cony to:

. Prl. Sccretary- Encrgy, GoAD
Secretary-APERC

CMD, AP TRANSCO

JMD, AP TRANSCO

CE- IPC &IPS, AP TRANSCO

L R W N



3 U G&&R
Annexure- b
Savings to Government of Andhra Pradesh calculated based on renewal of PPA for LANCO
& SPECTRUM, while operating GVPGL
Particulars Units LANCO | SPECTRUM | GVPGL
Installed Capacity MW 361.92 205.19 370
PLF % 34% 55%
Approx. Gas Available MMSCMD | 0.65 0.60
PPA Extension Years 10.00 15.00
Mus Generated for PPA Term MUs 10775 14882
Additional Generation by GVPGL for PPA
mUs 845 1207
Term :
Domestic Natural Gas Price S/mmbtu | 3.36 3.36 3.36
Fixed Cost Rs/kWh 1.67 1.09 0.69%
Incremental Fixed Cost in comparison to
Rs/kWh 0.97 0.39
GVPGL
Additional Fixed Cost for PPA term Rs Crs 1047 580
Variable Cost Rs/kWh 2.74 2.75 2.54
gsgzn:ental Variable Cost in comparison to Rs/kWh ST oo
Additional Variable Cost for PPA term Rs Crs 215 307
Total Cost Rs/kWh 4.41 3.84 3.24
Total Increment FC + VC for PPA term Rs Crs 2148.29
Cost saving due to additional generation
from GVPGL Rs Crs 677.11
{(Assuming Exchange Price Rs 4/Kwh)
Total benefit to Discoms by opting GVPGL Rs Crs 2825.40
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Annexure- 7

GVPGL losses due to curtailment of APM Gas by Government of Andhra Pradesh

GVPGL ;
Exchange Rate MUs @ 1 Fixed Cost
WCIE LeVs (USD to INR) gowpLe | Fredcost)  ipccr)
{Rs/Kwh)
2013-14 365 60.50 2592.96 1.06 275.37
2014-15 365 61.15 2592.96 1.07 276.38
2015-16 366 65.46 2600.06 1.09 283.86
2016-17 365 67.09 2592.96 1.10 28562
2017-18 365 64.45 7592.96 | 0.88 227.40
2018-19* '
Till

31.12.18 275 70.00 1953.60 0.70 136.56

Total 2101 14925.50 1485.20
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EXTRAORDINARY
PART I - Section 1
PUBLISHED BY AUTHORITY
Ministry of Power

New Delhi,
Dated the 6 January, 2006

RESOLUTION

No.23/2/2005-R&R(Vol.III)

TARIFF POLICY

1.0 INTRODUCTION

1.1.In compliance with section 3 of the Electricity Act 2003 the Central
Government hereby notifies the Tariff Eolicy in continuation of the National
Electricity Policy (NEP) notified on 12" February 2005.

1.2. The National Electricity Policy has set the goal of adding new generation
capacity of more than one lakh MW during the 10" and 11" Plan periods to
have per capita availability of over 1000 units of electricity per year and to
not only eliminate energy and peaking shortages but to also have a spinning
reserve of 5% in the system. Development of the power sector has also to
meet the challenge of providing access for electricity to all households in
next five years.

1.3.1t is therefore essential to attract adequate investments in the power sector by
providing appropriate return on investment as budgetary resources of the
Central and State Governments are incapable of providing the requisite
funds. It is equally necessary to ensure availability of electricity to different
categories of consumers at reasonable rates for achieving the objectives of
rapid economic development of the country and improvement in the living
standards of the people.

1.4. Balancing the requirement of attracting adequate investments to the sector
and that of ensuring reasonability of user charges for the consumers is the
critical challenge for the regulatory process. Accelerated development of the
power sector and its ability to attract necessary investments calls for, inter
alia, consistent regulatory approach across the country. Consistency in



approach becomes all the more necessary considering the large number of
States and the diversities involved.

2.0 LEGAL POSITION

2.1 Section 3 (1) of the Electricity Act 2003 empowers the Central Government to
formulate the tariff policy. Section 3 (3) of the Act enables the Central
Government to review or revise the tariff policy from time to time.

2.2 The Act also requires that the Central Electricity Regulatory Commission
(CERC) and State Electricity Regulatory Commissions (SERCs) shall be
guided by the tariff policy in discharging their functions including framing the
regulations under section 61 of the Act.

2.3 Section 61 of the Act provides that Regulatory Commissions shall be guided
by the principles and methodologies specified by the Central Commission for
determination of tariff applicable to generating companies and transmission
licensees.

2.4 The Forum of Regulators has been constituted by the Central Government
under the provisions of the Act which would, inter alia, facilitate consistency
in approach specially in the area of distribution.

3.0 EVOLUTION OF THE POLICY

The tariff policy has been evolved in consultation with the State Governments
and the Central Electricity Authority (CEA) and keeping in view the advice of the
Central Electricity Regulatory Commission and suggestions of various stakeholders.

4.0 OBJECTIVES OF THE POLICY
The objectives of this tariff policy are to:

(a) Ensure availability of electricity to consumers at reasonable and competitive
rates;

(b) Ensure financial viability of the sector and attract investments;

(c) Promote transparency, consistency and predictability in regulatory approaches
across jurisdictions and minimise perceptions of regulatory risks;

(d) Promote competition, efficiency in operations and improvement in quality of
supply.

5.0 GENERAL APPROACH TO TARIFF

5.1 Introducing competition in different segments of the electricity industry is
one of the key features of the Electricity Act, 2003. Competition will lead



to significant benefits to consumers through reduction in capital costs and
also efficiency of operations. It will also facilitate the price to be
determined competitively. The Central Government has already issued
detailed guidelines for tariff based bidding process for procurement of
electricity by distribution licensees for medium or long-term period vide
gazette notification dated 19™ January, 2005.

All future requirement of power should be procured competitively by
distribution licensees except in cases of expansion of existing projects or
where there is a State controlled/owned company as an identified
developer and where regulators will need to resort to tariff determination
based on norms provided that expansion of generating capacity by private
developers 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 projects 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.

5.2The real benefits of competition would be available only with the
emergence of appropriate market conditions. Shortages of power supply
will need to be overcome. Multiple players will enhance the quality of
service through competition. All efforts will need to be made to bring
power industry to this situation as early as possible in the overall interests
of consumers. Transmission and distribution, i.e. the wires business is
internationally recognized as having the characteristics of a natural
monopoly where there are inherent difficulties in going beyond regulated
refurns on the basis of scrutiny of costs.

5.3 Tariff policy lays down following framework for performance based cost
of service regulation in respect of aspects common to generation,
transmission as well as distribution. These shall not apply to competitively
bid projects as referred to in para 6.1 and para 7.1 (6). Sector specific
aspects are dealt with in subsequent sections.

Return on Investment

Balance needs to be maintained between the interests of consumers and the
need for investments while laying down rate of return. Retumn should attract
investments at par with, if not in.preference to, other sectors so that the
electricity sector is able to create adequate capacity. The rate of return should
be such that it allows generation of reasonable surplus for growth of the
sector.



b)

The Central Commission would notify, from time to time, the rate of return
on equity for generation and transmission projects keeping in view the
assessment of overall risk and the prevalent cost of capital which shall be
followed by the SERCs also. The rate of return notified by CERC for
transmission may be adopted by the State Electricity Regulatory Commissions
(SERCs) for distribution with appropriate modification taking into view the
higher risks involved. For uniform approach in this matter, it would be
desirable to arrive at a consensus through the Forum of Regulators.

While allowing the total capital cost of the project, the Appropriate
Commission would ensure that these are reasonable and to achieve this
objective, requisite benchmarks on capital costs should be evolved by the
Regulatory Commissions.

Explanation: For the purposes of return on equity, any cash resources
available to the company from its share premium account or from its internal
resources that are used to fund the equity commitments of the project under
consideration should be treated as equity subject to limitations contained in (b)
below.

The Central Commission may adopt the alternative approach of regulating
through return on capital.

The Central Commission may adopt either Return on Equity approach or
Return on Capital approach whichever is considered better in the interest of
the consumers.

The State Commission may consider ‘distribution margin’ as basis for
allowing returns in distribution business at an appropriate time, The Forum of
Regulators should evolve a comprehensive approach on “distribution margin”
within one year. The considerations while preparing such an approach would,
inter-alia, include issues such as reduction in Aggregate Technical and
Commercial losses, improving the standards of performance and reduction in
cost of supply.

Equity Norms

For financing of future capital cost of projects, a Debt : Equity ratio of 70:30
should be adopted. Promoters would be free to have higher quantum of equity
investments. The equity in excess of this norm should be treated as loans
advanced at the weighted average rate of interest and for a weighted average
tenor of the long term debt component of the project after ascertaining the
reasonableness of the interest rates and taking into account the effect of debt
restructuring done, if any. In case of equity below the normative level, the
actual equity would be used for determination of Return on Equity in tariff
computations.



d)

1

Depreciation

The Central Commission may notify the rates of depreciation in respect of
generation and transmission assets. The depreciation rates so notified would
also be applicable for distribution with appropriate modification as may be
evolved by the Forum of Regulators.

The rates of depreciation so notified would be applicable for the purpose of
tariffs as well as accounting.

There should be no need for any advance against depreciation.

Benefit of reduced tariff afier the assets have been fully depreciated should
remain available to the consumers.

Cost of Debt

Structuring of debt, including its tenure, with a view to reducing the tariff
should be encouraged. Savings in costs on account of subsequent restructuring
of debt should be suitably incentivised by the Regulatory Commissions
keeping in view the interests of the consumers.

Cost of Management of Foreign Exchange Risk

Foreign exchange variation risk shall not be a pass through. Appropriate costs
of hedging and swapping to take care of foreign exchange variations should be
allowed for debt obtained in foreign currencies. This provision would be
relevant only for the projects where tariff has not been determined on the basis
of competitive bids.

Operating Norms

Suitable performance norms of operations together with incentives and dis-
incentives would need be evolved along with appropriate arrangement for
sharing the gains of efficient operations with the consumers. Except for the
cases referred to in para 5.3 (h)(2), the operating parameters in tariffs should
be at “normative levels” only and not at “lower of normative and actuals”.
This is essential to encourage better operating performance. The norms
should be efficient, relatable to past performance, capable of achievement and
progressively reflecting increased efficiencies and may also take into
consideration the latest technological advancements, fuel, vintage of
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(h)
1)

2)

i,

equipments, nature of operations, level of service to be provided to consumers
etc. Continued and proven inefficiency must be controlled and penalized.

The Central Commission would, in consultation with the Central Electricity
Authority, notify operating norms from time to time for generation and
transmission. The SERC would adopt these norms. In cases where operations
have been much below the norms for many previous years, the SERCs may fix
relaxed norms suitably and draw a transition path over the time for achieving
the norms notified by the Central Commission.

QOperating norms for distribution networks would be notified by the concerned
SERCs. For uniformity of approach in determining such norms for
distribution, the Forum of Regulators should evolve the approach including
the guidelines for treatment of state specific distinctive features.

Renovation and Modernatisation

Renovation and modernization (it shall not include periodic overhauls) for
higher efficiency levels needs to be encouraged. A multi-year tariff (MYT)
framework may be prescribed which should also cover capital investments
necessary for renovation and modernization and an incentive framework to
share the benefits of efficiency improvement between the utilities and the
beneficiaries with reference to revised and specific performance norms to be
fixed by the Appropriate Commission. Appropriate capital costs required for
pre-determined efficiency gains and/or for sustenance of high level
performance would need to be assessed by the Appropriate Commission.

Multi Year Tariff

Section 61 of the Act states that the Appropriate Commission, for
determining the terms and conditions for the determination of tariff, shall be
guided inter-alia, by multi-year tariff principles. The MYT framework is to be
adopted for any tariffs to be determined from April 1, 2006. The framework
should feature a five-year control period. The initial control period may
however be of 3 year duration for transmission and distribution if deemed
necessary by the Regulatory Commission on account of data uncertainties and
other practical considerations. In cases of lack of reliable data, the Appropriate
Commission may state assumptions in MYT for first control period and a
fresh control period may be started as and when more reliable data becomes
available.

In cases where operations have been much below the norms for many previous
years the initial starting point in determining the revenue requirement and the
improvement trajectories should be recognized at “relaxed” levels and not the
“desired” levels. Suitable benchmarking studies may be conducted to establish
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the “desired” performance standards. Separate studies may be required for
each utility to assess the capital expenditure necessary to meet the minimum
service standards.

3) Once the revenue requirements are established at the beginning of the control
period, the Regulatory Commission should focus on regulation of outputs and
not the input cost elements. At the end of the control period, a comprehensive
review of performance may be undertaken.

4) Uncontrollable costs should be recovered speedily to ensure that future
consumers are not burdened with past costs. Uncontrollable costs would
include (but not limited to) fuel costs, costs on account of inflation, taxes and
cess, variations in power purchase unit costs including on account of hydro-
thermal mix in case of adverse natural events.

5) Clear guidelines and regulations on information disclosure may be developed
by the Regulatory Commissions. Section 62 (2) of the Act empowers the
Appropriate Commission to require licensees to furnish separate details, as
may be specified in respect of generation, transmission and distribution for
determination of tariff.

(1) Benefits under CDM

Tariff fixation for all electricity projects (generation, transmission and
distribution) that result in lower Green House Gas (GHG) emissions than the
relevant base line should take into account the benefits obtained from the
Clean Development Mechanism (CDM) into consideration, in a manner so as
to provide adequate incentive to the project developers.

5.4  While it is recognized that the State Governments have the right to impose
duties, taxes, cess on sale or consumption of electricity, these could potentially
distort competition and optimal use of resources especially if such levies are used
selectively and on a non- uniform basis.

In some cases, the duties etc. on consumption of electricity is linked to sources
of generation (like captive generation) and the level of duties levied is much higher
as compared to that being levied on the same category of consumers who draw power
from grid. Such a distinction is invidious and inappropriate. The sole purpose of
freely allowing captive generation is to enable industries to access reliable, quality
and cost effective power. Particularly, the provisions relating to captive power plants
which can be set up by group of consumers has been brought in recognition of the
fact that efficient expansion of small and medium industries across the country will
lead to faster economic growth and creation of larger employment opportunities.



6.2

For realizing the goal of making available electricity to consumers at reasonable
and competitive prices, it is necessary that such duties are kept at reasonable level.

5.5 Though, as per the provisions of the Act, the outer limit to introduce open access
in distribution is 27.1.2009, it would be desirable that, in whichever states the
situation so permits, the Regulatory Commissions introduce such open access earlier
than this deadline.

6.0 GENERATION

Accelerated growth of the generation capacity sector is essential to meet the
estimated growth in demand. Adequacy of generation is also essential for
efficient functioning of power markets. At the same time, it is to be ensured that
new capacity addition should deliver electricity at most efficient rates to protect
the interests of consumers. This policy stipulates the following for meeting these
objectives.

6.1 Procurement of power

As stipulated in para 5.1, power procurement for future requirements should
be through a transparent competitive bidding mechanism using the Euidelines
issued by the Central Government vide gazette notification dated 19" January,
2005. These guidelines provide for procurement of electricity separately for base
load requirements and for peak load requirements. This would facilitate setting
up of generation capacities specifically for meeting peak.

Tariff structuring and associated issues

(1) A two-part tanff structure should be adopted for all long term contracts to
facilitate Merit Order dispatch. According to National Electricity Policy, the
Auvailability Based Tariff (ABT) is to be introduced at State level by April 2006.
This framework would be extended to generating stations (including grid
connected captive plants of capacities as determined by the SERC). The
Appropriate Commission may also introduce differential rates of fixed charges for
peak and off peak hours for better management of load.

(2) Power Purchase Agreement should ensure adequate and bankable payment
security arrangements to the Generating companies. In case of persisting default
in spite of the available payment security mechanisms like letter of credit, escrow
of cash flows etc. the generating companies may sell to other buyers.
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(3) In case of coal based generating stations, the cost of project will also include
reasonable cost of setting up coal washeries, coal beneficiation system and dry
ash handling & disposal system.

6.3 Harnessing captive generation

Captive generation is an important means to making competitive power
available. Appropriate Commission should create an enabling environment that
encourages captive power plants to be connected to the grid.

Such captive plants could inject surplus power into the grid subject to the same
regulation as applicable to generating companies. Firm supplies may be bought from
captive plants by distribution licensees using the guidelines issued by the Central
Government under section 63 of the Act.

The prices should be differentiated for peak and off-peak supply and the tariff
should include wvariable cost of generation at actual levels and reasonable
compensation for capacity charges.

Alternatively, a frequency based real time mechanism can be used and the
captive generators can be allowed to inject into the grid under the ABT mechanism.

Wheeling charges and other terms and conditions for implementation should be
determined in advance by the respective State Commission, duly ensuring that the
charges are reasonable and fair.

Grid connected captive plants could also supply power to non-captive users
connected to the grid through available transmission facilities based on negotiated
tariffs. Such sale of electricity would be subject to relevant regulations for open
access.

6.4 Non-conventional sources of energy generation including Co-generation:

(1) Pursuant to provisions of section 86(1)(e) of the Act, the Appropriate
Commission shall fix a minimum percentage for purchase of energy from such
sources taking into account availability of such resources in the region and its
impact on retail tariffs. Such percentage for purchase of energy should be
made applicable for the tariffs to be determined by the SERCs latest by April
1, 2006.

It will take some time before non-conventional technologies can compete with
conventional sources in terms of cost of electricity. Therefore, procurement by
distribution companies shall be done at preferential tariffs determined by the
Appropriate Commission.



(2) Such procurement by Distribution Licensees for future requirements shall be
done, as far as possible, through competitive bidding process under Section 63
of the Act within suppliers offering energy from same type of non-
conventional sources. In the long-term, these technologies would need to
compete with other sources in terms of full costs.

(3) The Central Commission should lay down guidelines within three months for
pricing non-firm power, especially from non—conventional sources, to be
followed in cases where such procurement is not through competitive bidding.

7.0 TRANSMISSION

The transmission system in the country consists of the regional networks, the inter-
regional connections that carry electricity across the five regions, and the State
networks.  The national transmission network in India is presently under
development. Development of the State networks has not been uniform and capacity
in such networks needs to be augmented. These networks will play an important role
in intra-State power flows and also in the regional and national flows. The tariff
policy, insafar as transmission is concerned, seeks to achieve the following
objectives:

1. Ensuring optimal development of the transmission network to promote
efficient utilization of generation and transmission assets in the country;

2. Attracting the required investments in the transmission sector and providing
adequate returns.

7.1 Transmission pricing

(1) A suitable transmission tariff framework for all inter-State transmission,
including transmission of electricity across the territory of an intervening State
as well as conveyance within the State which is incidental to such inter-state
transmission, needs to be implemented with the objective of promoting
effective utilization of all assets across the country and accelerated development
of new transmission capacities that are required.

(2) The National Electricity Policy mandates that the national tariff framework
implemented should be sensitive to distance, direction and related to quantum of
power flow. This would be developed by CERC taking into consideration the
advice of the CEA. Such tariff mechanism should be implemented by 1% April
2006.

(3)Transmission charges, under this framework, can be determined on MW per
circuit kilometer basis, zonal postage stamp basis, or some other pragmatic
variant, the ultimate objective being to get the transmission system users to share
the total transmission cost in proportion to their respective utilization of the

10
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transmission system. The overall tariff framework should be such as not to inhibit
planned development/augmentation of the transmission system, but should
discourage non-optimal transmission investment.

(4) In view of the approach laid down by the NEP, prior agreement with the
beneficiaries would not be a pre-condition for network expansion. CTU/STU
should undertake network expansion after identifying the requirements in
consonance with the National Electricity Plan and in consultation with
stakeholders, and taking up the execution after due regulatory approvals.

(5) The Central Commission would establish, within a period of one year, norms
for capital and operating costs, operating standards and performance indicators
for transmission lines at different voltage levels. Appropriate baseline studies
may be commissioned to arrive at these norms.

(6) Investment by transmission developer other than CTU/STU would be invited
through competitive bids. The Central Government will issue guidelines in three
months for bidding process for developing transmission capacities. The tariff of
the projects to be developed by CTU/STU after the period of five years or when
the Regulatory Commission is satisfied that the situation is right to introduce such
competition (as referred to in para 5.1) would also be determined on the basis of
competitive bidding.

(7) After the implementation of the proposed framework for the inter-State
transmission ,a similar approach should be implemented by SERCs in next two
years for the intra-State transmission, duly considering factors like voltage,
distance, direction and quantum of flow.

(8) Metering compatible with the requirements of the proposed transmission
tariff framework should be established on priority basis. The metering should be
compatible with ABT requirements, which would also facilitate implementation
of Time of Day (ToD) tariffs.

7.2 Approach to transmission loss allocation

0y

Transactions should be charged on the basis of average losses arrived at
after appropriately considering the distance and directional sensitivity, as
applicable to relevant voltage level, on the transmission system. Based on the
methodology laid down by the CERC in this repard for inter- state
transmission, the Forum of Regulators may evolve a similar approach for
intra-state transmission. :

The loss framework should ensure that the loss compeusation is reasonable

and linked to applicable technical loss benchmarks. The benchmarks may be
determined by the Appropriate Commission after considering advice of CEA.

11
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It would be desirable to move to a system of loss compensation based on
incremental losses as present deficiencies in transmission capacities are
overcome through network expansion.

(2) The Appropriate Commission may require necessary studies to be
conducted to establish the allowable level of system loss for the network
configuration, and the capital expenditure required to augment the
transmission system and reduce system losses. Since additional flows above a
level of line loading leads to significantly higher losses, CTU/STU should
ensure upgrading of transmission systems to avoid the situations of
overloading. The Appropriate Commission should permit adequate capital
investments in new assets for upgrading the transmission system.

7.3 Other issues in transmission

(1) Financial incentives and disincentives should be implemented for the CTU
and the STU around the key performance indicators (KPI) for these
organisations. Such KPIs would include efficient network construction,
system availability and loss reduction.

(2) All available information should be shared with intending users by the
CTU/STU and the load dispatch centers, particularly information on available
transmission capacity and load flow studies.

8.0 DISTRIBUTION

Supply of reliable and quality power of specified standards in an efficient
manner and at reasonable rates is one of the main objectives of the National
Electricity Policy. The State Commission should determine and notify the standards
of performance of licensees with respect to quality, continuity and reliability of
service for all consumers. It is desirable that the Forum of Regulators determines the
basic framework on service standards. A suitable transition framework could be
provided for the licensees to reach the desired levels of service as quickly as possible.
Penalties may be imposed on licensees in accordance with section 57 of the Act for
failure to meet the standards.

Making the distribution segment of the industry efficient and solvent is the
key to success of power sector reforms and provision of services of specified
standards. Therefore, the Regulatory Commissions need to strike the right balance
between the requirements of the commercial viability of distribution licensees and
consumer interests. Loss making utilities need to be transformed into profitable
ventures which can raise necessary resources from the capital markets to provide
services of international standards to enable India to achieve its full growth potential.

12
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Efficiency in operations should be encouraged. Gains of efficient operations with
reference to normative parameters should be appropriately shared between
consumers and licensees.

8.1
1)

2)

3)

4)

)

6)

Implementation of Multi-Year Tariff (MYT) framework

This would minimise risks for utilities and consumers, promote efficiency and
appropriate reduction of system losses and attract investments and would also
bring greater predictability to consumer tariffs on the whole by restricting
tariff adjustments to known indicators on power purchase prices and inflation
indices. The framework should be applied for both public and private utilities.

The State Commissions should introduce mechanisms for sharing of excess
profits and losses with the consumers as part of the overall MYT framework
In the first control period the incentives for the utilities may be asymmetric
with the percentage of the excess profits being retained by the utility set at
higher levels than the percentage of losses to be bomne by the utility. This is
necessary to accelerate performance improvement and reduction in losses and
will be in the long term interest of consumers by way of lower tariffs.

As indicated in para 5.3 (h), the MYT framework implemented in the initial
control period should have adequate flexibility to accommodate changes in the
baselines consequent to metering being completed.

Licensees may have the flexibility of charging lower tariffs than approved by
the State Commission if competitive conditions require so without having a
claim on additional revenue requirement on this account in accordance with
Section 62 of the Act .

At the beginning of the control period when the “actual” costs form the basis
for future projections, there may be a large uncovered gap between required
tariffs and the tariffs that are presently applicable. The gap should be fully
met through tariff charges and through alternative means that could inter-alia
include financial restructuring and transition financing.

Incumbent licensees should have the option of filing for separate revenue
requirements and tariffs for an area where the State Commission has issued
multiple distribution licenses, pursuant to the provisions of Section 14 of the
Act read with para 5.4.7 of the National Electricity Policy.

13
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7) Appropriate Commissions should initiate tariff determination and regulatory
scrutiny on a suo moto basis in case the licensee does not initiate filings in
time. It is desirable that requisite tariff changes come into effect from the date
of commencement of each financial year and any gap on account of delay in
filing should be on account of licensee.

8.2 Framework for revenue requirements and costs

8.2.1 The following aspects would need to be considered in determining tariffs:

(1) All power purchase costs need to be considered legitimate unless it is
established that the merit order principle has been violated or power has
been purchased at unreasonable rates.  The reduction of Aggregate
Technical & Commercial (ATC) losses needs to be brought about but not by
denying revenues required for power purchase for 24 hours supply and
necessary and reasonable O&M and investment for system upgradation.
Consumers, particularly those who are ready to pay a tariff which reflects
efficient costs have the right to get uninterrupted 24 hours supply of quality
power. Actual level of retail sales should be grossed up by normative level
of T&D losses as indicated in MYT trajectory for allowing power purchase
cost subject to justifiable power purchase mix variation (for example, more
energy may be purchased from thermal generation in the event of poor
rainfall) and fuel surcharge adjustment as per regulations of the SERC.

(2) ATC loss reduction should be incentivised by linking returns in a MYT
framework to an achievable trajectory. Greater transparency and nurturing of
consumer groups would be efficacious. For government owned utilities
improving governance to achieve ATC loss reduction is a more difficult and
complex challenge for the SERCs. Prescription of a MYT dispensation with
different levels of consumer tariffs in succeeding years linked to different
ATC loss levels aimed at covering full costs could generate the requisite
political will for effective action to reduce theft as the alternative would be
stiffer tariff increases. Third party verification of energy audit results for
different areas/localities could be used to impose area/locality specific
surcharge for greater ATC loss levels and this in turn could generate local
consensus for effective action for better governance. The SERCs may also
encourage suitable local area based incentive and disincentive scheme for
the staff of the utilities linked to reduction in losses.

14
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The SERC shall undertake independent assessment of baseline data
for various parameters for every distribution circle of the licensee and this
exercise should be completed latest by March, 2007.

The SERC shall also institute a system of independent scrutiny of
financial and technical data submitted by the licensees.

As the metering is completed upto appropriate level in the distribution
network, latest by March, 2007, it should be possible to segregate technical
losses. Accordingly technical loss reduction under MYT framework should
then be treated as distinct from commercial loss reduction which require a
different approach.

(3) Section 65 of the Act provides that no direction of the State Government
regarding grant of subsidy to consumers in the tariff determined by the State
Commission shall be operative if the payment on account of subsidy as
decided by the State Commission is not made to the utilities and the tariff
fixed by the State Commission shall be applicable from the date of issue of
orders by the Commission in this regard. The State Commissions should
ensure compliance of this provision of law to ensure financial viability of the
utilities. To ensure implementation of the provision of the law, the State
Commission should determine the tariff initially, without considering the
subsidy commitment by the State Government and subsidised tariff shall be
arrived at thereafter considering the subsidy by the State Government for the
respective categories of consumers.

(4) Working capital should be allowed duly recognising the transition issues
faced by the utilities such as progressive improvement in recovery of bills.
Bad debts should be recognised as per policies developed and subject to the
approval of the State Commission.

(5) Pass through of past losses or profits should be aliowed to the extent caused
by uncontrollable factors. During the transition period controllable factors
should be to the account of utilities and consumers in proportions
determined under the MYT framework.

(6) The contingency reserves should be drawn upon with prior approval of the
State Commission only in the event of contingency conditions specified
through regulations by the State Commission. The existing practice of
providing for development reserves and tariff and dividend control reserves
should be discontinued.

15



8.2.2. The facility of a regulatory asset has been adopted by some Regulatory
Commissions in the past to limit tariff impact in a particular year. This should be
done only as exception, and subject to the following guidelines:

a. The circumstances should be clearly defined through regulations, and
should only include natural causes or force majeure conditions. Under
business as usual conditions, the opening balances of uncovered gap
must be covered through transition financing arrangement or capital
restructuring;

b. Carrying cost of Regulatory Asset should be allowed to the utilities;

c. Recovery of Regulatory Asset should be time-bound and within a
period not exceeding three years at the most and preferably within
control period;

d. The use of the facility of Regulatory Asset should not be repetitive.

e. In cases where regulatory asset is proposed to be adopted, it should be
ensured that the return on equity should not become unreasonably low
in any year so that the capability of the licensee to borrow is not
adversely affected.

8.3 Tariff design : Linkage of tariffs to cost of service

It has been widely recognised that rational and economic pricing of electricity
can be one of the major tools for energy conservation and sustainable use of ground
water resources.

In terms of the Section 61 (g) of the Act, the Appropriate Commission shall be
guided by the objective that the tariff progressively reflects the efficient and prudent
cost of supply of electricity.

The State Governments can give subsidy to the extent they consider
appropriate as per the provisions of section 65 of the Act. Direct subsidy is a
better way to support the poorer categories of consumers than the mechanism of
cross-subsidizing the tariff across the board. Subsidies should be targeted effectively
and in transparent manner. As a substitute of cross-subsidies, the State Government
has the option of raising resources through mechanism of electricity duty and giving
direct subsidies to only needy consumers. This is a better way of targetting subsidies
effectively.
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Accordingly, the following principles would be adopted:

e In accordance with the National Electricity Policy, consumers below poverty
line who consume below a specified level, say 30 units per month, may receive a
special support through cross subsidy. Tariffs for such designated group of
consumers will be at least 50% of the average cost of supply. This provision will be
re-examined after five years.

2 For achieving the objective that the tariff progressively reflects the cost of
supply of electricity, the SERC would notify roadmap within six months with a target
that latest by the end of year 2010-2011 tariffs are within + 20 % of the average cost
of supply. The road map would also have intermediate milestones, based on the
approach of a gradual reduction in cross subsidy.

For example if the average cost of service is Rs 3 per unit, at the end of year
2010-2011 the tariff for the cross subsidised categories excluding those referred to in
para 1 above should not be lower than Rs 2.40 per unit and that for any of the cross-
subsidising categories should not go beyond Rs 3.60 per unit.

3. While fixing tanff for agricultural use, the imperatives of the need of using
ground water resources in a sustainable manner would also need to be kept in mind in
addition to the average cost of supply. Tariff for agricultural use may be set at
different levels for different parts of a state depending of the condition of the ground
water table to prevent excessive depletion of ground water. Section 62 (3) of the Act
provides that geographical position of any area could be one of the criteria for taniff
differentiation. A higher level of subsidy could be considered to support poorer
farmers of the region where adverse ground water table condition requires larger
quantity of electricity for irrigation purposes subject to suitable restrictions to ensure
maintenance of ground water levels and sustainable ground water usage.

4. Extent of subsidy for different categories of consumers can be decided by the
State Government keeping in view various relevant aspects. But provision of free
electricity is not desirable as it encourages wasteful consumption of electricity
besides, in most cases, lowering of water table in turn creating avoidable problem of
water shortage for irrigation and drinking water for later generations. It is also likely
to lead to rapid rise in demand of electricity putting severe strain on the distribution
network thus adversely affecting the quality of supply of power. Therefore, it is
necessary that reasonable level of user charges are levied. The subsidized rates of
electricity should be permitted only up to a pre-identified level of consumption
beyond which tariffs reflecting efficient cost of service should be charged from
consumers. If the State Government wants to reimburse even part of this cost of
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electricity to poor category of consumers the amount can be paid in cash or any other
suitable way. Use of prepaid meters can also facilitate this transfer of subsidy to such
consumers,

3 Metering of supply to agricultural / rural consumers can be achieved in a
consumer friendly way and in effective manner by management of local distribution
in rural areas through commercial arrangement with franchisees with involvement of
panchayat institutions, user associations, cooperative societies etc. Use of self closing
load limitors may be encouraged as a cost effective option for metering in cases of
“limited use consumers” who are eligible for subsidized electricity.

8.4  Definition of tariff components and their applicability

1. Two-part tariffs featuring separate fixed and variable charges and Time
differentiated tariff shall be introduced on priority for large consumers (say,
consumers with demand exceeding 1 MW) within one year. This would also
help in flattening the peak and implementing various energy conservation
measures.

2. The National Electricity Policy states that existing PPAs with the generating
companies would need to be suitably assigned to the successor distribution
companies. The State Governments may make such assignments taking care
of different load profiles of the distribution companies so that retail tariffs are
uniform in the State for different categories of consumers. Thereafter the retail
tariffs would reflect the relative efficiency of distribution companies in
procuring power at competitive costs, controlling theft and reducing other
distribution losses.

3. The State Commission may provide incentives to encourage metering and
billing based on metered tariffs, particularly for consumer categories that are
presently unmetered to a large extent. The metered tariffs and the incentives
should be given wide publicity.

4. The SERCs may also suitably regulate connection charges to be recovered by
the distribution licensee to ensure that second distribution licensee does not
resort to cherry picking by demanding unreasonable connection charges. The
connection charges of the second licensee should not be more than those
payable to the incumbent licensee.

8.5 Cross-subsidy surcharge and additional surcharge for open access

8.5.1 National Electricity Policy lays down that the amount of cross-subsidy
surcharge and the additional surcharge to be levied from consumers who are
permitted open access should not be so onerous that it eliminates competition which

18

e



S 7
r);‘"b

is intended to be fostered in generation and supply of power directly to the consumers
through open access.

A consumer who is permitted open access will have to make payment to the
generator, the transmission licensee whose transmission systems are used,
distribution utility for the wheeling charges and, in addition, the cross subsidy
surcharge. The computation of cross subsidy surcharge, therefore, needs to be done
in a manner that while it compensates the distribution licensee, it does not constrain
introduction of competition through open access. A consumer would avail of open
access only if the payment of all the charges leads to a benefit to him. While the
interest of distribution licensee needs to be protected it would be essential that this
provision of the Act, which requires the open access to be introduced in a time-bound
manner, is used to bring about competition in the larger interest of consumers.

Accordingly, when open access is allowed the surcharge for the purpose of
sections 38,39,40 and sub-section 2 of section 42 would be computed as the
difference between (i) the tariff applicable to the relevant category of consumers and
(ii) the cost of the distribution licensee to supply electricity to the consumers of the
applicable class. In case of a consumer opting for open access, the distribution
licensee could be in a position to discontinue purchase of power at the margin in the
merit order. Accordingly, the cost of supply to the consumer for this purpose may be
computed as the aggregate of (a) the weighted average of power purchase costs
(inclusive of fixed and variable charges) of top 5% power at the margin, excluding
liquid fuel based generation, in the merit order approved by the SERC adjusted for
average loss compensation of the relevant voltage level and (b) the distribution
charges determined on the principles as laid down for intra-state transmission
charges.

Surcharge formula:

S=T-[C(+L/100)+D]
Where
S is the surcharge
T is the Tariff payable by the relevant category of consumers;

C is the Weighted average cost of power purchase of top 5% at the margin excluding
liquid fuel based generation and renewable power

D is the Wheeling charge

L is the system Losses for the applicable voltage level, expressed as a percentage
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The cross-subsidy surcharge should be brought down progressively and, as far
as possible, at a linear rate to a maximum of 20% of its opening level by the year
2010-11.

8.5.2 No surcharge would be required to be paid in terms of sub-section (2) of
Section 42 of the Act on the electricity being sold by the generating companies with
consent of the competent government under Section 43(A)(1)(c) of the Electricity
Act, 1948 (now repealed) and on the electricity being supplied by the distribution
licensee on the authorisation by the State Government under Section 27 of the Indian
Electricity Act, 1910 (now repealed), till the current validity of such consent or
authorisations.

8.5.3 The surcharge may be collected either by the distribution licensee, the
transmission licensee, the STU or the CTU, depending on whose facilities are used
by the consumer for availing electricity supplies. In all cases the amounts collected
from a particular consumer should be given to the distribution licensee in whose area
the consumer is located. In case of two licensees supplying in the same area the
licensee from whom the consumer was availing supply shall be paid the amounts
collected.

8.5.4 The additional surcharge for obligation to supply as per section 42(4) of the
Act should become applicable only if it is conclusively demonstrated that the
obligation of a licensee, in terms of existing power purchase commitments, has been
and continues to be stranded, or there is an unavoidable obligation and incidence to
bear fixed costs consequent to such a contract. The fixed costs related to network
assets would be recovered through wheeling charges.

8.5.5 Wheeling charges should be determined on the basis of same principles as laid
down for intra-state transmission charges and in addition would include average
loss compensation of the relevant voltage level.

8.5.6 In case of outages of generator supplying to a consumer on open access,
standby arrangements should be provided by the licensee on the payment of tariff for
temporary connection to that consumer category as specified by the Appropriate
Commission.

9.0 Trading Margin

The Act provides that the Appropriate Commission may fix the trading
margin, if considered necessary. Though there is a need to promote trading in
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electricity for making the markets competitive, the Appropriate Commission should
monitor the trading transactions continuously and ensure that the electricity traders
do not indulge in profiteering in situation of power shortages. Fixing of trading
margin should be resorted to for achieving this objective.

Sd/-
(U.N. PANJIAR)
Additional Secretary to the Government of India
To
The Manager,
Government of India Press,
Mayapuri.
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MINISTRY OF POWER
RESOLUTION
New Dethi, the 28th Janvary, 2016
TARIFF POLICY
1.0 INTRODUCTION

In compliance with section 3 of the Electricity Act 2003, the Central Government notified the Tariff Policy on
6" January, 2006. Further amendments 1o the Tariff Policy were notified on 31" March, 2008, 20 Janvary,
2011 and 8® July, 2011. In exercise of powers conferred under section 3(3) of Electricity Act, 2003, the Central
Government hereby notifies the revised Tanff Policy to be effective from the date of publication of this
resolution in the Gazette of India.

Notwithstanding anything done or any action taken or purported to have been done or taken under the
provisions of the Tariff Policy notified on 6" Janvary, 2006 and amendments made thereunder, shall, in so far
as it is not inconsistent with this Policy, be deemed to have been done or taken under provisions of this revised
policy.

The National Electricity Policy has set the goal of adding new generation capacity and enhancing per capita
availability of electricity per year and to not only eliminate energy and peaking shortages but to also have a
spinning reserve as specified by the Central Electricity Authority. Development of the power sector has also to
meet the challenge of providing access for affordable electricity to all households in next five years.

It is therefore essential to attract adequate investments in the power sector by providing appropriate return on
investment as budgetary resources of the Central and State Governments are incapable of providing the requisite
funds. It is equally necessary to ensure availability of electricity to different categories of consumers at
reasonable rates for achieving the objectives of rapid economic development of the country and improvement in
the living standards of the people.

Balancing the requiremnent of attracting adequate investments to the sector and that of ensuring reasonability of
user charges for the consumers is the critical chatlenge for the regulatory process. Accelerated development of
the power sector and its ability to attract necessary investments calls for, inter alia, consistent regulatory
approach across the country. Consistency in approach becomes all the more necessary considering the large
number of States and the diversities involved.

LEGAL POSITION

Section 3 (1) of the Electricity Act, 2003 empowers the Central Government to formulate the tariff policy. Section
3(3) of the Act enables the Centrzl Government to review or revise the tariff policy from time to time.

Central Electricity Regulatory Commission (CERC) and State Electricity Regulatory Commissions (SERCs)
shall be guided by the tanff policy in discharging their functions including framing the regulations.

Regulatory Commissions shall be guided by the principles and methodologies specified by the Central
Commission for determination of tariff applicable to generating companies and transmission licensees,

The Forum of Regulators has been constituted by the Central Government under the provisions of the Act
which would, inter alia, facilitate consistency in approach specially in the area of distribution.

3.0 EVOLUTION OF THE POLICY
The tariff policy has been evelved in consultation with the Siate Governments, the Central Electricity Authority (CEA),

the Central Electricity Regulatory Commission and various stakeholders.
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4.0 OBJLECTIVES OF THE POLICY

The objectives of this tariff policy are to:
{a) Ensure availability of electricity to consumers at reasonable and competitive rates;
(b} Ensure financial viability of the sector and attract inveslmen.ls;

(c) Promote transparency, consistency and prediciability in regulatory approaches across jurisdictions and
minimise perceptions of regulatory risks;

(d) Promote competition, efficiency in operations and improvement in quality of supply;
(e} Promote generation of electricity from Renewable sources;

() Promote Hydroelectric Power generation including Pumped Storage Projects (PSP) to provide
adequate peaking reserves, reliable grid operation and integration of variable renewable energy
sources;

(g) Evolve a dynamic and robust electricity infrastructure for better consumer services;
(h)  Facilitate supply of adequate and uninterrupted power to all categories of consumers;

(i)  Ensure creation of adequate capacity including reserves in generation, transmission and distribution
in advance, for reliability of supply of electricity 10 consumers.

50 GENERAL APPROACH TO TARIFF

5.1 Introducing competition in different segments of the electricity industry is one of the key features of the
Electricity Act, 2003. Competition will lead to significant benefits to consumers through reduction in capital costs and
also efficiency of operations. It will also facilitate the price to be determined competitively. The Central Government has
already issued detailed guidelines for tariff based bidding process for procurement of electricity by distribution licensees.

52 All fuwre requirement of power should continue to be procured competitively by distribution licensees
except in cases of expansion of existing projects or where there is a company owned or controlled by the State
Government as an identified developer and where regulators will need to resort to tariff determination based on norms
provided that expansion of generating capacity by private developers for this purpose would be restricted 1o one time
addition of not more than 100% of the existing capacity.

Provided further that the Appropriate Commission, as defined in the Electricity Act, 2003, shall ensure that in case of
expansion of such projects, the benefit of sharing of infrastructure of existing project and efficiency of new
technology is passed on to consumers through tariff.

Provided also that the State Government can notify a policy to encourage investment in the State by allowing setting
up of generating plants, including from renewable energy sources out of which a maximum of 35% of the installed
capacity can be procured by the Distribution Licenseeas of that State for which the tariff may be determined under
Section 62 of the Electricity Act, 2003.

Provided that notwithstanding the provision contained in para 5.11(j) of the policy, the tariff for such 35% of the
installed capacity shall be determined by SERC.

However, the 15% of power outside long term PPAs allowed under para 5.7.1 of National Electricity Policy shall not
be included in 35% allowed to be procured by Distribution Licensees of the State.

5.3 The tariff of all new generation and transmission projects of company owned or controlled by the Central
Government shall continue to be determined on the basis of competitive bidding as per the Tariff Policy notified on
6" January, 2006 unless otherwise specified by the Central Government on case to case basis,

Further, intra-state transmission projects shall be developed by State Government through competitive bidding process
for projects costing above a threshold limit which shall be decided by the SERCs.

54 The Central Electricity Regulatory Commission in consuitation with Central Electricity Authority and other
stakeholders shall frame within six months, regulations for determination of tariff for generation of electricity from
projects using coal washery rejects. These regulations shall also be followed by State Electricity Regulatory
Commissions.

Provided that procurement of power from coal washery rejects based projects developed by Central/State
PSUs, Joint Venture between Government Company and Company other than Government Company in which
sharcholding of company other than Government Company either directly or through any of its subsidiary compzny or
associate company shall not be more than 26% of the paid up share capital, can be done under Section 62 of the Act,

55 The developer of a hydroelectric project, including Pumped Siorage Plant (PSP), would have the option of
getting the tariff determined by the Appropriate Commission for the power to be sold through long term Power Purchase
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Agreements (PPAs) on the basis of perfonmance based cost of service regulations if the following conditions are fulfilled:

(®) The Appropriate Commission is satisfied that the project site has been allotied 10 the developer by the
concerned State Government afier following a transparent iwo stage process. The first stage should be for
prequalification on the basis of criterda of financial strength, past experience of developing infrastructure
projects of similar size, past track record of developing projects on time and within estimated costs, turnover
and ability 1o meet performance guaraniee cic. In the second stage, bids are 1o be called on the basis of only one
single quantifiable parameter, such as, additional free power in excess of percentage of free power, as notified
by the Central Government, equity participation offered to the State Govemment, or any other parameter lo be
notified by the Central Government from time to time.

()] Concurrence of CEA (if required under Section 8 of the Act), financial closure, award of work and long term
Power Purchase Agreement {(PPA) (of the duration of 35 years or more) of the capacity specified in {(c) betow with
distribution licensees are completed by 15.08.2022.

) Long term PPA is firmed up for 60% or more of the total saleable design energy, balance being allowed for
merchant sale.

Provided that distribution licensees can extend the duration of long term PPA beyond 35 years for a further
period of 15 years at the existing terms and conditions subject to the approval of Appropriate Commission.

Provided further that nothing contained in this clause shall apply to Pumped Storage Plants (PSP).

@ The time period for commissioning of all the units of the project shall be fixed at four years from the daie of
approval of the commissioning schedule by the Appropriate Commission. However, the Appropriate
Commission may, after recording reasons in writing, fix longer time period for hydro electric projects (reservoir
as well as run-of- river projects) of more than 100 MW capacity. Agreed timelines 1o achieve the fixed
commissioning schedule alongwith penalty for delay shall be decided by the Appropriate Commission in
consutltation with the Central Electricity Authority. The Appropriate Commission shall allow pass throogh the
Interest During Construction (IDC) and Financing Cast (FC) only upto the period of delay not aitributable to
the developer, as approved by the CEA,

(e) Award of contracts for supply of equipment and construction of the project, either through a turnkey or through
well defined packages, are done on the basis of international competitive bidding.

5.6 Notwithstanding anything contained in Para 5.5 above, the developers of hydro cleciric projects of more than
100 MW design capacity for which sites have been awarded earlier by foliowing a transparent process and on the basis of
pre-determined set of enitena would have the option of getting the tariff determined by the Appropriate Commission for
the power 1o be sold through long term PPA on the basis of cost plus under Section 62 of the Act.

57 In case of projects covered under Para 5.5 and 5.6, the Appropriate Commission shall determine tariff ensuring
the following:

(i) Any expenditure incurred or committed to be incurred by the project developer for getting project site
aflotted (except free power as notified) would neither be included in the project cost, nor any such
expenditure shall be passed through in tadiff.

(iiy The project cost shall include the cost of the approved R&R plan of the Project which shall be in
conformity with the following:

(a) the National Rehabilitation & Resettlement Policy currently in force;

{b) the R&R package as enclosed at appendix.

{iii) Annual fixed charges shall be taken pro-rata to the saleable design energy tied up on the basis of long
term PPAs with respect to total saleable design energy. The total saleable design energy shall be arrived
at by deducting the following from the design energy at the bus bar:

a) Free power as notified by the Central Government from time to time for the host State and the
riparian State and percentage for contribution towards Local Arca Development Fund as
constituted by the State Government. This free power may be suvitably staggered as decided by
the State Government.

b) Energy corresponding to 100 units of electricity to be provided free of cost every month to every
Project Affected Family notified by the State Government to be offered through the concerned
distribution licensee in the designated rescttlement area/projects area for a period of ten years
from the date of commissioning.
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58 The Appropriate Commission shall provide for suitable regulatory framework for incentivizing the

developers of Hydro Electric Projects (HEPs) for using long-term financial instruments in order to reduce the tariff
burden in the initial years.

5.9 The real benefits of competition would be available only with the emergence of appropnate market conditions.
Shortages of power supply will need to be avercome. Multiple players will enhance the quality of service through
competition. All efforts will need to be made 10 bring power industry to this situation as early as possible in the overal!
interests of consumers. Transmission and distribution, i.e. the wires business is internationally recognized as having
the characteristics of a natural monopoly where there are inherent difficulties in going beyond regulaied returns on the
basis of scrutiny of costs.

5.10  Consumer interest is best served in ensuring viability and sustainability of the entire value chain viz.,
gencration, transmission and distribution of clectricity, while at the same time facilitating power supply at reasanabls
mate 10 consumers. The financial turnarcund/restructuring plans are approved by the Appropriate Government from
time to time to achieve this objective. The Appropriate Government as well as the Appropriate Commission while
implementing such plans shall enstre viability of the generation, transmission and distribution in terms of recovery of
alt prudent costs.

5.11Tariff policy lays down the following framework for performance based cost of service regulation in respect of
aspects common to generation, transmission as well as distribution. These shall not apply to competitively bid projects
as referred to in parn 6.1 and para 7.1 (6). Sector specific aspects are dealt with in subsequent sections,

a) Return on Investment

Balance needs to be maintained between the interests of consumers and the need for investments while laying down
rate of return. Return should attract investments at par with, if not in preference to, other sectors so that the electricity
sector is able to create adequate capacity. The rate of return should be such that it allows generation of reasonable
surplus for growth of the sector.

The Central Commission would notify, from time to 1ime, the rate of return on equity for generation and transmission
projects keeping in view the assessment of overait risk and the prevalent cost of capital which shall be followed by the
SERC:s also. The rate of return notified by CERC for transmission may be adopted by the SERCs for distribution with
appropriale modification tzking into view the risks involved. For uniform approach in this matter, it would be desirable to
arrive at a consensus through the Forum of Regulators.

While allowing the total capital cost of the project, the Appropriate Commission would ensure that these are
reasonable and to achieve this abjective, requisite benchmarks on capital costs should be evelved by the Regulatory
Commissions. The Central Commission may adopt either Return on Equity or Return on Capital approach whichever is
considered better in the interest of the consumers.

The State Commission may consider 'distribution and supply margin' as basis for allowing returns in distribution
business at an appropriate time. The State Commission may also consider price cap regulation based on
comprehensive study. The Forum of Regulators should evolve a comprehensive approach in this regard. The
considerations while preparing such an approach would, inter-alia, inciude issues such as reduction in Agpregaic
Technical and Commercial losses, improving the standards of performance and reduction in cost of supply.

b) Equity Norms

For financing of future capital cost of projects, a Debt: Equity ratio of 70:30 should be adopted. Promoters would be
free 10 have higher quantum of equity investments. The equity in excess of this norm should be treated as loans
advanced at the weighted average rate of interest and for a weighted average tenor of the long term debt component of
the project afier ascertaining the reasonableness of the interest rates and taking into account the effect of debt
restructuring done, if any. In case of equity below the normative level, the actual equity would be used for
determination of Return on Equity in 1ari{f computations.

c) Depreciation

The Central Commission may notify the rates of depreciation in respect of generation and transmission assets. The
depreciation rates so notified would also be applicable for distribution assets with appropriate modification as may be
evolved by the Forum of Regulators. -

Provided that the Appropriate Commission shall specify, for the purpose of tariff determination, a upper ceiling of the
ratc of depreciation 1o be applicable during the useful life of the project and the developer shall have the option of
indicating, while secking approval for tariff, lower rate of depreciation subject to the aforesaid ceiling,

The rates of depreciation so notified would be applicable for the purpose of tariffs as well as accounting.
There should be no need for any advance against depreciation.

Benefit of reduced wariff afier the assets have been fully depreciated should remain available to the consumers.
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Notwithstanding the above, power from those plants of a generating company, where cither whase PPAs have expired
or plants have completed their useful life, may be bundled with power from renewable generating plants to be sel up
through the process of bidding or for which the equipment for setting up such plant is procured through competitive
bidding. In such cases, power from such plants can be reallocated to beneficiaries purchasing power from renewable
energy generating plants on the principles to be decided by Appropriate Government. The Obligated Entities which
finally buy such power shall account towards their renewable purchase obligation to the extent of power bought from
renewable energy generating plants,

The scheduling and despatch of such conventional and renewable generating plants shall be done separately.

d) Cost of Debt

Structuring of debt, including its tenure, with a view to reducing the tariff should be encouraged. Savings in costs on
account of subsequent restructuring of debt should be suitably incentivised by the Regulatory Commissions keeping in
view the interests of the consumers.

¢} Cost of Management of Foreign Exchange Risk

Foreign exchange variation risk shall not be a pass through. However, appropriate costs of hedging and swapping to take
care of foreign exchange variations should be allowed for debt obtained in foreign currencies. This provision would be
relevant only for the projects where tariff has not been determined on the basis of competitive bids.

[} Operating Norms

Suitable performance norms of operations together with incentives and disincentives would need to be evolved along
with appropriate arrangement for sharing the gains of efficient operations with the consumers. Except for the cases
referred to in para 5.11(h)(2), the operating parameters in tariffs should be at “normative levels” only and not at *lower of
normative and actuals™, This is essential to encourage better operating performance. The norms should be efficient,
relatable 1o past performance, capable of achicvement and progressively reflecting increased efficiencies and may also
1ake into consideration the latest technological advancements, fuel, vintage of equipments, nature of operations, level
of service (o be provided to consumers etc. Continued and proven inefficiency must be controlled and penalized.

The Central Commission would, in consultation with the Central Electricity Auvthority, notify operating norms from
time to time for generation and transmission. The SERC would adopt these norms. In cases where operations have
been much below the norms for many previous years, the SERCs may fix relaxed norms suitably and draw a transition
path over the time for achieving the norms notified by the Central Commission, or phase them out in accordance with
the norms specified by the Authority in this regard.

Operating norms for distribution networks would be notified by the concerned SERCs. For uniformity, the Forum of
Regulators should evolve model guidelines taking into consideration the state specific distinctive features.

g) Renovation and Modernization

Renovation and modernization of generation planis (including repowering of wind generating planis) need to be
encouraged for higher efficiency levels even though they may have not completed their useful life. This shall not
include periodic overhauls. A Multi-Year Tariff (MYT) framework may be prescribed which should also cover capital
investments necessary for renovation and modernization and an incentive framework to share the benefits of
efficiency improvement between the utilities and the beneficiaries with reference to revised and specific performance
norms to be fixed by the Appropriate Commission. Appropriate capital costs required for predetermined efficiency
gains and/or for sustenance of high level performance would need to be assessed by the Appropriate Commission.

h) Multi Year Tarill

I} Section 6} of the Act states that the Appropriate Commission for determining the terms and conditions for
the determination of tariff shall be goided, inter-alia, by Multi-Year Tariff (MYT) principles. The framework
should feature a five-year control period. The initial contrel period may, however, be of 3 year duration for
transmission and distribution if deemed necessary by the Regulatory Commission on account of data
uncertainties and other practical considerations. In cases of lack of reliable data, the Appropriate
Commission may state assumptions in MYT for first control period and a fresh controf period may be started
as and when morte reliable data becomes available.

2} In cases where operations have been much below the norms for many previous years, the initial starting
point in determining the revenue requirement and the improvement trajectories should be recognized at
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“relaxed” levels and not the “desired” levels. Suitable benchmarking studies may be conducted to establish
the “desired” performance standards. Separate studies may be required for each utility to assess the capital
expenditure necessary to meet the minimum service standards.

3) Once the revenue requirements are established at the begianing of the control period, the Regulatory
Commission should focus on regulation of outputs and not the input cost elements. At the end of the control
period, a comprehensive review of performance may be undertaken.

4)  Uncontrollable costs should be recovered speedily to ensure that future consumers are not burdened with
past costs. Uncontrollable costs would include (but not limited to) fuel costs, costs on account of inflation,
taxes and cess, variations in power purchase unit costs including on account of adverse natural events.

5) Clear guidelines and rcgulations on information disclosure may be developed by the Regulatory
Commissions. Section 62 (2) of the Act empowers the Appropriate Commission to require liccnsees to furnish
separate details, as may be specified in respect of generation, transmission and distribution for determination
of tariff.

(i} Benefits under Clean Development Mechanism (CDM)

Tariff fixation for all electricity projects (generation, transmission and distribution) that result in lower Green House Gas
(GHG) emissions than the relevant base line should take into account the benefits obtained from the Clean Development
Mechanism (CDM) into consideration, in a manner so as 1o provide adequate incentive to the project developers.

(§)] Composite Scheme

Sub-section (b) of Section 79(1) of the Act provides that Central Commission shall regulate the tariff of generating
company, if such gencrating company enters into or otherwise have a composite scheme for generation and sale of
electricity in more than one Stare.

Explanation: The composite scheme as specified under section 79(1) of the Act shall mean a scheme by a generating
company for generation and sale of electricity in more than one State, having signed long-term or medium-term PPA
prior to the date of commercial operation of the project (the COD of the last unit of the project will be deemed 10 be
the date of commercial operation of the project) for sale of atleast 10% of the capacity of the project to a distribution
licensee outside the State in which such project is located.

5.12 While it is recognized that the State Governments have the right to impose duties, taxes, cess on sale or
consumption of electricity, these could potentially distort competition and optimal use of resources especialiy if such
levies are used selectively and on 2 non-uniform basis.

In some cases, the duties etc. on consumption of electricity is linked to sources of generation (like captive generation)
and the level of duties levied is much higher as compared to that being levied on the same category of consumers who
draw power from grid. Such a distinction is invidious and inappropriate. The sole purpose of freely allowing captive
generation is to enable industries to access reliable, quality and cost effective power. Particularly, the provisions
relating to captive power plants which can be set up by group of consumers has been brought in recognition of the fact
that efficient expansion of small and medium industries across the country will lead to faster economic growth and cre-
ation of larger employment opportunities.

For realizing the goal of making available electricity to consumers at reasonable and competitive prices, it is necessary
that such duties are kept at reasonable level.

5.13 The Act provides for introduction of open access for consumers of one megawatt and sbove in a time bound
manner. The Regulatory Commissions shall introduce open access for different categories of consumers as per the
provisions of the Act.

6.0 GENERATION

Accelerated growth of the generation capacity sector is essential to meet the estimated growth in dermand, Adequacy of
generation is also essential for efficient functioning of power markets. At the same time, it is to be ensured that new
capacity addition should deliver electricity at most efficient rates to protect the interests of consumers. This policy
stipulates the following for meeting these objectives.

6.1 Procurement of power

As stipulated in para 5.1, power procurement for future requirements should be through a transparent competitive bidding
mechanism uvsing the guidelines issued by the Central Government from time to time. These guidelines provide for
procurement of electricity separately for base load requirements and for peak load requirements. This would facilitate
selting up of generation capacities specifically for meeting such requirements.

However, some of the competitively bid projects as per the guidelines dated 19" January, 2005 have experienced
difficulties in getting the required quantity of coal from Coal India Limited (CIL}). In case of reduced quantity of



256

[ 1-Es 1] MG W TSYA 2 THYRY 29

domestic coal supplied by CIL, vis-h-vis the assured quantity or quantity indicated in Letter of Assurance/FSA the
cost of imported/market based e-auction coal procured for making up the shortfall, shali be considered for being made
a pass through by Appropriate Commission on a case 1o case basis, as per advisory issued by Ministry of Power vide
OM No. FU-12/2011-1PC [Vol-11I) dated 31.7.2013.

6.2 Tariff structuring and associated issues

(1) A two-part tariff structure should be sdopted for all long-term and medium-term contracts to facilitate Merit
Order dispatch. According to National Eleciricity Policy, the Availability Based Tariff (ABT) is also to be
introduced at State level. This framework would be extended to generating stations (including grid connected
captive plants of capacities as determined by the SERC). The Appropriate Commission shall introduce differential
rates of fixed charges for peak and off peak hours for betier management of load within a period of two years.

Power stations are required to be available and ready to dispaich at all times. Notwithstanding any provision
contained in the Power Purchase Agreement (PPA), in order to ensure better utilization of un-requisitioned
generating capacity of generating stations, based on regulated tariff under Section 62 of the Electricity Act 2003,
the procurer shall communicate, at least iwenty four hours before 00,00 hours of the day when the power and
quantom thereof is not requisitioned by it enabling the generating stations to sell the same in the market in
consonance with laid down policy of Central Government in this regard. The developer and the procurers
signing the PPA would share the gains realized from sale, if any, of such un-requisitioned power in market in
the ratio of 50:50, if not already provided in the PPA. Such gain will be calculated as the difference between
selling price of such power and fuel charge. It should, however, be ensured that such merchant sale does not
result in adverse impact on the original beneficiary(ies) including in the form of higher average energy charge
vis-A-vis the energy charge payable without the merchant sale. For the projects under section 63 of the Act, the
methodology for such sale may be decided by the Appropriate Commission on mutually agreed terms between
procursr and generator or unless already specified in the PPA.

(2) Power Purchase Agreement should ensure adequate and bankable payment security amangements to the
Generating companies. In case of persisting default on payment of agreed tariff as per PPA in spite of the
available payment security mechanisms like letter of credit, escrow of cash flows etc. the generating companies
may sell such power to other buyers.

(3) In case of coal based generating stations, the cost of project will also inciude reasonable cost of setting up coal
washeries, coal beneficiation system and dry ash handling & disposal system.

(4) After the award of bids, if there is any change in domestic duties, levies, cess and taxes imposed by Central
Government, State Governments/Union Territories or by any Government instrumentality leading to
cormresponding changes in the cost, the same may be treated as “Change in Law” and may unless provided
otherwise in the PPA, be allowed as pass through subject to approval of Appropriate Commission.

{5) The thermal power plant(s) including the existing plants located within 50 km radius of sewage treatment plant
of Municipality/local bodies/similar organization shall in the order of their closeness to the sewage treatment
plant, mandatorily use treated sewage water produced by these bodies and the associated cost on this account be
allowed as a pass through in the tariff. Such thermal plants may also ensure back-up source of water 10 meet
their requirement in the event of shortage of supply by the sewage treatment plant. The associated cost on this
account shall be factored into the fixed cost so as not to disturb the merit order of such thermal plant. The
shutdown of the sewage treatment plant will be taken in consuhation with the developer of the power plant.

6.3 Harnessing captive peneration

Captive generation is an important means to making competitive power available. Appropriate Commission should
create an enabling environment that encourages captive power plants to te connected to the grid.

Such captive plants could supply surplus power through grid subject 1o the same regulation as applicable 1o generating
companies. Firm supplies may be bought from captive plants by distribution licensees using the guidelines issued by
the Central Government under section 63 of the Act taking into account second proviso of para 5.2 of this Policy.

The prices should be differentiated for peak and off-peak supply and the tariff should include variable cost of
generalion at actual Jevels and reasonable compensation for capacity charges.

Wheeling charges and other terms and conditions for implementation should be determined in advance by the
respective Staic Commission, duly ensuring that the charges are reasonable and fair.

Grid connected captive plants could also supply power to non-captive users connected to the grid through available
transmission facilities based on negotiated tarffs. Such sale of electricity would be subject to relevant regulations for
open access including compliance of relevant provisions of rule 3 of the Electricity Rules, 2003.

6.4 Renewable sources of energy generation including Co-generation from renewable enerpgy sources:

&
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(1) Pursuant to provisions of section 86(1)e} of the Act, the Appropriate Commission shall fix & minimum
percentage of the total consumption of electricity in the area of a distribution licensee for purchase of energy
from renewable energy sources, taking into account availability of such resources and its impact on retail tariffs,
Cost of purchase of renewable energy shall be taken inte account while determining tariff by SERCs. Long term
growth trajectory of Renewable Purchase Obligations (RPOs) will be prescribed by the Ministry of Power in
consultation with MNRE.

Provided that cogeneration from sources other than renewable sources shall not be excluded from the applicability of
RPOs.

(i) Within the percentage so made applicable, to start with, the SERCs shall also reserve a minimum
percentage for purchase of solar energy from the date of notification of this policy which shall be such that
it reaches 8% of total consumption of energy, excluding Hydro Power, by March 2022 or as notified by
the Central Government from time to time

(1) Distribution Licensee(s) shali compulsorily procure 100% power produced from all the Wasie-to-Energy
plants in the State, in the ratio of their procurement of power from all sources including their own, at the
tariff determined by the Appropriate Commission under Section 62 of the Act.

(i) It is desirable that purchase of energy from renewable sources of energy takes place more or less in the
same propostion in different States. To achieve this objective in the current scenario of large availability of
such resources only in certain parts of the country, an appropriate mechanism such as Renewable Energy
Certificate (REC} would need to be promoted. Through such a mechanism, the renewable energy based
generation companies can sell the electricity to local distribution licensee at the rates for conventional
power and can recover the balance cost by selling centificates to other distribution companies and obligated
entitics enabling the latter to meet their renewable power purchase abligations. The REC mechanism should
also have a solar specific REC.

(iv) Appropriate Commission may also provide for a suitable regulatory framework for encouraging such
other emerging renewable energy technologies by prescribing separate technology based REC muttiplier
(i.c. granting higher or lower number of RECs to such emerging technologies for the same level of
generation). Similarly, considering the change in prices of renewable energy technologies with passage of
time, the Appropriate Commission may prescribe vintage based REC multiplier (i.e. granting higher or
lower number of RECs for the same level of generation based on year of commissioning of plant).

(2) States shall endeavor to procure power from rencwable energy sources through competitive bidding to keep the
tariff low, except from the waste to energy plants. Procurement of power by Distribution Licensee from
renewable energy sources from projects above the notified capacity, shall be done through competitive bidding
process, from the date to be notified by the Central Government.

However, till such notification, any such procurement of power from renewable energy sources projects, may be
done under Section 62 of the Electricity Act, 2003. While determining the tariff from such sources, the
Appropriate Commission shall take into account the solar radiation and wind intensity which may differ from
area to area to ensure that the benefits are passed on to the consumers.

(3) The Central Commission should lay down guidelines for pricing intermittent power, especizlly from renewable
energy sources, where such procurement is not through competitive bidding. The tariff stipulated by CERC shall
act as a ceiling for that category.

(4) In order to incentivize the Distribution Companies to procure power from renewable sources of energy, the
Central Government may notify, from time to time, an appropriate bid-based tariff framework for renewable
energy, allowing the tariff 1o be increased progressively in a back-loaded or any other manner in the public
interest during the period of PPA, aver the life cycle of such a generating plant. Correspondingly, the procurer of
such bid-based renewable energy shall comply with the obligations for payment of tariff so determined,

(5) In order to promote renewable energy sources, any generating company proposing to establish a coal/lignite
based thermal generating station after a specified date shall be required to establish such renewable energy
generating capacity or procure and supply renewable encrgy equivalent to such capacity, as may be prescribed
by the Central Government from time to time after due consultation with stakcholders. The renewable energy
produced by each generator may be bundled with its thermal generation for the purpose of sale. In case an
obligated entity procures this renewable power, then the SERCs will consider the obligated entity 1o have met
the Renewable Purchase Obligation (RPO) to the extent of power bought from such renewable energy generating
stations

Pravided further that in case any existing coal and lignite based thermal power generating station, with the
concurrence of power procurers under the existing Power Purchase Agreements, chooses to set up additional
rencwable energy generating capacity, the power from such plant shall be allowed 10 be bundled and tariff of
such renewable energy shall be allowed to be pass through by the Appropriate Commission. The Obligated
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Entitics who finally buy such power shall account towards their renewable purchase obligations.

Provided also that scheduling and despatch of such conventional and renewable generating plants shall be done
separately.

(6) In order to further encourage renewable sources of energy, no inter-State transmission charges and losses may be
levied till such period as may be notified by the Central Government on transmission of the electricity generated
from solar and wind sources of encrgy through the inter-state transmission system for sale.

(7) Appropriate Commission may provide regulatory framework to facilitate generation and sale of electricity from
renewable energy sources particularly from roof-top solar system by any entity including local authority,
Panchayat Institution, user institution, cooperative society, Non-Governmental Organization, franchisee or by
Renewable Energy Service Company. The Appropriate Government may also provide complementary policy
support for this purpose.

Explanation: “Renewable Energy Service Company” means zn energy service company which provides renewable
energy to the consumers in the form of electricity.

7.0 TRANSMISSION

The transmission system in the country consists of the regional networks, the inter-regionzl connections that carry
electricity across the five regions and the State networks. Development of the State networks has not been uniform and
capacity in such networks needs to be augmented. These networks will play an important role in intra-State power
flows and also in the regional and national flows. The tariff policy, in so far as transmission is concerned, seeks 10
achicve the following objectives:

. Ensuring optimal development of the transmission network ahead of generation with adequate margin for
reliability and to promote efficient utilization of generation and transmission assets in the country;

2. Auracting the required investments in the transmission sector and providing adequate returns.
7.1 Transmission pricing

(1; A suitable wransmission tariff framework for all inter-State wansmission, including transmission of electricity
across the territory of an intervening State as well as conveyance within the State which is incidental to such inter-
state transmission, has been implemented with the objective of promoting effective utilization of all assets across the
country and accelerated development of new transmission capacities that are required.

(2) The National Electricity Policy mandates that the national tariff framework implemented should be sensitive
to distance, direction and refated to quantum of power flow. This has been developed by CERC taking into
consideration the advice of the CEA. Sharing of transmission charges shall be done in accordance with such taciff
mechanism as amended from time (o time.

3 Transmission charges, under this framework, can be determined on MW per circuit kilometer basis, zonal
postage stamp basis, or some other pragmatic varian, the ultimate objective being to get the transmission system users
to share the total transmission cost in proportion to their respective utilization of the transmission system. The
‘utilization” factor should duly capture the advantage of reliability reaped by all. The spread bstween minimum and
maximum transmission rates should be such as not to inhibit planned development/augmentation of the transmission
system but should discourage non-optimal transmission investment.

“4) In view of the approach laid down by the NEP, prior agreement with the beneficiaries would not be a pre-
condition for network expansion. CTU/STU should undertake network expansion after identifying the requirements in
consonance with the National Electricity Plan and in consultation with stakeholders and taking up the execution after
due regulatory appravals. For smooth operation of the grid, efforts should be made to develop transmission system
ahead of generation.

(5) The Central Commission has specified norms for capital and eperating costs and laid down Standards of
Performance for inter-State transmission licensees. Tariff determination and adherence to Standards of Performance
shall be carried out in accordance with these norms, as amended from time to time.

(6) Investment by transmission developer including CTU/STUs would be invited through competitive bids in
accordance with the guidelines issued by the Central Government from time to time.

7 While all future inter-state transmission projects shall, ordinarily, be developed through competitive
bidding process, the Central Government may give exemption from competitive bidding for (a) specific category of
projects of strategic importance, technical upgradation ete. or (b) works required to be done to cater to an urgent
situation on a case to case basis.

(8) CERC has specificd Regulation on framework for the inter-State transmission. A similar approach should be
implemented by SERCs for the intra-State transmission, duly considering factors like voltage, distance, direction and
quanturn of flow,
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% Metering compatible with"the requirements of the proposed transmission tariff framework should be
established on priority basis. The metering should be compatible with ABT requirements, which would also facilitate
implementation of Time of Day (ToD) tariffs.

7.2 Transmission Joss allocation

(1) Transuctions are being charged on the basis of average losses arrived at after appropriately considering the
distance and directional sensitivity, as applicable to relevant voltage level, on the transmission system. Based on
the methodology laid down by the CERC in this regard for inter-siate transmission, the SERCs may evolve a
similar framework for intra-state transmission,

The loss framework should ensure that the loss compensation is reasonable and linked to applicable technical loss
benchmarks. The benchmarks may be determined by the Appropriate Commission zfier considering advice of CEA.

(2) It would be desirable to move 1o a system of loss compensation based on incremental losses as present
deficiencies in transmission capacities are overcome through network expansion. The Appropriate Commission
may require necessary studies to be conducted to establish the allowable level of system loss for the network
configuration and the capita! expenditure required to augment the transmission system and reduce system losses.
Since additional flows above a level of line loading lead to significantly higher losses, CTU/STU should ensure
upgrading of transmission systems to avoid the situations of overloading. The Approptiate Commission should
permit adequate capital investments in new assets for upgrading the transmission system.

7.3 Other issues in transmission

(1) Financial incentives and disincentives should be implemented for the CTU and the STU around the Key
Performance Indicators (KPI) for these organisations. Such KPIs would include efficient network construction,
system availability and loss reduction.

(2)  All available information should be shared with intending users by the CTU/STU and the load dispatch centers,
particularly information on available transmission capacity and load flow studies.

(3) In extraordinary circumstances including threat to security to the State, public order or natural calamity, if the
Central Government allocates power out of the unatlocated sharc of the Central Generating Stations or
otherwise, such allocation of power will have priority ever short-term, medium-lerm and long-term aceess in
this order.

7.4 Ancillary Services

(1) The Central Commission may introduce the norms and framework for ancillary services, including the method of
sharing the charges, necessary to support the power system or grid operation for maintaining power quality,
reliability and security of the grid.

(2} The Central Commission shall also consult the Central Electricity Authority, SERCS/JERCs, CTUs/STUs and
NLDC/RLDC/SLDCs while specifying the norms for ancillary services,

(3) The State Commission shall also adopt the norms and framework for ancillary services as specified by the
Central Commission.

8.0 DISTRIBUTION

Supply of reliable and quality power of specified standards in an efficient manner and at reasonable rates is one
of the main objectives of the National Electricity Policy. The State Commission should determine and notify the
standards of performance of licensees with respect to quality, continuity and reliability of service for all consumers.
It is desirable that the Forum of Regulators determines the basic framework on service standards. A suitable
transition framework could be provided for the licensees to reach the desired levels of service as quickly as
possible. Penalties may be imposed on licensees in accordance with section 57 of the Act for failure to meet the
standards.

Making the distribution segment of the industry efficient and solvent is the key to success of power sector
reforms and provision of services of specified standards. Therefore, the Regulatory Commissions need to strike
the right balance between the requirerments of the commercial viability of distribution licensees and consumer
interests. Loss making utilities need to be wransformed into profitable ventures which can raise necessary
resources from the capital markets to provide services of intemational standards to enable India to achieve its full
growth potential. Efficiency in operations should be encouraged. Gains of efficient operations with reference to
normative parameters should be appropriately shared between consumers and licensees.

Appropriate Commission should mandate Distribution Licensee to undertake load forecasting every year and to
publish and submit to the Commission their short, medium and long-term power procurement plans to meet the
load.

The State Regulatory Commission will devise a specific trajectory so that 24 hours supply of adequate and
uninterrupted power can be ensured to all categories of consumers by 2021-22 or earlier depending upon the
prevailing situation in the State.
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Micro-grids supplying renewable energy are being set up in such areas where the grid has not reached or where
adequate power is not available in the grid. Investment involved in setting up of such microgrids i5 substantial.
One of the risks of investment is grid reaching the area before the completion of the project life and thereby
making power from micro grids costly and unviable. In order to mitigate such risk and incentivize investment in
microgrids, there is a need to put in place an appropriate regulatory framework to mandate compulsory purchase
of power into the grid from such micro grids at a tariff 10 be determined under section 62 of the Act considering
depreciated cost of investments and keeping in view industry benchmark and with a cap if necessary, as
approved by the Appropriate Commission. The Appropriate Commission shall notify necessary regulations in
this regard within six months,

8.1 Implementation of Multi-Year Tariflf (MYT) [camework

1)  MYT framework would minimise risks for utilities and consumers, promote efficiency and appropriate reduction
of system losses and attract investments. It would also bring greater prediciability to consumer tariffs on the
whole by restricting tariff adjustments to known  indicators of power purchase prices and inflation indices. The
framework should be applied for both public and private utilities.

2) The State Commissions should introduce mechanisms for sharing of excess profits and losses with the
consumers as part of the overall MYT framework. In the first cantrol period the incentives for the utilities may be
asymmetric with the percentage of the excess profits being retained by the utility set at higher levels than the
percentage of lasses to be bome by the utility. This is necessary to accelerate performance improvement and reduc-
tion in Josses and will be in the long term interest of consumers by way of lower tariffs,

3)  Asindicated in para 5.11(h), the MYT framework implemented in the initial control period should have adequate
flexibility to accommodate changes in the baselines consequent to melering being completed.

4) Licensees may have the flexibility of charging lower tariffs than approved by the State Commission if
competitive conditions require so without having a claim on additional revenue requirement on this account in
accordance with Section 62 of the Act,

5) At the beginning of the control period when the “actual” costs form the basis for future projections, there may be
a farge uncovered gap between required tariffs and the tariffs that are presently applicable. This gap should be
fully met through tariff charges and through altemative means that could inter-afia include financial restructuring
and transition financing.

6) Incumbent licensees should have the option of filing for separate revenue requirements and tariffs for an area
where the State Commission has issued multiple Jistribution licenses, pursuant to the provisions of Section 14 of
the Act read with para 5.4.7 of the National Electricity Policy.

7)  Appropriate Commissions should initiate tariff determination and regulatory scrutiny ona suo moto basis in
case the licensee does not initiate filings in time. It is desirable that requisite tariff changes come into effect from
the date of commencement of each financial year and any gap on account of delay in fiting should be on account
of licensee.

8.2 Framework for revenue requirements and costs
8.2.1 The following aspects would need to be considered in determining tariffs:

(1) Al power purchase costs need to be considered legitimate unless it is established that the merit order
principle has been violated or power has been purchased at unreasonable rates. The reduction of Aggregate
Technical & Commercial (AT&C) losses needs to be brought about but not by denying revenues required
for power purchase for 24 hours supply and necessary and reasonable O&M and investment for system up-
gradation. Consumers, particularly those who are ready (o pay a tariff which reflects efficient costs have the
right to get uninterrupted 24 hours supply of quality power. Actual level of retail sales should be grossed up by
normative level of T&D losses as indicated in MYT trajectory for allowing power purchase cost subject to
justifiable power purchase mix variation (for example, more energy may be purchased from thermal
gencration in the event of peor rainfall) and fuel surcharge adjustment as per regulations of the SERC.

(2) AT&C loss reduction should be incentivised by linking returns in a MYT framework to an achievable
trajectory. Greater transparency and nurturing of consumer groups would be efficacious. For government
owned utilities improving governance to achieve AT&C loss reduction is & more difficult and complex
challenge for the SERCs. Prescription of 2 MYT dispensation with different levels of consumer tariffs in
succeeding years linked to different AT&C loss levels aimed at covering full eosts could generate the
requisite political will for effective action to reduce theft as the altermative would be stiffer tariff increases.
Third party verification of energy audit results for different areasflocalities could be used to impose
area/locality specific surcharge for greater AT&C loss levels and this in turn could generate local consensus
for effective action for better governance. The SERCs may also encourage suitable local area based
incentive and disincentive scheme for the staff of the wtilities linked to reduction in losses,

The SERC shall undertake independent assessment of baseline data for various parameters for every distribution
circle of the licensee,
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The SERC shall also institute a system of independent scrutiny of financial and technical data submilted by
the licensees.

As the metering is completed up to appropriate level in the distnbution network, it should be possible to
segregate technical losses. Accordingly technical loss reduction under MYT framework should then be
rreated as distinct from commercial loss reduction which requires a different approach.

(3)  Section 65 of the Act provides that no direction of the State Government regarding grant of subsidy to
consumers in the tariff determined by the State Commission shall be operative if the payment on account of
subsidy as decided by the State Commission is not made to the utilities and the tariff fixed by the State
Commission shall be applicable from the date of issue of orders by the Commission in this regard. The
State Commissions should ensure compliance of this provision of law 1o ensure financial viability of the
utilities. To ensure implementation of the provision of the law, the State Commission should determine the
tariff initially, without considering the subsidy commitment by the State Government and subsidised tariff
shall be amived at thereafter considering the subsidy by the State Government for the respective categoties of
CONSUMETs.

(4)  Working capital should be allowed duly recognising the transition issues faced by the utilities such as
progressive improvement in recovery of bills. Bad debts should be recognised as per policies developed and
subject io the approval of the State Commission,

(5)  Pass through of past losses or profits should be allowed to the extent caused by uncontroliable factors.
During the transition period controllable factors should be to the account of utilities and consumers in
proportions determined under the MYT framework.

(6)  The contingency reserves should be drawn upon with prior approval of the State Commission only in the
event of contingency conditions specified through regulations by the State Commission. The existing
practice of providing for development reserves and wriff and dividend control reserves should be
discontinued.

)] Section 61 of the Act mandates that the Appropriate Commission, while determining tariff, shail not oniy
ensure safeguarding of consumer’s interests but also the recovery of the cost of electricity in a reasonable manner.
Section 62 of the Act further provides for periodic 1ariff adjustment during a year to take care of the variation in fuel
price, as may be specified.

Therefore, the Appropriate Commission shall specify an appropriate price adjustment formula for recovery of the
costs, arising on account of the variation in the price of fuel, power purchase etc. on monthly/quarietly basis for
recovery of all prudent costs of the generating company and the licensee.

8.2.2  The facility of a regulatory asset has been adopted by some Regulatory Commissions in the past to limit tariff
impact in a particular year. This should be done only as a very rare exception in case of natural calamity or force
majeure conditions and subject to the following:

a. Under business as usual conditions, no creation of Regulatory Assets shail be allowed;

b. Recovery of outstanding Regulatory Assets along with carrying cost of Regulatory Assets should be
time bound and within a pericd not exceeding seven years. The State Commission may specify the
trajectory for the same.

8.3 Tariff design: Linkage of tarifls to cost of service

It has been widely recognised that rational and economic pricing of electricity can be one of the major tools for energy
conservation and sustainable use of ground water resources.

In terms of the Section 61(g) of the Act, the Appropriate Commission shall be guided by the objective that the taniff
progressively reflects the efficient and prudent cost of supply of electricity.

The State Governments can give subsidy to the extent they consider appropriate as per the provisions of section 65 of
the Act. Direct subsidy is a better way to support the poorer categories of consumers than the mechanism of cross-
subsidizing the tariff across the board. Subsidies should be targeted effectively and in transparent manper, As a
substitute of cross subsidies, the State Government has the option of raising resources through mechanism of electricity
duty and giving direct subsidies to only needy consumers. This is a better way of targeting subsidies effectively.

Accordingly, the following principles would be adopted:

1. Consumers below poverty line who consume below a specified level, as prescribed in the National
Electricity Policy may receive a specinl support through cross subsidy. Tariffs for such designated group of
consumers will be at least 50% of the average cost of supply.

2. For achieving the objective that the tariff progressively reflects the cost of supply of electricity, the
Appropriate Commission would notify a roadmap such that tariffs are brought within 220% of the average
cost of supply. The road map would also have intermediate milestones, based on the approach of a gradual
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8.4

reduction in cross subsidy.

3. While fixing tariff for agricultural use, the imperatives of the need of using ground water resources in a
sustainable manner would also need to be kept in mind in addition 1o the average cost of supply. Tariff for
agricultural use may be set at different levels for different parts of a stale depending on the condition of
the ground water table to prevent excessive depletion of ground water. Section 62 (3) of the Act provides
that geographical position of any area could be one of the criteria for tariff differentiation. A higher level of
subsidy could be considered to support poorer farmers of the region where adverse ground water table
condition requires larger quantity of electricity for irrigation purposes subject to suitable restrictions to
ensure maintenance of ground water levels and sustainable ground water usage.

4.  Extent of subsidy for different categories of consumers can be decided by the State Government keeping in
view varions relevant aspects. But provision of free electricity is not desirable as it encourages wasteful
consumption of electricity. Besides in most cases, lowering of water table in turn creating avoidable problem
of water shortage for irrigation and drinking water for later penerations. It is also likely to lead to rapid
rise in demand of electricity putting severe strain on the distribution network thus adversely affecting the
quality of supply of power. Therefore, it is necessary that reasonable level of user charges is levied. The
subsidized rates of electricity should be permitted only up to a pre-identified level of consumption beyond
which tariffs reflecting efficient cost of service should be charged from consumers. If the State
Government wanis to reimburse even pant of this cost of electricity to poor category of consumers the
amount can be paid in cash or any other suitable way. Use of prepaid meters can also facilitate this transfer
of subsidy to such consumers.

5. Metering of supply to agricultural/rural consumers can be achieved in a consumer friendly way and in
effective manner by management of local distribution in rural arcas through commercial arrangement with
franchisees with invelvement of panchayat institutions, user associations, cooperative societies etc. Use of
sinart meters may be encouraged as a cost effective option for metering in cases of “limited use consumers”
who are eligible for subsidized electricity.

Definition of tarifT components and their applicability

1.  Two-parnt tanffs featuring scparate fixed and variable charges and time differentiated tariff shall be
introduced on priority for large consumers (say, consumers with demand exceeding 1 MW) within one year
and subsequently for all consumers within a period of five years or such period as may be specified. This
would also help in flatening the peak and implementing various energy conservation measures.

2. The National Electricity Policy states that existing PPAs with the generating companies would need to be
suitably assigned to the successor distribution companies. The State Governmenis may make such
assignments taking care of different load profiles of the distribution companies so that retail tariffs are
uniform in the State for differemt categories of consumers. Thereafter, the retail tariffs would reflect the
relative efficiency of distribution companies in procuring power at competitive costs, controlling theft and
reducing other distribution losses.

3. The Appropriate Commission may provide incentives to encourage metering and billing based on metered
tariffs, particularly for consumer categories that are presently unmetered to a large extent. The metered
tariffs and the incentives should be given wide publicity. Sman meters have the advantages of remote
metering and billing, implementation of peak and off-peak tariff and demand side management through
demand response. These would become essential in future for load-generation balancing due 1o increasing
penetration of intermittent type of gencration like wind and solar power.

Appropriate Commission shall, therefore, mandate smart meters for:

(a) Consumers with monthly consumption of 500 units and more at the earliest but not later than
31.12.2017;

(b) Consumers with monthly consumption above 200 units by 31.12.2019.

Further, two way smart melers shall be provided to all prosumers, who also sell back electricity to the grid as
and when they require, :

In order to enable energy audit in the distribution system, all distribution companies shall ensure smart
meters in their electricity system throughout the chain from transformers at 132kV level right down to
distribution transformer level at 11kV and further down to each consumer. Further, in order to reduce theft of
power, the distribution companies should have enabling feature like distribution SCADA with distribution
management system and energy audit functions. SERCs shall mandate these to be in place within two years,
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The SERCs may also suitably regulate conncetion charges to be recovered by the distribution licensee to
ensure that second distribution licensee does not resort to cherry picking by demanding unreasonable
connection charges. The connection charges of the second licensee should not be more than those payable to
the incumbent licensee.

8.5 Cross-subsidy surcharge and additional surcharge for open access

8.5.1

152

8.5.3

National Electricity Policy lays down ihat the amount of cross-subsidy surcharge and the additonal surcharge
to be levied from consumers who are permitied open access should not be so onerous that it eliminates
competition which is intended to be fostered in generation and supply of power directly to the consumers
through open access.

A consumer who is permitted open access will have to make payment to the generator, the transmission licensze
whose transmission systems are used, distribution utility for the wheeling charges and, in addition, the cross
subsidy surcharge. The computation of cross subsidy surcharge, therefore, needs to be done in a manner that
while it compensates the distribution licensee, it does not constrain introduction of competition through open
access. A consumer would avail of open access only if the payment of all the charges leads to a benefit to him.
While the interest of distribution licensee needs to be protected it would be essential that this provision of the
Act, which requires the open access to be introduced in a time-bound manner, is used to bring about
competition in the larger interest of consumers.

SERCs may calculate the cost of supply of electricity by the distribution licensee to consumers of the
applicable class as aggregate of (a) per unit weighted average cost of power purchase including meeting the
Renewable Purchase Obligation; (b) transmission and distribution losses applicable to the relevant voliage
level and commercial losses allowed by the SERC; (c) transmission, distribution and wheeling charges up 1o
the relevant voltage level; and (d) per unit cost of carrying regulatory assets, if applicable.

Surcharpge formula:

S=T - [C/(1-L/100} + D+ R]
Where

S is the surcharge

T is the tarifl payable by the relevant category of consumers, including reflecting the Renewable Purchase
Obligation

C is the per unit weighted average cost of power purchase by the Licensee, including meeting the Renewable
Purchase Obligation

D is the aggregate of transmission, distribution and wheeling charge applicable to the relevant voitage level

L is the aggregate of transmission, distribution and commercial losses, expressed as a percentage applicable to the
relevant voltage level

R is the per unit cost of carrying regulatory assets.

Above formula may not work for all distribution licensees, particularly for those having power deficit, the
State Regulatory Commissions, while keeping the overall objectives of the Electricity Act in view, may review
and vary the same taking into consideration the different circumstances prevailing in the area of distribution
licensee.

Provided that the surcharge shall not exceed 20% of the tariff applicable to the category of the consumers
seeking open access.

Provided further that the Appropriate Commission, in consultation with the Appropriate Government, shall
exempt levy of cross subsidy charge on the Railways, as defined in Indian Railways Act, 1989 being a deemed
licensee, on electricity purchased for its own consumption.

No surcharge would be required to be paid in terms of sub-section (2) of Scction 42 of the Act on the electricity
being sold by the generating companies with consent of the competent government under Section 43{A)(1){c) of
the Electricity Act, 1948 (now repealed) and on the electricity being supplied by the distdbution ficensec on the
authorisation by the State Government under Section 27 of the Indian Electricity Act, 1910 (now repealed), till the
current validity of such consent or authorisation,

The surcharge may be collected etther by the distribution licensee, the transmission licensee, the STU or the
CTU, depending on whose facilities are used by the consumer for availing electricity supplies. In all cases the
amounts collected from a particular consumer should be given to the distribution licensee in whose ares the
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consumer is located. In case of two licensees supplying in the same area, the licensee from whom the consumer
was availing supply shall be paid the amounts collecied.

8.5.4 The additional surcharge for obligation to supply as per section 42(4) of the Act should become applicable only
if it is conclusively demonstrated that the obligation of a licensee, in terms of existing power purchase
commitments, has been and continues to be stranded, or there is an unavoidable obligation and incidence to
bear fixed costs consequent to such a contract. The fixed costs related to network assets would be recovered
through wheeting charges.

8.5.5 Wheeling charges should be determined on the basis of same principles as laid down for intra-state
transmission charges and in addition would include average loss compensation of the relevant voltage level.

8.5.6 In case of outages of generator supplying to a consumer on open access, standby arrangements should be
provided by the licensee on the payment of tariff for temporary connection to thai consumer category as
specified by the Appropriate Commission. Provided that such charges shall not be more than 125 percent of
the normal tariff of that category.

9.0  Trading Margin

The Act provides that the Appropriate Commission may fix the trading margin, if considered necessary. Though
there is 2 need to promote trading in electricity for making the markets competitive, the Appropriate
Commission should monitor the trading transactions continuously and ensure that the electricity traders do not
indulge in profitecring in situation of power shortages. Fixing of trading margin should be resorted to for
achieving this cbjective.

JYOTI ARORA, It. Secy

APPENDIX
SALIENT FEATURES OF THE APPROVED R&R PROVISIONS FOR HYDRO POWER PROJECTS
1. SCOPE OF COVERAGE

The following provisions shall be applicable even if one family is affected by the development of a Hydro Power
Project.

2.  DEFINITION OF PROJECT AFFECTED FAMILIES (PAFs)

A Project Affected Family (PAF) shall mean a family whose place of residence or other property or source of
livelihood has been affected by the development of a hydro praject and who have been residing in the affected
zone for two years preceding the date of declaration of notification under Section-11 of the LARR Act. The
affected family would also include squatters.

3. DEFINITION OF AGRICULTURAL LABOURER

A person normally residing in the affected zone for two years preceding the date of declaration of the affected zone
and earns his/her livelthood principally by manual labour on agricultural land.

4. DEFINITION OF NON-AGRICULTURAL LABOURER

A person normally residing in the affected zone for two years preceding the date of declaration of the affected zone
and who does not hold any land in the affected zone but eams hisfher livelihood principatly by manual labour or as
rural artisan or a service provider to the community.

5. DEFINITION OF SQUATTERS

A family oceupying Government land in the affected zone without a legal title, at least for 5 years prior to the date of
declaration of notification under Section-11 of LARR Act.

6. REHABILITATION/RESETTLEMENT COLONIES

This policy aims to provide built up houses to Project Affected Families (PAFs) who get displaced due to the
development of hydro projects to the extent possible. However, wherever opted for, liberal House Construction
Allowance would be given in lieu.

7. TRAINING AND CAPACITY BUILDING

This policy also emphasizes the need 1o provide training to the Project Affected Families as well as to the local
population for a sustained livelihood. $pecial training programmes from IT1s aimed at providing the required skills

-y,
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10 the Jocal population would be undertaken by the Project developers at least six months prior to commencement of
construction. This is expected to boost the employability of the PATs and other people residing in the vicinity of
the project.

8. ADDITIONAL PROVISIONS
This policy envisages additional provisions for Project Affected Families such as:

o scholarships for meritorious students,
o exiension of medicat facilities,
o marriage grants,
o subsistence grants,
o support for income generation schemes for cooperative and self-help groups,
o seed, pesticides and fertilizer subsidies, and irrigation support.

Besides the additional provisions mentioned above, the normally applicable provisions of the Natienal Policy on
Rehabilitation and resettlement, currently in force, would be applicable.

Printed by the Manager, Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054.



