3Que, RIS AT QIRl 6769, 6369 G ARSI
RIQEAR o ARFe QI gRISie

1. 6QUQ 62NER QDR (Share Holder Agreement) €0.¢.90QQ IRl ISV @O@
gl 8 IR &' @ QA @8 (NTPC Bond) Q% 6<%, @QIQ M0.¢.90Q R IRl AARIR, EQE!
@he 6 219 8 glea 69I6R TRl Q6 KRG @ AR NREINY Q@ AR 61 6&ISIA
AFDEQ D0RE 2SR JO6Vd ALLR 61N A6 AT AELF 60RTIRS |

2. QYo PUIFIR 26T QY8 AR 900Ma ARl 9¥ 0@l ad, 6769, 666 8
AN ARCAR R AARICIR ST 6QRZel QRINS Q6 6RITY QIR IETERS!
CQRIR X ARG G1RM.9.90090¢ER 6aRAR AEWE IQ° FeRIN AL QUER
FIRYER dF| 6aIe @108.00.9 00 RGN 60RZel AR TR OF AUEAB F6RITUR
Q08! AAIR AR, AIEEH, AR RIS, UCRARRIR gl FI06 PR FIRIF Ie° 18l ABG A7
AIRY QIR FERITER 1@° 606<l, 6869 8 ARLBRIQ No.¢.9 0 R 0 g8l AINIgSIRQ AN
8 AR AFIY APL AAIPR EHFIIRG QEFIRUIR MIREAR AR AR LERER ERERYFI AAS

AIQE FQYe PENS AEIRIFIEE FRRITIR ZIELS! 6R60R (RRUd da 6D ARRLE |

3. AANY QAR q@ 62IPIPRRRI, TFEABUR 6066 T6 6268 I8l ANIRS aae!

(Energy Audit), @@‘i@ 62101 6QARRIAR TPndQ decIdeqQ!, @@‘i@ 64RIN £l 6}@1@ @K,

QIERIB| FIRFQ A AFIRIR TR @@?JIG; 2O JeEd 6@, Ylietalde NTPC Bond

QYR 6L LI AP AARIR @R 8 AHIRIR ¢oM 2ol Qe @@@ Q@I felew

QAINAS] @ QANR (IR JdORRR A0l ARUIRUIR 2I6KG FEASIAEIRIFIR IR Q&
(suspension) @0Ql PQRER 661920CIR 2R U@ 291y 6QQIDIR 2@@@@@ I

64. In order to allow another opportunity to WESCO, NESCO & SOUTHCO to

arrange fund for capital investment, taking effective steps for energy audit,

arresting theft of electricity, improve standard of service to the consumers and

to take proactive steps for redressal of consumer grievances and settlement

of disputes with GRIDCO with regard to NTPC bond and other dues,

Commission at present, instead of suspending licenses of the three

distribution companies, would like to see on environment of effort on all sides

to improve performance in various aspects. In view of the aforesaid

discussions and analysis the Commission instead of suspending licenses of

WESCO, NESCO & SOUTHCO directs some demonstratable actions towards
improvement of performance. (Extract of Para 64 of the Commission’s Order)

4. 265 696 e AGIRE 6Q8FIIG 6R6RIS QRIS A6 62l -

o 54 QIIRIQ QAN QRT B PSRl AFIPFR Shareholder @8 QIR QY
0Q.0%.900%q AT GFE GIf BAB M0.0¢.90Q QPG AVKAIVG FLsN,
62AITR QYOY QA6 |

o BQU0 Q4R RAAIFIEH PRI 6aRZRI ¥ 00 6QIT @I ARIeq @9 I0TAIA 9D

o

JREYVIER ACAY AANRUIR N0.0¢.90RQ IV AAULRI QPR, T8 L 621060 OB
QTG RRIRIIR 2R NQ° PRI Yole 28 |



5.

AR AR QA ORE QATEAD HFH QY. AARIFIPFA RQYE. VAR @IS (=]
QY QIR 60@3QI e AN AR 2d (counter part funding) @HIREIEE
6AI9Ie QGER | M8 P68 2R 962l QQYE. AURAEIR @<, AUNY ARIAFQ Sl
QRS QI &P FLAANRRT NQ° QAR AFIRIAIEE ARE QHER | LI WP FAEIY
28 A ARRIAFQ FAANRRT AQAER KAIRIAIEE @AER |

QAR AR 0lg) QYR QAR IS Cinl AIRE 68Q2Q 2R QNS 9@ M
AHRCIESQ 8 FFI68 AFIBAR I8 AGIS), A6 RGN Qfe AR 1Q°
QTSEI6QTES] QIR 68R3Q1 ¢lra YIRS Q6L | 666 ATSICRTS! AIPAq Zlene
AAUANRIR! 61w QY0 QRQFR ARI6l dinl 62Q2R! SR AEIBAR 2] 0lg) @9 I(Capex
fund is distinct and an additionality over and above the O&M expenditure)
QO TR 9@° PR-JEIne AIRER 622l QVSIERVE! 1@° QQYE. KAQFIQ Al
QRPN PR AAGR |

QUBAIS QY0 AHIRIFIEE N Ie° 66< BIPIKAER RIA 2L, AVEIERVS @Iiq.
J0IQ) QBT AR @Rl LE QER AARIFIER PIFQ AAY YRR Spot Billinga
Y IR IQ 6QIRA! 10.09.90R Q IRl JIe @4 2SR ARTER QISR @A |

Rl 909er 8 QISiaYe VOR (AT&C loss) Ui RS PRAER Q€e GHIRIFIER
AFIRER | AT&C S6Q Al AY 2dR @6h AN JeRIa 6UIRCERZRN Q)
URQIRER TS AQUDR |

QY0 QER QHIAIFIEE Zedia J92el AARIN RSN AR, MIRE AVSICRSIS!,
CIRTAFAR SFGI Q8 YU, AR AR 8 L @I QAER | QIS Qs @R,
6@l 0l @< 2QZel 948 RFINRIR 60 GR6Q AIF| AR IF6Mm Protocol on
Power Regulation @ R6@Ia QA8 @Q6R |

Qe €R IRIIcr JdAFA AR AELIR PYD ARl 86 ¢t elala
NN QA QAR Q@IS (=] QER e Q QYeALR 2fe YRR S!S
dORER QIRYQ ARG U RIIRER |

2I6<el QIS SRFIRIFIR QIIRINe! AHGEQ FIREQ ARER AFSI QR6Q | I&

AAY YREVU 6RRIEQ RS, 686<I 8 AR TR 2B @ U6 NIREAR @ e QAR
@197 AEBIVRAR 62IRAIE 6QIM AL LG @B 666Q AINCAR JUILIR @ Q@ QR
64 6@lSIT AFILEQR QLEUREV 6RAERERIM ACLS! @l TSR AN-9REQ A% AACARRE |

65. The Commission would review from time to time the progress made for
complying with the stipulations as indicated above in Para 64. These
stipulations must show satisfactory progress. At any time if the Commission
feels that the distribution companies are not taking effective and adequate
steps to reduce the loss and improve the quality of supply the Commission
would be at liberty to initiate action either under Section 19 or Section 24 of
the Act. (Extract of Para 65 of the Commission’s Order)
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Additional information in connection with suspension of licence of NESCO,

WESCO AND SOUTHCO (Case No.35 of 2005)

1. 0IBQ eI QeURAERET @@Ye, PLAR 2EAe 99.2.9009 6Q
60641, 686%1 8 ARBLIERIR AIRFIER AR GEd 20 ZRLie @A 6L RGP
AP0 ANCIRG @Ea 06 (suspend) @URDR 6RIR 6R10Y RIAAAZ6EM, |
L°QIPEQ Commission Order in Case No.35 of 2005 para 28 and 29 @Q6m6! 6o —

“28.

29.

In the circumstances, the Commission is of the opinion that the
distribution licensees (Respondent Nos. 2, 3 and 4) are unable to
discharge the functions or perform the duties imposed on them by or
under the provisions of the Electricity Act, 2003 and have persistently
defaulted in complying with the directions given by the Commission
under the said Act. Prima facie, they have violated the terms and
conditions of their respective licences, and it is necessary in public
interest to suspend the licences of the said distribution companies and
appoint an Administrator for each such licensee to discharge the
functions of the licensee in accordance with terms and conditions of
licence.

It is, therefore, ordered that notice be issued in terms of the Proviso to
S.24(1) of the Electricity Act, 2003 to Respondent Nos. 2, 3 and 4 to
file their representations by 01.3.2006 against the proposed
suspension of the licences of the said Respondents, serving copies on
the concerned parties. A copy of this order shall accompany the notice.
The case is posted for hearing on 08.3.2006.”

—

2. afldlew  2cedl  QQEER  ACTERS QPR AT REMQR
QM. 9.9009G0616Q (in Appeal Case No0.29, 30 and 31) 6R6<l, 6864l 8
A6 TN AGR AR A6 LG Gla BCAFIRQ AR ¥R 6Q AENCIFAES
266 69REM |

"45. For any valid reason, if the Commission proposes to continue or
initiate fresh action under Section 24 of the Electricity Act, 2003, it is
always open to the Commission to act strictly in accordance with
Section 24 and follow the procedure prescribed therein. We may also
administer a caution that motivated petitions or complain shall be
examined by the Commission very carefully before exercise of
statutory power, as anxiety alone will not save the statutory authority
from the test of bias nor it will satisfy the requirements of fair action
which a reasonable authority may act upon. There shall be an action, if
at all, which shall be in conformity with the statutory provisions of the
Electricity Act, 2003, the relevant regulations governing and in
conformity with the principles of natural justice.”

3. 2Ry IN6Q QSR e 99.2.9009 QQR6Q Reliance Energy Limited
(REL) 2I6T6NG SQUPIM 2R, @6@@@@ 6Q 24 e 2dM @Aem 9Q° UG

0l



CURIM AX REMQYLA @leF RM.R9.9009 2UCRFER in Appeal No.75 NG,
ZRFIH Q@I A6EF AT A N EQ AEMEIE AT 6QRER |

o~

“38. We hold that insofar as the appellant is concerned OERC has
acted without jurisdiction and the direction issued by OERC against the
appellant are liable to the set aside and accordingly they are set aside.
However, we make it clear that with respect to the orders passed by
OERC against the Discoms, we are not called upon to examine the
correctness or validity on merits as the Discoms have not preferred
appeals....”

4. QO6R UCTEAT FAIN X ABAGAT (Appeal No.75) 6@ BFSI BQYE
PAARF 99.2.9009 2U6QSIQ set aside AR A6 V6T 6@6QIT G0N FRQ
AQUFIE AR NC 0l ¥ Q 60 6@RAZEA FI2I FEER YOQ AAUTR |

“39. Electricity distribution business involves not merely bilateral contract but
also far reaching consequence on large number of consumers in the area of
distribution licences and such distribution contracts are to be treated on a
different pedestal as has been observed by Hon'ble Supreme Court in
Raymonds Ltd. V. Madhya Pradesh Electricity Board reported in 201, 1SCC,
134.

40. We expect not only the Discoms but also the share holders of the
Discoms namely the appellant, GRIDCO and others will evolve and arrive at
an amicable solution for effective functioning of the three Discoms to serve
the consumers at large, which is expected of the appellant. With respect to
the matter which is the subject matter of pending Writ Petition, it is for the
parties to work out their remedies and it shall not be taken that we have
expressed ourselves on merits of the said matter nor are we could have taken
up the matter to discuss the said dispute here.

41. Before parting with this appeal we would like to point out that the appellant
as well as respondents have taken up the responsibility of serving the
consumers and they shall take every effort to see that the privatization in the
State of Orissa is not defeated on hyper-technicalities and every effort should
be made to continue the distribution of power effectively to the satisfaction of
everyone, while avoiding friction and mutual misunderstandings and
suspicions. We do expect that the appellant REL and contesting respondents
continue to strive for the common purpose of serving consumers and the
discussion, now being held in this behalf may be utilized to settle the disputes
in the interest of Reform in the State of Orissa.”

5. 2I6UEAT QIR AT AEAGAT GIFQ 6. 9.9 009 6Q 6R6S, 6869
Alaseleql AAVER (in Appeal No.29, 30 & 31) 696! 26AS! 60RZ6A QYR AAFR
2leil 996 6019 6Q AaR TR ARGER 1 YT 6RIT QIFR B.R.9000
216061 OR6R BICTCAT TRURIR AT AERGAT 6QGIQ set aside (QQ) QR
AORGIE 2I6a¢ 60RE6R |



6.

In our view, in the facts and circumstance of the case, the Regulatory

Commission was justified in issuing notice to the respondents calling upon
them to file representations against proposed suspension of their licences, but
there was no warrant for appointment of special officers to over see their
work. Therefore, the Appellate Tribunal had rightly annulled the appointment
of the special officers. However, it would not have set aside the order of the
Regulatory Commission in its entirety without properly appreciating that only
show cause notice had been issued to the respondents and final order was
yet to be passed by the Regulatory Commission.

Accordingly, the appeal is allowed in-part. The impugned order of the
Appellate Tribunal is quashed so far as it annuls the show cause notice
issued by the Regulatory Commission under Section 24(1) of the Act. Now, it
would be open to the respondents to file their representations/objections
before the Regulatory Commission, which shall proceed to decide the matter
in accordance with law without being influenced by the observations made in
the order impugned in these appeals.

Needless to say that we have not gone to the question as to whether while
issuing notice under Section 24(1) of the Act proposing suspension of the
licence, the Regulatory Commission could pass an order for appointment of
special officer and this question is left to be decided in appropriate case.”

GRIDCO, State Govt. and Reliance Managed Distribution Companies &

FIRIEQ R AAMIQ QAR AARICIR 8 Qe REAS] 6TR6Q @I QG TUSIELR
60N AGFRIER AR G19.9.90Q0QGIER NN ERIFFERIRNER Y@
A1 goue @6 0 @RS |

“Government of Orissa
Department of Energy
NOTIFICATION

No.PPD-TH-14/10/933/ Dated Bhubaneswar the 6/02/2010

Government have been pleased to constitute an Inter Ministerial Committee to
resolve the outstanding issues between GRIDCO and M/s. Reliance Energy Ltd.
such as Discoms Power Bond/NTPC Bond, payment of outstanding GRIDCO loan,
payment of outstanding Government loan etc. and to facilitate the system up-
gradation of the Distribution Sector with the following Ministers.

1) Hon’ble Minister, Finance & Excise

2) Hon’ble Minister, Industries, Steel & Mines & parliamentary Affairs
3) Hon’ble Minister, Higher Education, Tourism & Culture

4) Hon’ble Minister, Rural Development & Law

5) Hon'ble Minister, Energy

Government have been further pleased to constitute a Committee with the following
Secretaries to assist the Inter Ministerial Committee of the Ministers.

1. Principal Secretary to Govt., Finance Deptt.

2 Commissioner-cum-Secretary to Govt., Industries Deptt.

3. Principal Secretary to Govt., Law Deptt.

4, Commissioner-cum-Secretary to Govt., Deptt. of Energy — Convenor

5 C.M.D., GRIDCO

Ordered that a Notification be published in the next issue of Orissa Gazette.

By order of Governor
-Sd-
Commissioner-cum-Secretary to Gowvt.”

&



7. 99 6RIPQ 26e46 CIRRITER QQYe ALICR 2CAG 606K, 686Kl 8
AIREERIQ. ©1R9.R.900006 6Q SISl AFEE 6P Q@M IQ° &
9r.9.9000¢ 6Q 414 AR @Q 9R.M.90R06Q FIE! 6618 @Rlem | @FISIR
Reliance Energy (RInfra), 6064, 6864l 8 dQloal, Qletal, QY AR,
JdodRQ €l 6100 QAR ALIEF 8IS AAAAMIER, AMYE FEAS] KRARIAINGFR
fo.¢.90Q0 <@l QDY JSINIQ AN QARITER 8 2Rty AFY QLR RPIARG
E@R60Q6 ] JdR AT @PES | @ @ @sea ZI6RSa JIQ-9% 6Q MUS
QQAUKRL |

(Extract of Para 64 of the Commission’s Order)

64. In order to allow another opportunity to WESCO, NESCO & SOUTHCO to
arrange fund for capital investment, taking effective steps for energy audit,
arresting theft of electricity, improve standard of service to the consumers and
to take proactive steps for redressal of consumer grievances and settlement
of disputes with GRIDCO with regard to NTPC bond and other dues,
Commission at present, instead of suspending licenses of the three
distribution companies, would like to see on environment of effort on all sides
to improve performance in various aspects. In view of the aforesaid
discussions and analysis the Commission instead of suspending licenses of
WESCO, NESCO & SOUTHCO directs demonstratable action towards
performance as follows.

(1) Both the shareholders should work out a remedy for the shareholders
agreement and arrive at a mutually satisfactory arrangement for the future of
the DISCOMSs. Satisfactory steps may be demonstrated on or before
30.9.2011.

(2) DISCOMs and GRIDCO should make every effort to settle the issue of
servicing Rs.400 crore NTPC bond in a mutually co-operative fashion without
waiting for the final judgment of the various courts of law. Satisfactory steps
should be demonstrated on or before 30.9.2011.

(3) The three distribution companies must have to arrange their counter part
funding for the CAPEX programme as decided by the State Govt. and
communicated in their letter No.9230/EN dated 21.10.2010.

(4) The guidelines/procedure outlined by Energy Dept. in their Lr. No. R&R-I-
06/2010-9230/En dtd. 21.10.2010 in the matter of procurement materials, third
party verifications etc. shall be followed.

(5) The capital expenditure to be incurred out of the budgetary assistance from
the State Govt. and the loan/resource to be arranged by WESCO, NESCO &
SOUTHCO would be over and above the approved O&M expenditure for them

9



for the year 2010-11 and O&M expenditure to be approved for the subsequent
years. The O&M expenditure shall not be considered towards counter funding
by WESCO, NESCO & SOUTHCO.

(6) Discrimination should not be made between franchisee and non-franchisee
area for utilization of fund under O&M as well as capital investment
programme keeping in view the terms and conditions agreed to in the
agreement with the franchisees.

(7) In order that the distribution companies ensure full utilization of the amount
approved for O&M expenditure, concerted efforts should be made to increase
substantially the present level of billing and collection so that enough money
is deposited in escrow account for enabling GRIDCO to release the required
fund as per the priority fixed by the Commission in their order dated 12.4.2010
in case No. 3/2010 read with their order dated dtd. 02.11.2010 in case No.
34/2010.

(8) For correct comparison of the improvement achieved over the base line data
the distribution companies are to correctly workout the base line data division-
wise as a whole and for the specified project area within the division
separately. At the end of the project period the improvement achieved for the
division as a whole and for the project area specified shall be compared with
the base line data thus worked out correctly.

(9) State Gouvt. in the initial stage is proposing to release fund as loan which can
be subsequently converted to grant depending on actual fulfillment of the
target of the AT&C loss. Hence in order to reduce the impact on tariff on
account of the proposed investment, distribution companies are to closely
monitor the actual implementation at the field level. Men and materials should
be provided in time through appropriate re-deployment and re-allocation so
that in no way there is cost over run and time over run leading to higher
impact on tariff. In other words additional liabilities, if any, arising out of cost
over run or time over run or failure by the licensee to achieve the performance
parameters fixed by the Monitoring Committee/ State Govt. shall not be
considered by the Commission for the purpose of their revenue requirement
for the relevant years.

(10)Advance action should be taken for procurement of materials and awarding
the contract in a transparent manner for implementation of Capex programme
so that the work is taken up in time and the payment is released as soon as
fund is passed on by GRIDCO after receiving the same from the State govt.

(11)While the investment is expected to improve the quality of supply and reduce
the distribution loss, concurrent action should be taken for implementation of
various anti-theft measures including strong and regular enforcement



activities through Energy Police Stations and Vigilance Wing, MRT squad of
the distribution companies.

(12)Initially the State govt. is proposing investment of Rs.2400 core for the four
distribution companies out of which State Govt. would provide Rs.1200 crore.
Therefore, it is necessary for the distribution companies to take all possible
measures to ensure that target fixed on different parameters particularly with
reference to distribution loss and AT&C loss are achieved by them at any cost
so that govt. may consider further investment over and above Rs.2400 crore
now decided. This is an opportunity which the distribution companies must
avail and create an enabling situation for the State Govt. to extend further
support to the distribution companies in their efforts to reduce the AT&C loss
and improve the quality of supply. However, for the purpose of truing up, the
parameters fixed by the Commission in the Tariff Orders of the respective
years shall be taken as the basis but not the target fixed for the purpose of
achieving budgetary support from the State Govt.

(13)The distribution companies are to furnish quarterly progress report on actual
implementation of the project in specified area to the Commission by 15th of
the month following the end of the quarter i.e. 15" January, 15" April, 15"
July and 15" October.

(14)The estimated cost of the project, the date of commencement of the work, the
scheduled date of completion and progress of the work should be displayed in
website of distribution companies as well as that of GRIDCO for information of
the general public.

(15)R-Infra the majority shareholder should appoint a full time Managing Director
for each of the DISCOMs (WESCO, NESCO and SOUTHCO) from amongst
the Directors of the Board who should be responsible for day-to-day
management of the DISCOMs. Clear steps in the matter may be reported
before 30.9.2011.

(16)The three DISCOMs (WESCO, NESCO and SOUTHCO) should generate
enough cash through improved billing and collection efficiency to pay the
outstanding loan and BSP dues to GRIDCO in terms of the Commission’s
order dt. 01.12.2008.

(17)Both the shareholders must take step to infuse funds into the DISCOMs
either by way of equity or by way of debt so as to ensure satisfactory
implementation of both the on-going CAPEX programme or such other capital
works as might be required to bring the distribution network into a healthy
state. Satisfactory steps need to be demonstrated before 30.9.2011.

(18)The DISCOMs shall take up full scale energy auditing in order to properly
assess losses both technical and commercial in the system and to take

necessary remedial measures to plug such losses. DISCOMs should file
3



separately on or before 31.7.2011 a plan of action for energy audit
programme in their area of operation with time line of action and completion.

(19)DISCOMs shall take necessary steps to cover the areas hitherto not covered
under the spot billing programme in order to improve billing efficiency.
DISCOMs must file separately on or before 31.7.2011 a plan of action for spot
billing programme in their operation with time line of action and completion.

(20)DISCOMSs should have adequate man power in order to maintain the system
at optimum level and to take efficiently biling and collection activities.
DISCOMs should complete the man power assessment and file separately
such requirement for approval of the Commission before 30.9.2011.

(21)DISCOMSs are required to maintain lines, upgradation of transformer and
power supply as per their annual R&M programs so that consumers have
access to quality power.

(22)DISCOMs should not resort to restricting power supply through load shedding
to reduce the input energy. DISCOMs are required to adhere to Order
(Protocol) on Power Regulation in the State under Section 23 of the Electricity
Act, 2003 notified by the Commission from time to time read with such other
Grid management advice of SLDC for implementation of ABT.

(23)DISCOMs have not been able to achieve the target approved by the
Commission in various business plan orders towards Distribution loss and
AT&C reduction. The DISCOMs are directed to take up a comprehensive plan
for targetted reduction of these losses in view of the bench mark fixed by the
Commission. The CAPEX programme for the DISCOMs totaling Rs.2400
crore (for the four DISCOMSs) mainly aims at reduction of AT&C losses and
the funding impinges on the phase wise AT&C loss reduction programme.

(24) The GREF institutions which are the internal grievance redressal mechanism
of the institution of the DISCOMs should be strengthened by giving them
proper financial and infrastructural support and by taking timely action to
comply with the orders of GRF and Ombudsman.

65. The Commission would review from time to time the progress made for
complying with the stipulations as indicated above in Para 64. These
stipulations must show satisfactory progress. At any time if the
Commission feels that the distribution companies are not taking
effective and adequate steps to reduce the loss and improve the quality
of supply the Commission would be at liberty to initiate action either
under Section 19 or Section 24 of the Act. (Extract of Para 65 of the
Commission’s Order)
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