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KAHALGAON SUPER THERMAL POWER STATION STAGE-I,
PHASE- (1000 MW)...... . emms s

THIS POWER PURCHASE AGREEMENT hereinafter called the

.~ —Agreement" entered into on the ...T2a . ....... day'of .. Ftiase...: Two

~_~Thousand Three (.J®./24£./2003) -bstween Uttar Pradesh Power

Corporation Ltd:, a company incorporated under the companies Act; 1956
and having its registered office ‘at‘Shakti Bhawan, 14, Ashok ‘Marg,
Lucknow — 226 001 (hereinafter referred to as “UPPCL") which expréssion
shall unless repugnant to the context or meaning thereof inglude its
successors and assigns ‘as party of the first part and National Thermal
Power Corporation Limited, a Company incorporated under the Companiés
Act, 1956 having its registered office at NTPC Bhawan, SCOPE ConipleXx;
7, Institutional Area, Lodhi Road, NEW DELHI ~ 110003 (hereinafter
referred to as “NTPC") which expression -shall unless repugnant: t§  the
context or meaning thereof include its successors and assigns as pagty of
the second part . - S
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1.0 DEFINITIONS

(%)

The words/expressions used in this Agreement unless repugnant to
the context shall have the same meaning assigned to them by Indian

Electricity Act, 1910, Electricity (Supply) Act,

1948 and Electricity

Regulatory Commissions Act, 1998, as amended from time to time and the
Rules framed thereunder. The words/expressions mentioned below shall
have the meanings respectively as assigned hereunder;

) GOl
iy  CEA:
i)  CERC:

iv) Powergrid:

V) WREB:

vi) WRLDC:
vi)  NREB:
Vi) NRLDC:

Shall mean Gowi. ofrlndia.

Shall mean Central Electricity Authority, whichis a
statutory Authority. '

Shall mean ' Central Electricityg‘ Regulatory
Commission established under section-3 of the
Electricity Regulatcry Commissions Act, 1998. -

Shall mean Power Grid Corporation of India Ltd. a
company owned by GOl and incorporated under
the Companies Act, 1956. - -

Shall mean Western Regional Electricity Board
duly established by Government of India vide
Resolution No.EL-II-35 (2)/63 dated 28.03.1964
and subsequent amendment / resolution thereof
and as defined in the E (S) Act.

B Shall meah Western Regional Load Despatch

Centre

Shall mean Northern Regional Electricity Board

~-duly established by Government of India vide

Resolution No.EL-I-35 (3)/63 dated 13.2.1964

~and subsequent amendment / resolution thereof

and as defined in the E(S) Act.

Shall mean Northern Regional Load Despatch

Centre -
N AT
\‘>@b




Xi)

Xii)

xiii)

Xiv)

EREB:

ERLDC:

CTU:

Busbars:

Main Import/

Export
Meter:

Check
Import/
Export

- Meter:

xvii)

xviii)

Reactive
import/

- Export

Meter:
Regional
Energy |
Account:

Charges fof_

supply of
energy:.

LC:

- _amendments

&)

Shall mean Eastern Regional Electricity Board
duly established by Government of India vide
Resolution No.EL-il-35(7)/63 dated 06.03.1964
and subsequent amendment / resolution thereof
and as defined in the E(S) Act.

Shall mean Eastern Regional Load Despatch
Centre

- Shall mean Central Transmission Utility

Shall mean 765 KV or 400 KV or 220 KV Busbars

of the station (as the case may be) to which

outgoing feeders are connected.

Shall mean Meter for measurement of
import/export of active energy on the outgoing
feeders at Kahalgaon Stage-li, Phase-l Busbars
for Energy Accounting.

Shall mean Meter on the outgoing feeders at
Kahalgaon Stage-ll, Phase-l Busbars for
maintaining a check on performance of Main
Import/Export meter.

Shall mean. Meters for measurements of
import/export of reactive energy on the outgoing
feeders at Kahalgaon Stage-Il, Phase-| Busbars.

Shall mean periodic Energy Accounting (including
theieof, if any) prepared by
EREB/NREB/WRER as per procedure agreed by
the concerned REBs

Shall mean and include all charges to be paid by
Bulk Power Customer(s) in respect of supply of

B power fo them by NTPC in accordance with the

provisions of this Agreement.

.ShaI! mean Irrevocable Revolving Letter(s) of

- Credit.
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Shall mean the date of Commercial operation
declared by NTPC in respect of generating unit(s)
on the basis of guidelines issued by the
Government of India/CEA/other appropriate

xix)  Commercial
Operation
Date:

XX) PPA:

2.0 INSTALLED CAPACITY

authority from time to time.

Shall mean Power Purchase Agreement

The nominal capacity of K’ahalgaon Stage-il, Phase-| shall be

1000 MW (2 x 500 MW).

The nominal capacity of Kahalgaon Stage-ll,
Phase-l is subject to change after placement of orders for the main plant
equipment. The installed capacity is, however, subject to deratmg / rerating
of the generating units as determined from time to time, after following the

prescribed procedure as laid down by CEA/other appropriate authority.

2.1 Allocation of power

2.1.1 Presently various Bulk Power Custorners have indicated their power

requirements from Kahalgaon Stage-il, Phase-| as given below.

Bulk Power | Power Requirements indicated by Bulk
Customers Power Customers for Kahalgaon
s ____STAGE-lIl (MW)
UPPCL 250
MPEB 500
CSEB 132
GEB 250
i DNH 15
. _HVPN 250
RRVPN . 132
TRANSCO 500
PSEB 132
HPSEB 66
UTC 15
BSEB 198
GRIDCO 132
WBSEB 283
TOTAL - 2855
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However, the allocation of power from Kahaigaon Stlge—ll, Phase-
(nominal capacity of 1000 MW) amongst the Bulk Power Customers shall
be made by Govt. of india, subject to the signing of PPA by the Bulk Power

Customers. Such allocation of power by the Government ofiIndia, Ministry
of Power, shali form an integral part of this Agreement.

2.1.2 In case any Bulk Power Customer does not sign the PPA on the
same or mutually agreed terms and conditions, the allocation of power from
Kahalgaon Stage-ll, Phase-l wouid be finalised without taking into
consideration its requirement of power as indicated in clause 2.1.1 above ‘
or its entittement in terms of the allocation guidelines of the-Government of

India. ‘

2.1.3 The unallocated capacity shall stand allocated from time to time as
per decision of CEA/Ministry of Power. Balance unallocated capacity, if
any, after the above allocations shall be deemed to have been allocated to
various Bulk Power Customers in proportion to their allocated shares.

2.1.4 The right of each Bulk Power Customer to draw power against the
above allocations shall be limited to the amount of I.C opened by them.

2.1.5 The station will be operated as a base load Inter-Regional Power
Station subject to backing down instructions from ERLDC and the power
generated from the station will be shared by the Bulk Power Customers in
the Northern Region, Western Region and Eastern Region as per allocation
decided/notified by GOI from time to time.

2.1.6 It is understood and agreed by and between the parties that NTPC
shall operate this station as per the ~guidelines of GOI/CERC/other
appropriate authority as applicable from time to time, and directives issued
by . EREB/ERLDC in consultation with NREBMWREB/NRLDC/MWRLDC
based on the above guidelines. ‘ ' : *

2.17 UPPCL shall have the right to indicate their actual requirement of
power out of their entitled share from Kahalgaon Stage-ll, Phase-! upto one
year prior to the scheduled date of commissioning of the first unit of the
Kahalgaon Stage-ll, Phase-l, =~ -

2.2 Commercial Operation Date of enerating units

The dates of commercial operation of generating units' of Kahalgaon
Stage-ll, Phase-| shall be as defined under clause 1.0 above-
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2.3 Drawai of Power

The power from Kahalgaon Stage-ll, Phase-l shall be drawn by the
Bulk Power Customers directly and/or by method of displacement. Bulk
Power Customers shall draw their share of power from Kahalgaon Stage-il,
Phase-| through tranismission system of Powergrid and/or the transmission
system(s) of Bulk Power Customer(s)/other agency (ies). '

3.0 TRANSMISSION / WHEELING OF POWER

The transmission system for evacuation of full -;({:apacity from
Kahalgaon Stage-ll, Phase-l, matching with its commissioning schedule,
will be implemented by Powergrid and/or other agency (ies). Bulk Power
Customers will permit wheeling of power from Kahalgaon Stage-Il, Phase-|
through their transmission system subject to system constraints. Bulk
Power -Customers shall extend their full co-operation in transmission of
power from Kahalgaon Stage-ll, Phase-l to other Bulk Power Customer(s)
through their transmission system. For wheeling of Kahalgaon Stage-ll,
Phase-I power beyond Kahalgaon Stage-Il, Phase-l bus bars, the charges
for utilisation of transmission system(s) owned by Powergrid and/or Bulk
Power Customer(s) and/or other agency (ies) shall be mutually settled and
paid for directly between Powergrid and/or such agency (ies) and the
concerned Bulk Power Customer(s). NTPC shall not.be responsible for the
payment of such charges. o

4.0 ENERGY ACCOUNTING

4.0.1 EREB shall furnish to NREB the energy exported fromn Kahalgaon
Stage-ll, Phase-l to NR Bulk Power Customers. Regional Energy Accounts
shall be prepared latest by 5th day of every month based on the above (or
on a provisional basis in the absence of the above) and the monthly joint
energy meter readings furnished to the NREB by NR Bulk Power
Customer(s) and other agencies.

4.0.2 Regional Energy Accounts, whether they are final or provisional, shall
account for total net energy sent out on all the outgoing feeders at
Kahalgaon Stage-ii, Pnase-1 and shall indicate monthly drawal by each of
the Bulk Power Customers from Kahalgaon Stage-ll, Phase-l for billing
purposes. '

4.0.3 The total energy sent out at the bus bars of Kahalgaon Stage-ll
Phase-l shall be on net basis i.e. difference between export and import
meter readings. However the import of power will be in the exceptional
circumstances. '
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4.0.4 NTPC shall prepare and submit Lills to the Bulk Power Customers for
the energy supplied to them on the basis of Regional Energy Accounts.

4.0.5 Regional Energy Account issued by NREB shall be binding on all the
parties for hilling and payment purposes.

4.0.6 Any change in the methodology of Regiona!l Energy Accounting shall
be done only as per the decisions taken in the concerned REB forum and
no unilateral deductions by any Bulk Power Customer shall be made from
bills of NTPC on this account.

4.0.7 In the event of delay in receiving meter readings, Mem! ier-Secree'tary,
NREB shall issue Regional Energy Accounts on provisional basis by the
5th day of every month (if 5th day is a holiday for the Secretariat of NREB,
the next working day will be applicable), which shall be blnding on NTPC
and Bulk Power Customers for billing and payment purposes| and shall be
subject to adjusiments, if any, as and when final Regional Enﬁrgy Accounts
are issued. _ ,

4.0.8 Diversion of share due to non-payment in case of regulatlon of power
shall be done as per guidelines issued by CERC / GO/ CEA/other
appropriate authority from time to time

4.1 Metering System

4.1.1 A set of Main and Check Energy Meters of 0.2 accuracy class, as per
IEGC, shall be installed on all outgoing feeders at Bushars of Kahalg'aon
Stage-il, Phase-l. FEach of the Maln and Check meters wnll be a pair of
Export and Import meters.

4.1.2 AII the meters shall be jointly calibrated, lnspected and sealed on
behalf of the parties and shall not be interfered with except in the presence
of other party or for joint testing and calibration and/or rep|acement and/or
any other purposes for which due notice of 7 (seven) days will be given by
NTPC so tnat this is done in the presence of the authorised’ representatlve
of the Bulk Power Customer.

4.1.3 Al the meters shall be checked for accuracy annually or as per
decision of EREB at site by NTPC and Bulk Power Customer with a meter
of the same or better accuracy class and shall be treated as working
satisfactorily so long as the errors are within the limits prescribed in
relevant Indian Standard (or British Standard where Indian Standard does
not exist) for meters of the said class. The meter readings of main meters
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shall form the basis of the Regional Energy Accounts so long as the annual
calibration check results thereof are within prescribed limits. If the check
meters are found to be beyond permissible limits during the annual checks,
these shall be immediately calibrated/replaced. Where the annual checks
indicate errors in the main meter(s) beyond limits but no error is noticed in
- check meter(s) during annual checking, computation of total net energy
sent out at Busbars of Kahalgaon Stage-ll, Phase-l or the month shail be
done on the basis of check meter(s) and main meter(s) shall be
calibrated/replaced immediately. If during the annual calibration check, both
the main meter(s) and the corresponding check meter(s) are found to be
beyond the permissibie limits of error both the meter(s) shall be
immediately calibrated/replaced and the correction applicable to main
meter shall be applied to the consumption registered by the main meter(s)
to arrive at the correct consumption of energy for the purpose of Energy
Accounts for the month from the date of last meter reading upto the time of
replacement of correct main meter. Billing for the period thereafter till the
next monthly meter reading shall be as per calibrated/replaced main meter.
During this period of calibration/ replacement of main and ¢ eck meter(s),
another set of main and check meters duly calibrated and sealed will be
installed at Kahalgaon Stage-li, Phase-! in the presence of Bulk Power
Customer(s) and jointly sealed. The Regional Energy Accounting during the
period of calibration/replacement of original meters shall be as per the
readings of the substituted main meters. In case spare meters are not
available, the main/check meteis shall be calibrated/ replacefd by rotation.
During the period of removal of main meter, the Regional Energy
Accounting will be done based on check meter readings applied with
correction factor of the check meter obtained during ‘testing/ calibration of
check meter. |

4.1.4 Ali the Main and Check Energy Meter(s) shall be calibrated once in
every 2-3 years jointly by the parties, irrespective of the calibration that
might have been done, where necessary, during the annual check. It shall
be endeavour of the parties that errors are adjusted as close to zero as
possible. If the error found at the time of calibration (once in 2-3 years) are
beyond permissible limits the same procedures applicable to the annual
test checks shall be followed. .

4.1.5 If, in any month, the readings of the Main Energy Meter(s) differs from
the readings of corresponding Check Energy Meter(s) by more than 0.4%
(Zero point four per cent), the Main and Check Energy meter(s) shall be
tested in turn and the errors at various levels as per standard. procedures
would be determined. If on such testing Main Energy Meter error is found to
exceed + 0.2% (plus/minus zero point two per cent) the energy figures



recorded by the Main Energy Meter(s) for the relevant period shall be
revised accordingly and the Main Energy Meter(s) shall be recalibrated or
replaced by correct energy meter(s). Perding the results of such testing,
billing and payment shall continue to be based on the energy recorded by

the Check Energy Meter(s) applied with correction factor of the check
meter(s) obtained during testing/calibration of the check meter(s).

4.1.6 All the tests during annual checks and calibration on the Main and
Check Energy Meter(s) shall be conducted in the presence of authorised
representatives of NTPC and the Bulk Power Customer and the
results/correction so arrived at shall be zpplicable and binding on NTPC
and Bulk Power Custorners.

4.1.7 Corrections in hilling, whenever necessary, shall be applicable for the
~ period between the previous meter reading and the date and time of the
replacement of recalibrated correct meter and this correction shall be for
the full value of the absolute error. For the purpose of the correction to be
applied, the meter shall be tested as per Indian Standard (British Standard
where Indian Standard does not exist). The error at the load and power
factor nearest to the average monthly load served at the point during the
period shall be taken as the error to be apphed for correction. ’

4.1.8 If both the Main and Check Energy Meter(s) fail to record or if any of
the PT fuses are blown out, then the energy will be computed jon a mutually
agreeable basis between NTPC and the Bulk Power Customer for that
period of defect. In case there is no mutual agreement, the decision of
Member Secretary of EREB would be final and binding.

4.1.9 For the purpose of test and calibration, the substandard meter of
better than 0.2 accuracy class duly calibrated and sealed by Government
Authorised Meter Testing House/Laboratory shall be “utilised. This
substandard meter shall' be got calibrated once in every 2:3 years at the
Government Authonsed Meter Testing House/Laboratory.

4.1.19 The readings of the meters shall be taken jointly by :'the concerned
parties. The parties installing meters shall also be responsuble for properly
maintaining thelr respective meters.

4.1.11 Joint meter readings of the Main as well as Check Meters at various
Regional Energy Accounting points as identified by EREB/NREB/WREB
shall be taken by the concerned parties as mentioned above at 00:00 hours
on the 1st oay of each calendar month. The readings taken at Kaha!gaon
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Stage-il, Phase-l shall be submitted by NTPC to EREB so as to reach
EREB on or before 2nd day of the month. The meter readings at other
metering points would be submitted by concerned Bulk Power Customer
and/or other concerned agency so as to reach EREB on or before 2nd day
of the month. In case any of the concerned parties is not available for joint
meter readings at the specified time, the meter readings will be taken by

the other party and shall be binding on all the Bulk Power Customers and
shall be taken into account for preparation of Regional Energy Accounts.

4.1.12 If at any time any party to the Agreement feels that a meter is not
recording correctly it shall give notice to the other party. NTPC shall then
undertake testing and calibration of the concerned meters located at
Kahalgaon Stage-li, Phase-| in co-ordination with the other party.

5.0 TARIFF
51 Terms and'conditions:

The tariff and terms and conditions: for the eniergy to be supplied by
NTPC from Kahalgaon Stage-Il, Phase-l shall be as determined/ approved
by the Central Electricity Regulatory Commission/ other competent
authority and applicable from time to time, including the norms and terms
and conditions for the ftarifi determination w.ef 1.4.2004, if and as
applicable and also including the provisions of Availability Based Tariff. Th
following guidelines are presently applicable for working out tariff. '

5.1.1 Return would be 16% on equity or as revised from time to time by
GOI/CERC. : : . : o

5.1.2 The Debt:: Equity ratio shall be 70:30 or as approved for the project.

H

5.1.3 Incentive shall be payable by the Bulk Power Customer(s) in
accordance with the tariff as applicable from time to time. Incentive shall be
payable by the Bulk Power Customers on monthly- basis with cumulative
adjustment in each month of the financial year, ~ 0

5.1.4 No incentive/ disincentive will be applicable on acéFunt of Force
Majeure events. _ : |

No disincentive will be applicable on account of NTPC resorting to
restriction of generation or stopping generation altogether on account of
non- payment of dues. Charges during the period of regulation would be
payable by the Bulk Power Customer(s) as per the directions issued by
CERC/ other competent authority from time to time.
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The issue regarding disincentive in case of generation loss due to
non- availability of fuel will be discussed between NTPC and Bulk Power
Customers and aareed separately. '

5.1.5 The tariff will include provision for water charges, cess, royalty and
other levies on water at rates prevailing on the date of approval of tariff. In
case revision of rates by the concerned authorities results in higher
payment by NTPC as compared to the charges payable on the effective
date of approval, such excess shall, on certification by the statutory
auditors of NTPC, duly supported by documents, be recoverable
additionally from Bulk Power Customers in the same proportion as Fixed
Charges billed by NTPC for that financial year.

5.1.6 Any expenditure incurred towards the Capital Cost of the station
denominated/funded in one or more foreign currencies shall be converted
into rupee equivalent at the exchange rate prevailing on 31st March each
year as per Accounting Standard of the Institute of Chartered Accountants
of India which provides that long term loan liabilities incurred for the
acquisition of fixed assets and changes on account of exchange rate
variations in respect thereof should be regarded as an adjustment of cost
and should be included in the carrying amount of the related fixed assets.

5.1.7 All the above provisions are subject to the guidelines of the Govt. of
India/CERC/other appropriate authority as applicable to the tariff of this
Station from time to time.

5.1.8 In case the tariff, as provided above, is not determined / approved by
CERC/other competent authority prior to commencement of commercial
operation of the 1st unit, the same would be worked out by NTPC based on
the above provisions. and the guidelines for tariff as applicable from time to
time and within capital cost as approved by CEA/ other competent authority
for the project. This would be mutually discussed between the Bulk Power
Customers and NTPC at REB forum,/and if not agreed witfin one month

from date of first unit commissioning, the same shall be billed by NTPCon -

provisional basis subject to retrospective adjustment as and when the tariff
is determined / approved by CERC/ other competent authority /

5.1.9 Infirm power, i.e, sale of energy prior to commercial operation of the
unit, will ‘be billed by NTPC based on norms for variable charges as
applicable during the period of stabilisation of a newly commissioned unit
as per guidelines of Govt. of India/CERC/other approprigte authority,
applicable from time to time.



5.2.1 The above tariff is exclusive of any statutory taxes, levy, duties, cess,
royalty fees or any other kind of Imposition(s) whatsoever imposed/charged
by any Government (Central/State) and/or CERC and/or any other locai
bodies/authorites on generation of electricity  including auxiliary
consumption or any other type of consumption including water,
transmission, environment proteciion, sale or on supply of power/energy
and/or in respect of any of its installations associated with Generating
Stations and/or on Transmission System.

9.2 Levies, Taxes, Duties, Cess etc.

The total amount of such levies/taxes/duties/ceSs/royaIty/fees etc. as
indicated ahove payable by NTPC to the authorities concerned in any
month shali be borne and additionally paid by Bulk Power Customers to
NTPC and the same shall be charged in the monthly bills raised by NTPC
on the Customers in proportion to the fixed charges paid by them for this
power station. -

5.2.2 Incidence of tax liability on NTPC as per the provisions of the Income
Tax Act applicable from time to time, duly certified by Statutory Auditors of
NTPC, shall be recovered from the Bulk Power Customers.

5.2.3 Tax PaymehtAccount

NTPC shall estimate the tax liabilty two months before the
commencement of each year and intimate to UPPCL

_ UPPCL shall open a separate Income Tax Payment Account for
discharging its lia bility for payment of Income Tax as follows:

UPPCL shall gay each month an amount®equal to the monthly
instaiment corresponding to the estimated annual tax liability intimated by
NTPC. NTPC shall withdraw the amounts for settling the advanceffinal tax
liability on presentation to the Bank a certificate from the Company's
Statutory Auditors stating that such amounts are immediately due and-
payable to the Tax Authority.  Similaily, NTPC shal| pay into the tax
account the UPPCL’s share of any refund received from the Tax Authority.

6.0 BILLING AND PAYMENT

6.1 Billing:
All charges under this Agreement shall be billed by NTPC and shall be paid
by the Bulk Power Customers in accordance with the following provisions:

ey - - \\%\o |

bl

3 | |




®

6.1.1 NTPC shall present the bills after the end of each calendar month for
energy supplied o Bulk Power Customers from Kahalgaon Stage-ll Phase-
I as per Regional Energy Account issued by NREB. -

6.1.2 Billing Centre of NTPC shall carry out biling and associated
functions. The authority of Bulk Power Customer to whonm the bills have to
pe submitted would be informed by the Bulk Power Customer to NTPC
failing which NTPC would submit the biils to the Chief of Finance and
Accounts wing of the Bulk Power Customer.

6.1.3 The monthly bill for Kahalgaon Stage-ll, Phase-l shall be aggregate
charges in accordance with the provisions of the Agreement. If for certain
reasons some of the chaiges cannot be included in the main monthly bills,
such charges shall be billed as soon as possible through supplementary bill

(s). ' | -
6.1.4 The bill (s) of NTPC shall be paid in full subject to the condition that

) there is no apparent arithmetical error in the bill (s )

if) the bill (s) is / are claimed as per tariff referred to in clause 5.0

iii) they are in accordance with the energy accounts referred to in
clause 4.0 |

6.1.5 In disputed cases, Bulk Power Customer shall file a written objection
with NTPC within 45 days of presentation of the bill, giving following
particulars: _ | o

i) Iltem disputed, with full details / data and reasons of dispute

ii)  Amount disputed against each item.
| Provided, however, that non-acceptance of tariffs determined /
approved by CERC/other competent authority shall not be a valid ground
for dispute unless the same is struck down by an order of the Appellate
Court.
' NTPC shall resolve the above dispute (s) with Bulk Power Customer
as soon as possible. : '

6.1.6 In case, the dispute is not resolved,-and in the event it is decided to
proceed with the Arbitration as provided in clause 7.0, then the Bulk Power
Customer shall pay 95 % of the disputed amount forthwith and refer the
dispute for arbitration as provided in this Agreement. The amount of
excess/shortfall with respect to the said 95 % payment based on final
award of arbitration shall be paid / adjusted with interest-@ 15 % per
annum from the date on which the amount in dispute was payable/

refundable.
| N




6.2 Establishment of Letter of Credit (LC) and payment of tjaius:

i
6.2.1 Payment of bills for supply of power from Kahalgaon Sw&age—!l, Phase-
| shall be made by Bulk Power Customer(s) through irrevocable revolving
Letters of Credit (LC) established in favour of NTPC with a public sector
bank at least one month prior to the commencement of power supply from
Kahalgaon Stage-il, Phase-I. '

6.2.2 The LC shall cover one month estimated billing based on 80 % PLF
for the ailocated share from Kahalgacn Stage-ll, Phase-| plus an amount
equal to 105 % of the average monthly billing for the preceding 12 months
in respect of power supplied from all other power stations of NTPC.

6.2.3 The amount of LC shall be reviewed each half-year commencing April
and October in each financial year and its amount shall be enhanced /
reduced accordingly. -

6.2.4 The LC shall be established for a minimum period of one year. Bulk
Power Customer shall ensure that I.C remains valid at all times during the
entire / extended validity of this Ag eement. - -

6.2.5 LC shall specify the manner and dates when bili(s) can be presented
to Bank by NTPC. The bills so presented by NTPC to the Bank shall be
promptly paid on their presentation. The LC charges shall be borne by the
Bulk Power Customer. :

6.2.6 UPPCL assures that it shall regularly recoup and periodically renew /
enhance LC to ensure full payment of NTPC bills and that there will be no
default in LC payments to NTPC in respect of supply of power from all its
power stations. | : .

6.3 Rebate and’Su‘rcharq_é

Rebate on payments and surcharge on delay in payments, if any,
shall be as per the provisions of tariff determined/ approved by CERC/
‘other competent authority and applicable from time to time in respect of
Kahalgaon Stage-ll, Phase-I and other concerned power stations of NTPC.
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In case the payment of bills for Power supplied from all NTPC power
stations, including power supply from Kahalgaon Stage-ll, Phase-, is
delayed by more than 90 days from the date of billing, NTPC shall have
right to get the payraents inclusive of surcharge directly from GOI through
adjustments against release to the Uttar Pradesh Governme;nt on account
of Plan assistance, State’s share of central taxes and any other grant or
loan automatically, without referring the matter further to the State
Government/ UPPCL, as per the Tripartite Agreement under the Scheme of
One -Time Settlement of SEB Dues circulated by GOI vide letter dated
20.05.2002 and signed by Government of Uttar Pradesh, Gowt. of India and
RBI. Copy of the signed Tripartite Agreement is enclosed at Annexure-| to
this Agreement.

6.4 Tripartite Agreement: .

6.5 Non-payment of bilis and non-establishment of LC

()  Incase LC of required amount is not opened by the first day of

-~ the month in which bill is raised, NTPC shall inform REB/RLDC
under intimation to UPPCL regarding reduction in’ entittements
from power station(s) of NTPC to the extent of 2.5% of average
daily supply to the defaulting beneficiary for the preceding 90-
days or the average of all the days, if supply has been so for
less than 90 days. REB/RLDC shali correspondingly effect
reduction in power supply by reducing the draw! schedule of the
defaulting beneficiary. ' :

(ii) In case payments are not made within 60 days from the date of
_ billing, NTPC shall advise REB/RLDC that the entitiement from
power stations of NTPC shall be reduced by 5% (inciusive of
reduction in supply of electricity as provided in preceding para)
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of the average daily supply to the defaulting beneficiary of the
preceding 90 days. In case pcyments are not made within 75
and 90 days of the billing, reduction in entittement shall be
further increased to 10% and 15% respectively. REB/RLDC
shall correspondingly reduce the drawl schedule of the
defaulting SEB(s)/ benef iciary (ies).

(iii) In the event that payment default by the Beneficiary continues
- for 90 days from the date of billing, NTPC shall approach the
Ministry of Finance under the provisions of the Tripartite
Agreement and the Ministry of Finance, on behalf of NTPC,

shall recover such amounts through adjustment against
releases to the State Government on account of plan
assistance, State’s share of central taxes and any other grant or

loan, and pay the same to NTPC.

(iv)  Notwithstanding the above, if any bills remain unpaid for a
period exceeding two months from the date of issue of the bill
for the power supplies from various NTPC power stations to
Bulk Power Customer(s), NTPC shall have the| authority to
discontinue/reduce supply of power from Kahalgaon Stage-li,
Phase-| and various other power stations of NTPC to Bulk
Power Customer(s) and inform NREB accordingly.

(v)  No disincentive will be applicable on account of NTPC resorting
to restriction of generation or stopping generation altogether as
a result of regulation measures on account of non-payment of
dues by UPPCL. However, for the purpose of calculating the
availability, the machine will be considered as available to the
extent of regulation if any on this account and recovery of
capacity charges will be made accordingly.

7.0 ARBITRATION

7.1 Subject to the Statutory provisions for arbitration under the ERC Act
1998, all other differences or disputes between the parties arising out of or
in connection with this Agreement shall be settled through arbitration as
provided herein.
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7.2 Inthe event of such differences or disputes between the parties, any
party may by a written notice of 30 days to the other party request for
appointment of a Sole Arbitrator to be decided mutually by the parties and
in case of disagreement, to be decided by the Chairman of CEA. The
arbitration shall be in accordance with the provisions of the Arbitration and
Conciliation Act, 1996 and any statutory modifications thereto. The
Arbitrator shall give a speaking and reasoned award. The decision of the
Arbitrator shall be final and binding on the parties. The venue of the
arbitration shall be Dethi. The Courts at New Delhi shall have the exclusive
jurisdiction in all matters arising under this Agreement.

- 7.3 The Arbitrator shall reasonably decide in what proportion his fee and
cost of arbitration proceedings shall be borne by the parties.

7.4 Notwithstanding the existence of any question, dispuies and
differences referred to arbitration, the parties hereto shall continue to
perform their respective obligations under this Agreement.

8.0 FORCE MAJEURE

The parties shall ensure due compliance with the terms of this
Agreement. However, no party shall be liable for any claim for any loss or
damage whatsoever arising out of failure to carry out the-Jterms of the
Agreement to the extent that such a failure is due to force majeure events
such as war, rebellicn, mutiny, civit commotion, riot, strike, fock-out, forces
of nature, accident, act of God and any other reason beyond the control of
concerned party. But any party claiming the benefit of this clause shall
reasonably satisfy. the other party of the existence of such’ an event: and
give written notice within a reasonable time to the other party to this effect.
Generation/drawal of power shall be started as soon as practicable by the
parties concerned after such eventuality has. come to an end. or ceased to
exist. . -

9.0 IMPLEMENTATION OF THE AGREEMENT

All discretions to be exercised and directions, approvals, consents
and notices to be given and actions to be taken under these presents
uriless otherwise expressly provided herein, shall be exercised and given
by the signatories to this Agreement or by the authorised representative(s)

Y
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that each party may nominate in this behalf ana notify in writing to the other
party by Registered Post. Any other nomination of authorised
representative(s) shall be informed likewise in writing to/by Bulk Power
Customer(s) within one month of signing of the Agreement.
Notwithstanding any nomination, the Fxecutive Director (NCR), NTPC,
NCR HQ, Engineering Office Complex, Sector-24, Noida - 201 301 (U.P.)
as well as Executive Director(Commercial), NTPC, SCOPE Complex, 7,
~Institutional Area, Lodhi Road, New Delhi-110 003 or their authorised
representative(s) shall be authorised to act for and on behalf of NTPC.

10.0 NOTICE

All notices required or referred {o under this Agreement shall be in
writing and signed by the respective authorised signatories of the parties
mentioned herein above, unless otherwise notified. Each such notice shall
be deemed to have been duly given if delivered or served by registered
mail/speed post of Department of Posts with an acknowledgement due to
the other party in terms of Clause 9.0 above.

11.0 EFFECTIVE DATE AND DURATION OF AGREEMENT

The Agreement shall come into force from the date of signing of this
Agreement for all purposes and intent and shall remain operative upto
completion of Twenty Five (25) years from the date of commercial
aperation of last unit of Kahalgaon Stage-ll, Phase-I provided that this
Agreement may be mutually extended, ‘renewed or replac by another
Agreement on such terms and for such further period of time as the parties
may mutually agree. In case Bulk Power Customer continue to get power
from Kahalgaon Stage-ll, Phase-| even after expiry of i.is Agreement
without further renewal or formai extension thereof then all thp provisions of
this Agreement shall continue to operate fill this Agreemient is formally
renewed, extended or replaced. A '

i
H

12.0 SUCCESSORS AND ASSIGNS

In case any of the Bulk Power Customer is wound up andfor its
generation, transmission and distribution activities are taken over by other
organisation(s)/agency (ies), partly or wholly, the Agreement shall be
binding mutatis mutandis upon the successor organisation(s)/agency (ies),
and guarantee by the concemned State Government, shall continue to
remain valid with respect to the obligations of the successor
organisation(s)/agency (ies). In such an event, the Tripartite Agreement
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arrangement referred to in para 6.4 and LC arrangement referred to in para
6.2 above shall also be binding in respect of the successor
organisation{s)/agency (ies) with such modifications and changes as may
be considered necessary.

13.¢ This Powel Purchase Agreement shall be subject to CERC/ any other
competent authority's norms and noftification anplicable for Tarniff
determination w.e.f. 1.4.2004 or any modification thereof from time to time.

14.0 Notwithstanding the terms and conditions contained in this
Agreement, NTPC agrees that in case more favourable terms and
conditions for power supply from Kahalgaon Stage —lI, Phase-l are settled
with any other Bulk Power Customer(s) in Northern Region unfavourable to
UPPCL, the same shall be made at par forthwith on a reference from
UPPCL.

IN WITNESS WHEREOF the parties have executed these presents
through their Authorised Representatives on the date mentioned herein

-above. | /

 WITNESS - | | ﬂJol ,
] . gel A1t ‘
1 s (0T
) % -
SD. O{HAMDW') ) . 9 a1 .ﬂuﬁa wi¥
( Com, v twc,\l Faﬁﬂrfd“oﬁhehalf of

Uttar Pradeéh Power Corporation Ltd.

1

i

2. J‘/“l Lo €. 202 | — For ajd on behalf of

SO AarAnwB National Thermal Power C"c‘)rporatioh Ltd.
EDCNRY (;< K. C;,prP\é)
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TRIPARTITE AGRIEEMENT
This TR IPARTITE AGREEMENT {the “Agreement™) is made at New Netki an the Wiy
ST doy of HRIE, 2000, Sel nop R

~ AMONG ‘

‘1. The President of India acting through Joint Sccretary, Ministty of Finance,
Government of India (the “GOI),

2. The Govemner of UTTAR PRADESH actmg, h10u9h Sznjeev S. Ahluwalia, |
Sccretary, Finarice, Govemment of U"ITAR PRADESH {the “State Government”)

. and
3. Thc Reserve Bapk of India {the “RB[") constituted under the Reserve Bank of
India Act, 1934, Acting thro'Ugh - Exceutive Director, Reserve
Bdﬂk of IndLa.
D
WHEREAS:

A. The U.P. Puwer Corporation Limited and Utler Pradesh Rajya Vidyut Utpadan
Nigam Limited {the “SEB}") has large outstanding dies -payable to the CPSUs
specified herein, and has requested GOI to permit their conversion inte long-teem
bonds, to be issued by the State Government in favour uf the CPSUs (hereinaller
referred to as “Secuntlsanon”)

B. The State Government has agreed to issue the aforesaid boads and has further
agreed to assumic the lability to discharge the payment obligations of the SEB (as
a principal debtor) in the event of a default arising our of 1hc agreemnents signed
between the CPSUs and the SEB for () supply of Power, (b} transmission of
Power, (c) supply of fuel, or {d) transportation of fuel {the “Agreements™).
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C. The Swate Government and the SER have requesicd GOI to enter into this
Agreement, for securing the aforesaid payments {as a prssipal debior) in the
event of default by the SEB, aad the GOI has acceded to this request.

D. The State Goverminent and SEB have agreed to comipiy with the terms and
cenditions laid down in the Settiement Scheme a copy of whish is annexed herelo

and marked as Annex-A to form partotthis Trpartite Agreement

NOW

[TIS HERERBY AGREED as ‘llows:

1. © DEFINITIONS

LT 1In this Agreement the following words and expressions shall, unlegs repugnant to
the contexl or meaning thereof, have the meaning licreinafter respectively
assigned to them:

_“CPSU" shall mean any of the following, namely National Themnal Power

Corporation (NTPC), National Hydro-electric Power- Comoration  (NHPO),

Nuclear Power Corporation of India (NPC), Nevveli Lignite Corporation (NLC},

North-Eastern  Electric  Power Corporation (NEEPCO), Damodar Valley

- Corporation (DVC), Power Grid Carporation (PGCIL), Coal India Limited {CIL)

‘{'Y’\‘n ' and its subsidiaries, and the Railways, and includes their respective successors,
: assigns and permitted substitutes; :

“GOI shall mean the President of India acting through the Toint Secretary,
Ministry of Finance; _

“GOI Interest-Rate™ shall mean the highest rate of interest ché.rgcd by GO for any
loan given by it to the State Government iq the immediaiely preceding financial -
year, :

“RBI” shall mean thé Rescrve Bank of India;

“RBI Agreement” shall mean the agreement dated 7% Jday of July, 1937 entered
into between the State Government and RBI under sub-section (1) of section 21 A
of the Peserve Bank of India Act 1934; ' ' ‘

“SEB" shall mean the U.P, Power Corporation Limited and Uttar Pradesh Rajya
Vidyut Utpadan Nigam Limited and includes its successors, assigns and permitted
substitutes so long as they are owned or controlled by the State Govem_me-ht;

s
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“Settlement Scheme” shal] mean the Scheme for Settlement of SEB. Dues as at
Annex-A; :

“State Government” sﬁalf mean the Governor of UTTAR PRADESH' acting
through the Finance Secretasy, Government of UTTAR 1 RADESH |

" Supply Agreement” shall mean the agreement entered into between the SEB and
the respective CPSU for supply of electricity or its tfransinission, or supply of fue!
or ils transportation; 2nd _

“Supply _Paymcn.ts"-shaii have the same mcaning as assigned to the payments due

to a CPSU from the SEB in terms of their respective Supply Agreements and
include any payments due under the Settlement Scheme.
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2.1

UNDERTAKINGS BY THE STATE GOVERNMENT

In consideration of the GOI agreeing to discharg
Setilement scheme, the State Governiment hereh

agrees

event of the SEB failing to discharge itz the pay:

ze certain ohiigations under the
oy amevanably undertakes and
o abide by the covenants cet forth in this Clavse 2.1 as {ollows, in the

ment obligntauy to the CRSUY

arising out of or in connection will {he Supply Auscemenss,

(2)

The State. Government shall, in all eventz, abide 'n_'." the terms of tae
Settlement Scheme, .

(b) The Stale Government shall ensure that the SSE 4

e ST wles by the terms of the
Settlement Scheme and makes the Supply Payments duc to the CPSUs
within the period specified in the Supply Agreericats, in the event of the
SEB committing a breach of any of the terms, the Siate Govemment shail,
independently and as a poncipal debtor, become liable for the due
performanee of such temm, including the terms retating to Supply
Payments. : '

] - _— ,
(¢) In case any amount is paid to CPSU. by the GOL, on behalf of the SEB, on

account of any sum uader the Supply Agreement remaining due after a
period_of 90 days from the date of bilbing, as specified in Settlement

- Scheme, such amount shall be recoverable by GOI from the State

Govemment together with interést calevlated at the GOI interest Rate. It is
elearly aecepted by the State Government that any payment made by GOI
to wny CPSU under this Agreemcnt shall be deemed to be a payment for

and on behalf of the SEB, and shall be recoverable from the State

(d)

(o)

Government hereunder as if it were a payment made by the GOI, on behalf
of the State Government. . :

Subject to the provisions of sub-clause (e) of this Clause 2.1, the State
Govemnment hereby irrevocably and unconditionally .authorises GOI to
instruct RBI to debit forthwith, (and further directs the RBI to act
according to such instruction), from the account of the State Govenyment
maintained with RBI, and credit the same to the account of GO, any
amounts:paid to any CPSU ty the GOI, on behalf of the SEB, pursuant to
the provisions of this Agreement and the Settlement Scheme. All amounts
payable under this Agreement by the State Goverment to GOI shall be
intimated as such by GOI to RBI for debit from the account of the State
Govemment, '

Nolwithstaﬁdﬁxg thé provisions of thc RBI Agprecement, the State
Government hereby imevocably and unconditionally authorises the GOT to
instruct RBI to act promptly on the instructions of GOI as per Sub-cjause

- (d) of this Clause 2.1 'and debit the State Goverament account maintained

-with RBI by credit to the account of GO or to such account as GOI may

specify, and comespondingly directs the RBI to act as per this.instruction.
The State Government agrees that if at any time, the balance in the State
Government account is inadequate to meet the aforesaid debit, its accaunt
may be deoited to the extent of availability of funds, and the remaining
amount may be debjted subsequently as and to the extent funds become
available in its aecount. Until the entire dues of GO are recovered from
the State Government, RBY shall not make any other payment on behalf of
the State Government out of the balance in the State Government accounts,

Ao —
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Explanation:

‘The balance in the State Government accornt means the amount held in
such account including the mininjum balancs required o be maiatained in
the account under the RBI Agreement, and the anthorised limit of the
normal ways and means advances, the operative limit of the speeial veays
and mezans advances, or any other authoriszd advances ihat may bz meds
by RBI to the State Government but nol ncluding any wnauthorise:d
overdraft that may have emerged in such aceouni.

(f') Notwithstanding the provisions of Clause 13 of the BB agrecement, ike
State Governmen! hereby undertakes not o eiereise the opticn ol
lerminating the RBI Agreement while this Agreemeil remains in {oree,
and the State Government and the RBI accept that the option of the Siaie
Government under the RBI Agreement stands moditied to this exzent.

(g) Without prejudice to the other provisions of this Tripartite Agrecuen: |
GOl shall have the unconditional and irrevocable right to make recovery
of amounts due to it from the Siate Gavernment under the provisions of

', this Agreement by making necessary deductions from the amounts due or

' becoming due from GOI to the State Government nn account of central

" plan assistance, share of central taxes, loans and grants, and the State

Govemment shall not make any protest or contest, when such adjustrnents
are made.

(b) While this Agreement ié in force, the State Governmeni will fully
indemnify the GOI against any loss or liability caused by any act or

omission of the State Government or SEB that may prove harmful or '

prejudicial to the interest of the GOL Further, the State Government will
fully indemnify GOI against any form or manner of revocation of this
_Agreement during the entire duration of the Settiement Scheme.

(1) No failure to exsrcise and no delay in exercising, on the part of GOI, any
" nght, power or privilege under this Agreement shall operate a3 a waiver
thereof, nor shall any single or partial exercise of any right, power or
privilege preclude any other or further exercise thereof, or the exercise of
- any other power or right. The righis and remedies heren provided to GOI
- are cumulative and 1iot exzlusive of any rights or remedies provided by
law, : : '

‘ Yoo
() The liability of the State Government to GOI under this Agreement shall not
6% o be impaired or discharged by reason of any time or other ‘indulgence,
‘ ~ which may be granted by GOI or by any. forbearance whether as o
payment, time or performance. '

(k) No obligation of the State Government or RBJ herein may in any way be

' . discharged or impaired by reason of any indulgence granted by the CPSUs

to the SEB or by any variation in the Supply Agreements or by any act.or

omission whereby but for the provisions of this sub-clause, the Staie
Government or RB would be discharged of such oblizations.

(1) Whether by any act, omission or otherwise, the S'ate Govér;uncnt shall not
revoke, withdraw or in any manner vender th.s Agreement ineffaciive
=ither wholly or partially so long as it is in force.

- (m) All the amounts payable under this Agreement end the Settlernent Scheme
shall be deemed to have been paid at the request of and on bzhalf of the




State Government and shall be deemed as “deby clhiiges™ for which the
State Government is liable, The payrent of su.h “debl charges® shall he
expenditure chargeable to the Consolidated Fund of the State of UTTAR
PRADESH in terms of Articic 202(3) of the Constitnlion of India.

(n) As a separate and alternatjve stipulation, the
agrees that any sums expressed (o be p
and the Settiement Scheme, but which
existing now or ia fulure are not reco
on the basis of this Agreement, sh
recoverable from the State Government, and the Suite Govenment shall
indemnify GOI and hold hamless accordingly. RIY shall carry out the
necessary transfers arising thereot in the same mannes az stipulated in Sub-
clauses (d) arid {€) of this Clause 2.t :

State Govermment revacally
ayable by it under this Agreement
for any resson whatsoever whether
verable from the State Governu:cit
Al neverthcless be payable by and

3. REPRESENTATIONS OF THE STATL GOVERNMENT

2.1 The State Government répresents that it has obtained all requisite approvals for the
execution of this Agreement and that this Agreement has been signed by its duly
authorised signatery. The State Govemnment further represents that it is fully
empowefed to make this Agreement and zbide by the terms and conditions herein.

4. UNDERTAKINGS BY REI

4.1 Subject to the provisions of Sub-clauses (¢) and (e) of Clause 2.1 of this Tripartite
Agreement, REI irrevocably and unconditionally undertakics wnd represents that it
shall ciury out forthwith the instructions issued from time te time by GOI pursuant to
the provisions of this Tripartite Agreement, and that it shall not accept ‘any -

instructions to the contrary from the State Government at ary time. This undértaking.
and repres=ntation by RBI is itself {rrevocable.

5. DUARATION OF THE AGREEMENT

5.1 This Agreement shall come .nto force immediately and shall remain in force unuil

31.10.2016 unless terminated earlier in accordance with the provisions of this
Clause 5.

5.2 This Agreement shall expire upon divestment of the ownership or control of the SEB

in favour of any entity not owned or controlled, directly or indirectly, by the State
Government.

5.3 Notwithstanding the lermination or expiry of this Tripariite Agreement, the rights vf
GOI and the undertakings and, obligations of the State Government under this
Agreement “nd the undertakitgs of RBI under this Agreement shall survive in

- respecl of demands for payments received by the GOI*from the CPSUs in tcuns of -
this Agreement and the Settlement Scheme.

6. DISPUTE RESOLUTION .

6.1 Any dispute, difference or claim arising out of ¢r in connection with this Agreement
which the parties are unable to resolve amicably shall be decided by reference to
arbitration by a sole arbitrator (being a retired judge of the Supreme Court) to be
nominated by the Chief Justice of India or any person or instifution designated by
hum. ‘The venue of all arbitration proceedings shall be Delni. The arbitiation shail be
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vhucind (0 accordance with Indian [nws,

The arburator shal! yive reasons [or his
cesvtanag ihe award hall be Onal and tinding upon the pirties,

CLHHESE WHEREQF, THE PARTIES HAVE EXECUTED AND DELIVERED
AUREENIINT AS OF THE DATE FIRST ABOVE WIRITTEN, IN FIVE
HES, BACH OF WHICH SHALL CONSTITUTLE AN ORIGINAL OF

For and on behall of
THE FRESIDENT OF INDIA

g/\/ Signature)
(Namc) 4

HOO
ienation KOTUNJAY SA )
a)emgna“;:}"l;rc:ary & Finacial Adviser
- inist Power
hl;Bl.stTY of c
s Slihenibrlaibo
TR GOVERNOR Or'hU'iq&i 1{ ST,

{Designation) ScoggbagpkiliRTTe

. For and on behalf of
THE RESERVE BAT\V{\{\ CR)F ‘INDIA
w32 —

(Sigiamre)
(NELIT.IC) MOLAHMAD T AM L
(Designation) exectsrive prgecrs

half of The Ministg of Power, GOI

: cL (Signature) ‘
(Name) ) (SAURARNK WUMARY
. (Dusignation) g ufsa .
Accepted and Countersigned For  Agreeddeftoorflodennd Countersigned For
o behalf of The U. P. Power and on lf@@ﬁ?f BETi% Uttar Pradesh Rajya
V_ld)g%%ﬁf L imited by

‘el

A

R

zreed, Accepted and Countersigned For and on be

LR

PRADEEP SRCERY TN 3, _ Tature)
{Name) Prarlcegg Shlgitaging D[u;z};hﬁ' {Name) Abhay Saran Kapoor _ -

feeianation Al £ i ; H al . ’ a.nn.gfng Di.ractor
{E _....g.mtxon)]\mﬂilgmia%(dﬁgoﬁ:}l\oa A% (Dc.:ssgnahon) Chairman q@?ﬁfﬁ@%ﬁmwdw Nigam iy

Director 4 - B, Gakhale Marg, Lucknow,
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Scheme for Settlement of SEB dues

A Prcamble '

alised under
the_Electdcity (Supply) Act, 1948 that Created the State Elestricity Boards
(SEBs). Although the amendments of ]g¢; and 1993 enabled 3

Orrate

Soon after Independence, the electricity industry was nation

articipation in ; eneration and lransmission reg rectively, this can oceur oujy

thrb'_ﬁgh Ion_g—télm contracts with :St'gi'te-'OWnc(I entitieé. As 'su_%!i, SEB; co;)_.'t-ii‘_‘ii;-::

ettt BT . 'L-'l..'.',-‘.-.f'_ .- Lo LT et e Tl
to be the nerve centres of the electricity Idustry " except in States where
- "o it Toone g ] P ‘ T . - ..

R Y A Lrieaate . IR B
unbundling has been carried out, !
CURMIL T A R R Dl

2 ' ,-’__:The.SEBs_can_.claim credit for‘cxpandfng the network over the years and ,

extending electric sepply to areas unserved earlier. However, the system has [aeg
managedin a way. which. has br'ough;_._;hgm to th@:‘{gl_’ge: of financial, collapse

owing to tr_l;"sfnanagemént, high transmission ang distribution (T&I) losses,

3. .". Restoration ‘of financial viability of. the.SEBs must Teceive, urgent

attention and calls for restrﬂctqring of the electricity industry on modern lines;

extensive reforms in the systemi of fixing tariffs; “reductions in operational

inefficiencies in generation, transmission and most of all, distribution major
 inVestments for upgrading the network and equipment; institutional changes for

ensuring accountability; and professionalising management. This is necéssarily a
time consuming process, though absolutely essential. '

47 It s dif_ﬁc;u}t. to believe (hat SEB can undémaicc reforms and
sixhulta_neous[y clear the overhang of past dyeg unless very large tariff Increases
are mandated, beyond levels justified by current costs to cover past dues. In the

.

circumstances,. it js Approprate that g c;ne-time settlement o'f.'_'omstanding dues

should be attempted by shifting the burdes of éieédng these -dues to Stafe

Governments while providing a package of relief in this context and also a-set of
penalties and incentives favoun'ng discipline and funyre reforms,

(W
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3 In respect of the overdues of CPSUs, the following scheme of
seeunitisation would be deemed to be effective from 01.10.2001:

B. Securitisation of past dues

teckaning of past dues

0.1 AICPSUs that have receivables relating to electﬁcity and fuels supplied
or tinsmitted by them to the SEBs shall be eligible for a one-time -settlement
under this scheme. The scheme covers the outstanding dues payabie by the SEBs
to the National Thermal Power Corporation (NTPC), National Hydro-electric
Power. Corporatior. (NIPC), North-castern Electric ‘Power Corporation
- (NEEPCO), Power Grid Corporation (PGCIL) and Damodar Valley Corporation
(PYC) under the Ministry of Power, Coal India Limited (CIL) & its subsidiaries
and Neyveli Lignite Corporation (NI-.,C)-under the Department of Coal, Nuclear

Power Corporation of India (NPC) under the Department of Atomic Energy and
the Ministry of Railways, '

6.2 The cut-off date for reckoning ofoutsténding payments in respect of the
aloresaid CPSUs shall be ,30.09..’2001, and all amount payable by the SEBs in
respect of electricity supplied or transmitted, or coal supplied or transported until
that date shall be efigiblé hereunder. In calculating the amounts” payable to a
CPSU by an SEB the receivables, if any, due to'the SEB from such CPSU shall
be deducted, and only the net amount due shall be feckoned Hercundcr.

6.3 All bonds issued after 01.03. 1998 by any SEB in favour of the aforesaid

CPSUs shall be gligibic' for conversion under this scheme to "the extent of
amounts outstanding as on 3@.09.2001. ' |

—

6.4  No waiver or re-scheduling of SEB dues'tovs}ards financial institutions

such as. REC and PFC is envisaged under this scheme nor does it include
: . : |

suppliers of equipment such as BHEL The CPSUs are owed moneis that relate

to capital expenditure for creation of assets and have, therefore, bgen excluded

from the purview of this scheme. X
i

Kartish write-off :
7. All surcharge and interest payable by the SEBs on the _overdues of CPSUs

shall be written off to the extent ol 60 (sixty) per cent thereof,
~F

— (1)
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Securitisation of dues

el 7l

8.1 All amounts payable in accordance with the above shall be oenvened into
long-term loans to be repaid by the State Governments over a period of 15 yeurs
in 20 cqual 6-monthly mst'ﬂments coinmencing from 01.10. 2006 re. afler a
moratorium of 5 years. The Stalc Covemmcnts would 1asue bond, io the
reSpectwe CPSUs who will be free to trade them in the market in « phased
manner i.e. 10 per cent of the bonds wll be eligible for trading. in the sccondaiy

market every year on a cumulative basis, thu» releasing all the bonds for trading
in a period of 10 years.

8.2 . To facilitate trading and redcrnptfon of the: bonds thertotal amount of loan

. would be divided: intc 20 :equal parts and each Jpart wﬂl carry a fixed tenor with

bullet redemptlon The first set of bonds wouid tth be redeemed on 01 10. ’)003

with "sxrmlar redernptmn falling .due once every six months until all bonds are
redu{amed

83  These bonds vwould be treated as SLR', eligiblc, securities and. managed by

RBI in the same : rianner.as the other markct borrowmgs of:State Governments.

Interest

9 " The bonds 1ssued by the State Gove:nments through RBI. shall carry a
nomiral tax-free interest rate of 8.5 per cent per annum. Interest shall be payable
once every six months and the Erst such paym ent sh dll be due on31.03.2002.

Disputed amouuts

10.1  Disputes rélating to payments due shall be resolved in accordance with
the due process of law. As and when a dispute is settl'ed the amount awarded
shall be payable in the manner specified in pzragraph 8, as if the bonds had been
issued as on 01.10.2001, with the exception that the rate of i interest for the pcnod
between 01.10.2001 and the actual date of securitisation shall be 12 per cent per

‘annum, to be paid upfront. Similarly, any amounts requu‘ed to be refunded by the

CPSUs shall be. adjusted through cancellation of equivalent bonds with
retrospectwe effect as ﬁ*@m 01 10 2001, aJonfr with refund of mterest Cdlu[‘l&tl"‘d
@ 12% per annum.

10.2 Whil_e determining the dues to e seliled under this scheme, no dispute |
arising from fixation of power tariffs or ceal prices shall be reckoncd. In tlie

(e

event that such a dispute is_setfied sabeeguently tirough the due process of law,

=

——
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and any amount is due to be refunded to the SERB, it shall be refunded in the
manner specified in paragraph 10.1 above.

C. Payment of current dues

11. . Upon s‘ec11dtisatidn of past dues as aforesaid, the following shall apply in
respect of the current payments due to the CPSUs on or after 01.10.2001 {fom the

SEBs or their successor entities as long as they are controiled by the respective
State Governments:

Tlmc limit for makmg payments

‘12. _ All CPSUS wﬂl continue 1o raise ‘and collect thexr current bills” agamst the
SEBs or their successor entities in accordance with the existing practice or such
other arrangement as may be mutually determined. Notwithstanding any mutual
'_arrangementj payrnent of such bills shall be made no later than 60 days from the
date of bllhng, or within 45 days of thexr recelpt whichever is later '

f-.... W " — Lol
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Letter of Credit (LC)

' 13.1 SEBs or_’ their su!:ceésor entities shall open and maintain irrevocable LCs
that are equal to 105-per cent of their average monthly billing for the preceding -
12 months. The amonnt shali be revised once in six months, based on the said

I
'

average..-

13.2°  The requisite LCs shall be-ope'ﬁed no Iater'thgn30.0§.2002, and failure to
do so shall attract reduction in-supplies from all CPSUs equal to 2.5 per cent of
the average daily supply for the preceding 90 days, in addition to.the suspension
. of APDRP as mentioned in paragraph 16 below. These penal provisions shali
also apply if the LCs are not m’itinta'med in future, However, SEBs shall be frec

to establish any other security mechanism that is mutudlly acceptable to the
contracting parties, ’

13.3  SEBs or their successor-entities that open the requisite LCs or establish
‘ acceptablc security mechanisms by 30.06.2002, and operate them without any _
~default until 31, 12.2002 shall be entitled to a cash incentive equal 02 per cent
of the nominal value of bonds issued to tha respective CPSUs. The incentive
sha}l be paid in c‘asl‘l by the CPSUs to the eligible SEBs on or before 31.01.2003.
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for this puxpose .f

Interest on delayed payments

4. Payments made after the pedod specificd in paragraph 12 above shall

attract interest at the rate of 13 per cent per annum, cemnounded quarterly.

Reduction in supply

5.1 In the event that payments are not made within the period specified iy
paragraph 13 above. the supply of electricity shall b reduced fosthwith by § per
cent, (inclusive of the reduction, if any, under the provisions of pacagraph 13
above) as compared to the average daily supply for the precediag 90 days. The

reduction 1n supply shall Se increased to 10 per cent and 1S per cent after 75 and

90 days of bxllmﬂr respectively. Supplies of coal, lignite etc., Shd” also be reduced

it a simiiar manner.

15.2; In case “supplies are made by a CPSU without making 1he aforesaid
reductions, payments in respect of the supplies that are equivalent to the apemﬁcd
reduction shall be computed separately, and shall not qualify for the measures

“stipulated in this scheme. Such payments would have to be recoveréd by the

respective CPSUs entirely on their account and no mtcnentlcm either from the

Central (zovernment or from the respective State Governments shall be songht
i

Suspension of APDRP

16. Defaults in making 'cur;ent payments shall attract suspension of
Accelerated Power Development & Reforms Programme (APDRP). As such, any
CPSU facing ;a payment default beyond 90 days from the date of billing shall
request the Ministry of Power to suspend APDRP disbursements to the defaulting

State, whereupon the Central Govcrnment shall withhold any further releases
until the default is cured.

Recovery of over dues from State Governments

I7. . Payments that remain outstanding after 90 days from the date of billing
shall be recovered, on behalf of the CPSUs, by the Ministry of Finance through

adjustment against releases due to the respective State Government on account of

plan assistance, States’ share of Céntral taxes and any other grant or loan. -
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Disputed amonnts

18. In the event that an SEB or jts SUCCES30T entity disputes any bill or Dt
thereof, as raised by a CPSU, it sh'all pay 95 per cent of the disputed amoun:
forthwith and refer the dispute for arbitration iy accordance with faw. The
amount exceeding/beneath the said 95 per cent that is finally awarded shali be
paid/adjusted with interest at the rate of L5 per cent per annum, to be calculated
from the date on which the amount in dispute was payable/refundable.

D. Rdurfm—base_d Performance Milestones

Memoranda of Underst_anding (MOU) _

19. At the initiative of the Ministry of Power (MOP), - several State

Gov)emme_nts have Asigned_ly,{iQUs;vgith the former committing’ thér}iselvcs to an

i : - agréed reform agqnda.-As a condmon prgcedent.t'c') the extension of this schernte

W to the remaining - States, _t.h.e'__ré's_jg:QCtiYP_ State Gé?ﬁfﬂ}?l_énts would sign simitar

MOUs with the MOP. For purposesof tlns%chgme, theprovmons contained in

the. MQUs. signed. by, the Ministry: of Finance with. the respective State

- Governments, insofar as they relate t6 the power sector, shall be deemed to be

part of the MOUs hereunder. Fu.—rther,'v.with 2 view to accelerating the pace of

reforms, ihe State Governments shall, in particular, fulfil the Performance
Milestones specified in paragraph 20 below, o

Reform-based niilestona:s

20.1  The Electricity chulafory Commissions Act, 1998 enabl_'es the State
Governments to set up State Electricity Regulatory Commissions (SERCs). So
far, SERCs have becn set up in 21 States but only 12 of them had.issued tariff
orders uptil recently, The following stipulation shoyld apply to all the States:
(@ In Spates where an SERC has heen set in place byt & tariff pefifion

5 yet'10 be filed, the SEB shall-file & petition no later thau
'30.06.2002; | |

((b) *In States where an SERC has not beeq constituted, it shall be set in
| place no later than 01.08.2002 and a tariff petition shall be fled neo
later 31.08.2002; and- - |
(c)  The State Governments and SERs shall atide by the taiiff orgers
SR ssued by the respective SERCs and implement them wiilin gyl
period as may be stipulated in 1he tariff orders, but not later than
'

—_>
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detract from any legal remedies that may be available to the
affected parties. :

20.2 The SEB shall comply with the following: {
(a) Energy audit at all 11 KV feeders shall be made eﬁrctivc Ly
31.12.2002 or such later date as may be specified in the MO J; and

'

60 days from the date of-an ovder. This. would,- however, not

(b)  Metering of all distribution fecders shall be com')ltn( d by .

31.12.2002 or such later date as may be spemﬁed in the MOU.

20.3  The SEB shall, over a period of five years commt,ncmg from 01, 04. 2002,

eliminate. the gap .between: average cost of power,, dnd averagc reahsatlon mo

accordance with the annual milsstones spec1ﬂed in the MOU

”02{_ For the states m the North East milestones would be- nouﬁed separately

4‘

Momtormg of reform based Performance Mllestoncs

21 MOP would set up a panel (including representatives from the Finance

Ministry and the Planning Commission) that would review -the progress of '

MOUs and- the 'aforésaid -Performance 'Mile_stqgc_s;___joggtly_fgy}itix;_-thq:_ respective .

State Governments -and SEBs once every six months. The Pa.nél Will submit a -
report to MOP, and in particular, highllght the items that have a direct bearing on ¢

the revenues and losses of the respective SEBs. If the, Panel is of the view that the
measures taken by the respectwe State GovemmentlSEBs are madequate it will

. recommend suitable reductions'} in the discretionary allocations of powert from the

regional stations of CPSUs as well as cuts in the central assistance under

APDREP. Based on the recommendations of the Pane], MOP would make sultable

réductions in power supp]y as well'as in APDRP a.llocatlons
Incentive for comphancc

22, States that omply with the aforesaid prowsxons w1th0ut commlt‘ma any

- default during a block of six months in the years 2002-03, 2003-04, 2004-05, and
- 2005-06 shall be, ellglblc for a financial .incentive. For purpcses of reckoning
- incentives hereunde_:r, defauit would mean an event that attracts reduction in

supplies from the CPSUs or recovery of ovetdues by the Ministry of Finance. -

The bi-annual incentive shall, in 2002-03, be equal to 3 per cent of the noniinal

value of bonds issued to the respective CPSUs, and shall be paid in cash by the

CPSUs to the eligible SEBs on September 30 and March 31 in-respf:ct of the

immediately pfeceding six months. Similzﬂy,. the bi-annual incentive payable



for 2003-04 shell be to 2.5 per cent while that {t.r 2004-05 and 2005-06 saall be 2
per cent.

E. Other Provisions
Incentive for better-managed SERs

23. The bctter-manaéed SEBs would be eligible for financial sup;ﬁmu nider
this'scheme. All SEBs or their successor eatities whose aggregate payables to afl
CPSUs are less than thrice the aggregate average monthly biIIihg for the
preceding 12 months shall qualify for this purpose. Their respective Staie
Governments may, af their option, issue bonds for an amount equal to the
differeace between their outstandiﬁg dues as-on 30.09.2001 and three| months’
average billing, but subject to a maximum amount not exceeding one|month’s
average billing. To the extent of these bonds, the SEBs shall be entitled to draw

power,. coal etc. and use the revenues thereof for capital investment in up
?
gradation of their network.

Non-conforming States

24:1  Any State that does not give its corisent to this scheme within 60 days of
its entry into force shall be denied any share in-the discretionary allocation of I5
per cent from ‘the regional power stations of CPSUs as well as any assistance
under 'APDRP. If the over dues of such State exceed Rs. 50 crore in respect of

any CPSU, it shall also attract reduction in supplies as stipulated in paragraph 15
above, '

242 A non-conforming State Government may subseqﬂenti}' convey its
consent to abide by this scheme and in that event, this scheme would he decmed
to apply to such State with effect from 01.10.2001. The schedule of repayment of
bonds and the terms thereof would remain unchanged, but the interest on such
bonds for the period between 01.10.2001 and the date of consent shall be paid
upfront at the rate of 12 per cent per annum, '

Eatry into force

25. This scheme shall enter into force from the date of announceme@t of this

scheme, viz- 17-04-2002 This scheme shal] be deemed to be effective fiom
01.10.2001. ' ' '
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Duration of the Agreement

26.1 This Scheme shall remain in force until 31.1¢.2016. It will, however,
cease to operate in relation to purchase of power, fuel, etc by a successor entily
of the SEB that is not owned or controlled by the State Government; provided
that the expiry of this scheme, upor divestment of State cwnership or control,

shall not affect the incentives payable to a State for compliance of this scheme.

1262 No supplies made by a CPSU to any privaie entity shall qualify for the

coercive measures specified under this scheme. The. former shall, however, e

free to enforce sush other coercive measures as may be permissible under k.

' Transparpnt and fair: apphcatwn

27 The apphcatmn of &ns schemeé must always remain above suspicion 50 !
that the prospects of its compliance are énhanced. For this purpose, the 0P
shall review the implementation of this scheme at the end of each quarter and
circulate its report to nll.the State Governments and SEBs no later than-30 days

--after. the. close of each Quarter. The report.shall’ also be placed on the web'sitc oi“-

the MOP for gcncral mformatlon . | . -

# ok
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